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SECTION I: GENERAL
DEFINITIONS AND ABBREVIATIONS

This Draft Red Herring Prospectus uses certain definitions and abbreviations which, unless the context otherwise indicates or
implies, shall have the meaning as provided below. References to any legislation, act, regulation, rules, guidelines, or policies
shall be to such legislation, act, regulation, rules, guidelines, circulars, notifications, clarifications or policies shall be deemed
to include all amendments, supplements, re-enactments and modifications thereto, from time to time, and any reference to a
statutory provision shall include any subordinate legislation made from time to time under that provision.

The words and expressions used in this Draft Red Herring Prospectus but not defined herein shall have, to the extent applicable,
the same meaning ascribed to such terms under the SEBI ICDR Regulations, the Companies Act, the SCRA, the Depositories
Act and the rules and regulations made thereunder, as applicable.

Notwithstanding the foregoing, the terms used in “Objects of the Offer”, “Basis for Offer Price”, “‘Statement of Possible Special
Tax Benefits ", “Industry Overview”, “Key Regulations and Policies”, “History and Certain Corporate Matters”, “Financial
Statements”, “Financial Indebtedness”, “Outstanding Litigation and Material Developments”, “Other Regulatory and
Statutory Disclosures”, and “Description of Equity Shares and Terms of Articles of Association” on pages 96, 98, 101, 106,
184, 196, 243, 338, 342, 348 and 387, respectively, shall have the meaning ascribed to them in the relevant section.

General Terms

Term Description
“our Company” or “the Company” | Five-Star Business Finance Limited, a company incorporated under the Companies Act, 1956 and
or “Five-Star” having its Registered and Corporate Office at New No. 27, Old No. 4, Taylor's Road, Kilpauk, Chennai
600 010, Tamil Nadu, India
“we”, “us” or “our” Unless the context otherwise indicates or implies, refers to our Company

Company Related Terms

Term Description

“Articles of Association” or | Articles of association of our Company, as amended

“AOA”

ASOP 2015 Five Star Business Finance Limited Associate Stock Option Plan, 2015, as amended, as described in
“Capital Structure” on page 62

ASOP 2018 Five Star Business Finance Limited Associate Stock Option Scheme, 2018, as amended, as described
in “Capital Structure” on page 62

ASOPs Collectively, ASOP 2015 and ASOP 2018

Audit Committee The audit committee of our Board, constituted in accordance with the applicable provisions of the
Companies Act, 2013 and the Listing Regulations and as described in “Our Management” on page 204

“Auditors” or “Statutory | The current statutory auditors of our Company, being B S R & Co. LLP, Chartered Accountants

Auditors”  or  “Independent

Auditors”

“Board” or “Board of Directors” | The board of directors of our Company, as described in “Our Management” on page 204

Chairman and Managing Director | Chairman and managing director of our Company, namely, Lakshmipathy Deenadayalan

Company Secretary and | Company secretary and compliance officer of our Company, namely, Shalini Baskaran
Compliance Officer

Corporate Promoters Matrix Partners India Investment Holdings 1, LLC and SCI Investments VV

“Corporate Social Responsibility | The corporate social responsibility committee of our Board constituted in accordance with the
Committee” or “CSR Committee” | applicable provisions of the Companies Act, 2013 and as described in “Our Management” on page 204

Director(s) The directors on our Board

Equity Shares Equity shares of our Company bearing face value of 1 each

Executive Director Executive director on our Board

Group Companies Our group companies, namely NHPEA Chocolate Holding B.V. and TPG Asia VII SF Pte. Ltd. as
described in “Our Group Companies” on page 227

Independent Directors Independent directors on our Board

Individual Promoters Lakshmipathy Deenadayalan, Hema Lakshmipathy and Shritha Lakshmipathy

Investor Selling Shareholders Matrix Partners India Investment Holdings I, LLC, Matrix Partners India Investments Il Extension,

LLC, Norwest Venture Partners X - Mauritius, TPG Asia VIl SF Pte. Ltd. and SCI Investments VV

1



Term

Description

IPO Committee

The IPO committee of our Board, as described in “Our Management” on page 204

“Key Managerial Personnel” or
“KMP”

Key managerial personnel of our Company in accordance with Regulation 2(1)(bb) of the SEBI ICDR
Regulations as described in “Our Management” on page 204

Matrix Extension

Matrix Partners India Investments Il Extension, LLC

Matrix Holdings

Matrix Partners India Investment Holdings 11, LLC

Matrix Partners

Together, Matrix Partners India Investment Holdings II, LLC and Matrix Partners India Investments Il
Extension, LLC

“Memorandum of Association” or
“MoA”

Memorandum of association of our Company, as amended

Nomination and Remuneration
Committee

The nomination and remuneration committee of our Board, constituted in accordance with the
applicable provisions of the Companies Act, 2013 and the Listing Regulations and as described in “Our
Management” on page 204

Non-Executive Directors

Non-Executive directors on our Board

Promoters

Collectively, Individual Promoters and Corporate Promoters

Promoter Group

Individuals and entities constituting the promoter group of our Company in terms of Regulation 2(1)(pp)
of the SEBI ICDR Regulations, as described in “Our Promoters and Promoter Group” on page 221

Other Selling Shareholders

Deenadayalan Rangasamy and Varalakshmi Deenadayalan

Registered and Corporate Office

The registered and corporate office of our Company situated at New No. 27, Old No. 4, Taylor's Road,
Kilpauk, Chennai 600 010, Tamil Nadu, India

“Registrar
“RoC™

of Companies” or

Registrar of Companies, Tamil Nadu at Chennai

Restated Financial Information

Restated Financial Information of the Company comprising the Restated Statement of Assets and
Liabilities as at September 30, 2021, September 30, 2020, March 31, 2021, March 31, 2020 and March
31, 2019, the Restated Statement of Profit and Loss (including other comprehensive income), the
Restated Statement of Changes in Equity, the Restated Statement of Cash Flow for the period beginning
April 1, 2021 to September 30, 2021 and April 1, 2020 to September 30, 2020 and for the years ended
March 31, 2021, March 31, 2020 and March 31, 2019, the Summary Statement of Significant
Accounting Policies and other explanatory information, as approved by the Board of Directors of the
Company at their meeting held on November 8, 2021 prepared as per requirement of Section 26 of Part
I of Chapter Il of the Companies Act, 2013, the Securities and Exchange Board of India (Issue of
Capital and Disclosure Requirements) Regulations, 2018, as amended and The Guidance Note on
Reports in Company Prospectuses (Revised 2019) issued by the Institute of Chartered Accountants of
India, as amended from time to time

Scheme of Arrangement

The scheme of arrangement between Five-Star Housing Finance Private Limited and our Company and
their respective shareholders, under Section 233 and certain other provisions of the Companies Act,
2013 approved by the Regional Director, Chennai on March 17, 2020 pursuant to which Five-Star
Housing Finance Private Limited amalgamated with our Company, as described in “History and Certain
Corporate Matters” on page 196

Selling Shareholders

Collectively, Investor Selling Shareholders and Other Selling Shareholders

Sequoia Capital

Together, SCI Investments V; SCI Growth Investments 111; SCHF PV Mauritius Ltd.; EGCS Investment
Holdings; and Sequoia Capital Growth Fund Il1- Endurance Partners L.P.

SCI

SCI Investments V

SHA

Amended and Restated shareholders’ agreement dated March 25, 2021 entered into amongst the
Company, Sirius Il Pte. Ltd., Matrix Partners India Investment Holdings Il, LLC, Matrix Partners India
Investments Il Extension, LLC, SCI Investments V, SCI Growth Investments I1l, SCHF PV Mauritius
Ltd., EGCS Investment Holdings, Sequoia Capital Global Growth Fund 11l — Endurance Partners, L.P.,
Norwest Venture Partners X — Mauritius, TPG Asia VII SF Pte. Ltd., Lakshmipathy Deenadayalan and
certain of his family members

Shareholders

Shareholders of our Company

Stakeholders’ Relationship | The stakeholders’ relationship committee of our Board, constituted in accordance with the applicable

Committee provisions of the Companies Act, 2013 and the Listing Regulations and as described in “Our
Management” on page 204

TPG TPG Asia VII SF Pte. Ltd.

Termination Agreement

Waiver Cum Amendment Agreement dated October 8, 2021 entered into amongst the Company, Sirius
Il Pte. Limited, Matrix Partners India Investment Holdings Il, LLC, Matrix Partners India Investments
Il Extension, LLC, SCI Investments V, SCI Growth Investments IlI, SCHF PV Mauritius Limited,
EGCS Investment Holdings, Sequoia Capital Global Growth Fund Il — Endurance Partners, L.P.,
Norwest Venture Partners X — Mauritius, TPG Asia VII SF Pte. Ltd., Lakshmipathy Deenadayalan and
certain of his family members




Offer Related Terms

Term

Description

Acknowledgement Slip

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

“Allot”
“Allotted”

or “Allotment” or

Unless the context otherwise requires, allotment of the Equity Shares pursuant to the transfer of the
Offered Shares pursuant to the Offer for Sale to the successful Bidders

Allotment Advice

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

Allottee

A successful Bidder to whom the Equity Shares are Allotted

Anchor Investor

A Qualified Institutional Buyer, applying under the Anchor Investor Portion in accordance with the
requirements specified in the SEBI ICDR Regulations and the Red Herring Prospectus who has Bid for
an amount of at least 100 million

Anchor Investor Allocation Price

Price at which Equity Shares will be allocated to the Anchor Investors in terms of the Red Herring
Prospectus and the Prospectus, which will be decided by our Company and the Investor Selling
Shareholders, in consultation with the BRLMSs

Anchor Investor

Form

Application

Application form used by an Anchor Investor to make a Bid in the Anchor Investor Portion and which
will be considered as an application for Allotment in terms of the requirements specified under the SEBI
ICDR Regulations and the Red Herring Prospectus

Anchor Investor Bid/Offer Period

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

Anchor Investor Offer Price

Final price at which the Equity Shares will be Allotted to Anchor Investors in terms of the Red Herring
Prospectus and the Prospectus, which price will be equal to or higher than the Offer Price but not higher
than the Cap Price.

The Anchor Investor Offer Price will be decided by our Company and the Investor Selling Shareholders,
in consultation with the BRLMs

Anchor Investor Pay-in Date

With respect to Anchor Investor(s), the Anchor Investor Bid/Offer Period, and in the event the Anchor
Investor Allocation Price is lower than the Anchor Investor Offer Price, not later than two Working Days
after the Bid/ Offer Closing Date

Anchor Investor Portion

Up to 60% of the QIB Portion which may be allocated by our Company and the Investor Selling
Shareholders, in consultation with the BRLMs, to Anchor Investors on a discretionary basis in
accordance with the SEBI ICDR Regulations.

One-third of the Anchor Investor Portion shall be reserved for domestic Mutual Funds, subject to valid
Bids being received from domestic Mutual Funds at or above the Anchor Investor Allocation Price, in
accordance with the SEBI ICDR Regulations

“Application  Supported by

Blocked Amount” or “ASBA”

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

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

ASBA Bid A Bid made by an ASBA Bidder

ASBA Bidders All Bidders except Anchor Investors

ASBA Form Application form, whether physical or electronic, used by ASBA Bidders to submit Bids, which will be

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

Banker(s) to the Offer

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

Basis of Allotment

Basis on which Equity Shares will be Allotted to successful Bidders under the Offer and which is
described in “Offer Structure” on page 367

Bid

Indication to make an offer during the Bid/ Offer Period by an ASBA Bidder pursuant to submission of
the ASBA Form, or during the Anchor Investor Bid/Offer Period by an Anchor Investor, pursuant to
submission of the Anchor Investor Application Form, to subscribe to or purchase the Equity Shares at a
price within the Price Band, including all revisions and modifications thereto in accordance with the
SEBI ICDR Regulations and in terms of the Red Herring Prospectus and the relevant Bid cum
Application Form. The term “Bidding” shall be construed accordingly

Bid Amount

In relation to each Bid, the highest value of Bids indicated in the Bid cum Application Form and, in the
case of RIBs Bidding at the Cut off Price, the Cap Price multiplied by the number of Equity Shares Bid
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Term

Description

for by such Retail Individual Bidder and mentioned in the Bid cum Application Form and payable by
the Bidder or blocked in the ASBA Account of the Bidder, as the case may be, upon submission of the
Bid.

Bid cum Application Form

The Anchor Investor Application Form or the ASBA Form, as the context requires

Bid Lot

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

Bid/ Offer Closing Date

Except in relation to any Bids received from the Anchor Investors, the date after which the Designated
Intermediaries will not accept any Bids, which shall be notified in [@] editions of [e], an English national
daily newspaper and [e] editions of [e], a Hindi national daily newspaper and [®] editions of [e], a
Tamil daily newspaper (Tamil being the regional language of Chennai, where our Registered and
Corporate Office is located), each with wide circulation.

Our Company and the Investor Selling Shareholders, in consultation with the BRLMs, may consider
closing the Bid/Offer Period for QIBs one Working Day prior to the Bid/Offer Closing Date in
accordance with the SEBI ICDR Regulations. In case of any revision, the extended Bid/ Offer Closing
Date shall also be widely disseminated by notification to the Stock Exchanges and notified on the
websites of the BRLMs and at the terminals of the Syndicate Members and communicated to the
Designated Intermediaries and the Sponsor Bank, which shall also be notified in an advertisement in the
same newspapers in which the Bid/Offer Opening Date was published, as required under the SEBI ICDR
Regulations

Bid/ Offer Opening Date

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

Bid/ Offer Period

Except in relation to Anchor Investors, the period between the Bid/ Offer Opening Date and the Bid/
Offer Closing Date, inclusive of both days, during which prospective Bidders can submit their Bids,
including any revisions thereof, in accordance with the SEBI ICDR Regulations and the terms of the
Red Herring Prospectus. Provided however, that the Bidding shall be kept open for a minimum of three
Working Days for all categories of Bidders, other than Anchor Investors

Bidder

Any prospective investor who makes a Bid pursuant to the terms of the Red Herring Prospectus and the
Bid cum Application Form and unless otherwise stated or implied, includes an Anchor Investor

Bidding Centres

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

Book Building Process

Book building process, as provided in Part A of Schedule XI11 of the SEBI ICDR Regulations, in terms
of which the Offer is being made

“Book Running Lead Managers”
or “BRLMs”

Book running lead managers to the Offer, namely, ICICI Securities Limited, Edelweiss Financial
Services Limited, Kotak Mahindra Capital Company Limited and Nomura Financial Advisory and
Securities (India) Private Limited

Broker Centres

Centres notified by the Stock Exchanges where ASBA Bidders can submit the ASBA Forms to a
Registered Broker

The details of such Broker Centres, along with the names and contact details of the Registered Brokers
are available on the respective websites of the Stock Exchanges (www.bseindia.com and
www.nseindia.com)

“CAN” or “Confirmation of | Notice orintimation of allocation of the Equity Shares sent to Anchor Investors, who have been allocated
Allocation Note” the Equity Shares, on or after the Anchor Investor Bid/ Offer Period
Cap Price Higher end of the Price Band, subject to any revisions thereto, above which the Offer Price and the

Anchor Investor Offer Price will not be finalised and above which no Bids will be accepted

Cash Escrow and Sponsor Bank
Agreement

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

Client ID Client identification number maintained with one of the Depositories in relation to dematerialised
account
“Collecting Depository | A depository participant as defined under the Depositories Act, 1996 registered with SEBI and who is

Participant” or “CDP”

eligible to procure Bids at the Designated CDP Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI as per the list available on
the websites of the Stock Exchanges, as updated from time to time

CRISIL

CRISIL Limited

“CRISIL Report” or “Industry
Report”

Report titled “Industry Report on Small Business Loans in India”, issued in November, 2021 by CRISIL
Research, a division of CRISIL Limited




Term

Description

Cut-off Price

Offer Price, finalised by our Company and the Investor Selling Shareholders, in consultation with the
BRLMs, which shall be any price within the Price Band

Demographic Details

The demographic details of the Bidders including the Bidders’ address, name of the Bidders’
father/husbhand, investor status, occupation, bank account details and UPI 1D, wherever applicable

Designated Branches

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

Designated CDP Locations

Such locations of the CDPs where ASBA Bidders can submit the ASBA Forms.

The details of such Designhated CDP Locations, along with names and contact details of the Collecting
Depository Participants eligible to accept ASBA Forms are available on the respective websites of the
Stock Exchanges (www.bseindia.com and www.nseindia.com), as updated from time to time

Designated Date

The date on which the Escrow Collection Bank(s) transfer funds from the Escrow Account to the Public
Offer Account or the Refund Account, as the case may be, and/or the instructions are issued to the SCSBs
(in case of RIBs using the UPI Mechanism, instruction issued through the Sponsor Bank) for the transfer
of amounts blocked by the SCSBs in the ASBA Accounts to the Public Offer Account or the Refund
Account, as the case may be, in terms of the Red Herring Prospectus and the Prospectus after finalization
of the Basis of Allotment in consultation with the Designated Stock Exchange, following which Equity
Shares will be Allotted in the Offer

Designated Intermediary(ies)

In relation to ASBA Forms submitted by RIBs by authorising an SCSB to block the Bid Amount in the
ASBA Account, Designated Intermediaries shall mean SCSBs.

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

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

Designated RTA Locations

Such locations of the RTAs where Bidders can submit the ASBA Forms to RTAs.

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

Designated Stock Exchange

[e]

“Draft Red Herring Prospectus”
or “DRHP”

This draft red herring prospectus dated November 9, 2021 issued in accordance with the SEBI ICDR
Regulations, which does not contain complete particulars of the price at which the Equity Shares will be
Allotted and the size of the Offer, including any addenda or corrigenda thereto

“Edel” or “Edelweiss”

Edelweiss Financial Services Limited

Eligible FPI(s)

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

Eligible NRI(s)

NRI(s) from jurisdictions outside India where it is not unlawful to make an offer or invitation under the
Offer and in relation to whom the ASBA Form and the Red Herring Prospectus will constitute an
invitation to subscribe to or to purchase the Equity Shares

Escrow Account

The ‘no-lien’ and ‘non-interest bearing’ account(s) to be opened with the Escrow Collection Bank(s)
and in whose favour the Bidders (excluding ASBA Bidders) will transfer money through NACH/direct
credit/NEFT/RTGS in respect of the Bid Amount when submitting a Bid

Escrow Collection Bank(s)

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

First or sole Bidder

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

Floor Price

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

General Information Document or
GID

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

I-Sec

ICICI Securities Limited

Kotak

Kotak Mahindra Capital Company Limited

Mutual Fund Portion

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

Description

Net Proceeds

Proceeds of the Offer less Offer expenses. For further details regarding the use of the Net Proceeds and
the Offer expenses, see “Objects of the Offer” on page 96

Net QIB Portion

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

Nomura

Nomura Financial Advisory and Securities (India) Private Limited

Non-Institutional Bidders

All Bidders that are not QIBs or Retail Individual Bidders who have Bid for Equity Shares for an amount
of more than 3200,000 (but not including NRIs other than Eligible NRIs)

Non-Institutional Portion

Portion of the Offer being not less than 15% of the Offer which shall be available for allocation on a
proportionate basis to Non-Institutional Bidders, subject to valid Bids being received at or above the
Offer Price

Non-Resident

Person resident outside India, as defined under FEMA

Offer

The initial public offer of Equity Shares comprising an Offer for Sale.

Offer Agreement

The agreement dated November 9, 2021 entered into amongst our Company, the Selling Shareholders
and the BRLMs, pursuant to which certain arrangements have been agreed to in relation to the Offer

Offer for Sale

An offer for sale of up to [@] Equity Shares aggregating up to ¥27,519.45 million, consisting of up to
[e] Equity Shares aggregating up to 22,571.02 million by SCI Investments V, up to [e] Equity Shares
aggregating up to %5,689.19 million by Matrix Partners India Investment Holdings 1, LLC, up to [e]
Equity Shares aggregating up to ¥95.58 million by Matrix Partners India Investments Il Extension, LLC,
up to [e] Equity Shares aggregating up to 3,856.52 million by Norwest Venture Partners X - Mauritius,
up to [e] Equity Shares aggregating up to ¥13,497.80 million by TPG Asia VII SF Pte. Ltd., up to [e]
Equity Shares aggregating up to ¥1,419.84 million by Deenadayalan Rangasamy and up to [e] Equity
Shares aggregating up to ¥389.50 million by Varalakshmi Deenadayalan

Offer Price

The final price at which Equity Shares will be Allotted to successful ASBA Bidders (except for the
Anchor Investors) in terms of the Red Herring Prospectus and the Prospectus. Equity Shares will be
Allotted to Anchor Investors at the Anchor Investor Offer Price which will be decided by our Company
and the Investor Selling Shareholders, in consultation with the BRLMs in terms of the Red Herring
Prospectus and the Prospectus.

The Offer Price will be decided by our Company and the Investor Selling Shareholders, in consultation
with the BRLMs on the Pricing Date in accordance with the Book Building Process and the Red Herring
Prospectus.

Offer Proceeds

Our Company will not receive any proceeds from the Offer. For further information about use of the
Offer Proceeds, see “Objects of the Offer” on page 96

Offered Shares

Up to [e] Equity Shares aggregating up to 27,519.45 million being offered for sale by the Selling
Shareholders in the Offer for Sale, comprising of an offer for sale of up to [e] Equity Shares aggregating
up to ¥2,571.02 million by SCI Investments V, up to [e] Equity Shares aggregating up to 5,689.19
million by Matrix Partners India Investment Holdings II, LLC, up to [e] Equity Shares aggregating up
to ¥95.58 million by Matrix Partners India Investments Il Extension, LLC, up to [e] Equity Shares
aggregating up to ¥3,856.52 million by Norwest Venture Partners X - Mauritius, up to [e] Equity Shares
aggregating up to ¥13,497.80 million by TPG Asia VII SF Pte. Ltd., up to [e] Equity Shares aggregating
up to ¥1,419.84 million by Deenadayalan Rangasamy and up to [e] Equity Shares aggregating up to
%389.50 million by Varalakshmi Deenadayalan

Price Band

Price band of a minimum price of X[e] per Equity Share (i.e., the Floor Price) and the maximum price
of ¥[e] per Equity Share (i.e., the Cap Price) including any revisions thereof.

The Price Band, and the minimum Bid Lot for the Offer will be decided by our Company and the Investor
Selling Shareholders, in consultation with the BRLMs, and will be advertised, at least two Working
Days prior to the Bid/ Offer Opening Date, in [®] editions of [e], an English national daily newspaper
and [e] editions of @], a Hindi national daily newspaper and [®] edition of [®], a Tamil daily newspaper,
(Tamil being the regional language of Chennai, where our Registered and Corporate Office is located),
each with wide circulation and will be made available to the Stock Exchanges for the purpose of
uploading on their respective websites

Pricing Date

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

Prospectus

Prospectus to be filed with the RoC on or after the Pricing Date in accordance with Section 26 of the
Companies Act, 2013, and the SEBI ICDR Regulations containing, inter alia, the Offer Price that is
determined at the end of the Book Building Process, the size of the Offer and certain other information,
including any addenda or corrigenda thereto

Public Offer Account

The ‘no-lien’ and ‘non-interest bearing’ account to be opened with the Public Offer Account Bank, under
Section 40(3) of the Companies Act, 2013 to receive monies from the Escrow Account and ASBA
Accounts maintained with the SCSBs on the Designated Date

Public Offer Account Bank(s)

A bank which is registered with SEBI as a banker to an issue and with which the Public Offer Account
will be opened, in this case being [®]




Term

Description

QIB Portion

The portion of the Offer (including the Anchor Investor Portion) being not more than 50% of the Offer
which shall be available for allocation to QIBs (including Anchor Investors in which allocation shall be
on a discretionary basis, as determined by our Company and the Investor Selling Shareholders, in
consultation with the BRLMs), subject to valid Bids being received at or above the Offer Price or the
Anchor Investor Offer Price, as applicable

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

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

“Red Herring Prospectus”
“RHP”

or

Red herring prospectus to be issued in accordance with Section 32 of the Companies Act, 2013 and the
provisions of the SEBI ICDR Regulations, which will not have complete particulars of the Offer Price
and the size of the Offer, including any addenda or corrigenda thereto. The Red Herring Prospectus will
be filed with the RoC at least three Working Days before the Bid/Offer Opening Date and will become
the Prospectus upon filing with the RoC on or after the Pricing Date

Refund Account(s)

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

Refund Bank(s)

Banker(s) to the Offer and with whom the Refund Account will be opened, in this case being [e]

Registered Brokers

The stock brokers registered under the Securities and Exchange Board of India (Stock Brokers)
Regulations, 1992, as amended with the Stock Exchanges having nationwide terminals, other than the
BRLMs and the Syndicate Members and eligible to procure Bids in terms of Circular No. CIR/ CFD/
14/ 2012 dated October 4, 2012 issued by SEBI

Registrar Agreement

The agreement dated November 9, 2021 entered into amongst our Company, the Selling Shareholders
and the Registrar to the Offer in relation to the responsibilities and obligations of the Registrar to the
Offer pertaining to the Offer

“Registrar and Share Transfer
Agents” or “RTAs”

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

“Registrar to the Offer” or

“Registrar”

KFin Technologies Private Limited

“Retail Individual Bidder(s)” or
“RIB(S)”

Individual Bidders, who have Bid for the Equity Shares for an amount not more than 200,000 in any
of the bidding options in the Offer (including HUFs applying through their Karta and Eligible NRIs)

Retail Portion

Portion of the Offer being not less than 35% of the Offer consisting of [®] Equity Shares which shall be
available for allocation to Retail Individual Bidders (subject to valid Bids being received at or above the
Offer Price)

Revision Form

Form used by the Bidders to modify the quantity of the Equity Shares or the Bid Amount in any of their
ASBA Form(s) or any previous Revision Form(s), as applicable.

QIB Bidders and Non-Institutional Bidders are not allowed to withdraw or lower their Bids (in terms of
quantity of Equity Shares or the Bid Amount) at any stage. Retail Individual Bidders can revise their
Bids during the Bid/ Offer Period and withdraw their Bids until Bid/Offer Closing Date

Self-Certified Syndicate Bank(s)
or SCSB(s)

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

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

Share Escrow Agent

Share escrow agent to be appointed pursuant to the Share Escrow Agreement, namely, [e]

Share Escrow Agreement

The agreement to be entered into amongst our Company, the Selling Shareholders, and the Share Escrow
Agent in connection with the transfer of the Offered Shares by the Selling Shareholders and credit of
such Equity Shares to the demat account of the Allottees

Specified Locations

Bidding Centres where the Syndicate shall accept ASBA Forms from Bidders

Sponsor Bank

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

“Syndicate” or “Members of the
Syndicate”

Together, the BRLMs and the Syndicate Members



https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=34
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=40

Term

Description

Syndicate Agreement

The agreement to be entered into amongst our Company, the Selling Shareholders, the BRLMs and the
Syndicate Members, in relation to collection of Bids by the Syndicate

Syndicate Members

Intermediaries (other than BRLMS) registered with SEBI who are permitted to carry out activities in
relation to collection of Bids and as underwriters, namely, [e]

Underwriters

[e]

Underwriting Agreement

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

UPI Unified payments interface, which is an instant payment mechanism, developed by NPCI

UPI Circulars The SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2018/138 dated November 1, 2018, SEBI circular
no. SEBI/HO/CFD/DIL2/CIR/P/2019/50 dated April 3, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/76 dated June 28, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019, SEBI circular no.
SEBI/HO/CFD/DCR2/CIR/P/2019/133 dated November 8, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2020/50  dated = March 30, 2020, SEBI circular  no.
SEBI/HO/CFD/DIL2/CIR/P/2021/2480/1/M  dated March 16, 2021, SEBI circular no.
SEBI/HO/CFD/DIL1/CIR/P/2021/47  dated March 31, 2021, SEBI circular  no.
SEBI/HO/CFD/DIL2/P/CIR/2021/570 dated June 2, 2021 and any subsequent circulars or notifications
issued by SEBI in this regard

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

UPI Mandate Request

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

UPI Mechanism

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

Working Day

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

Technical/Industry Related Terms/Abbreviations

Term

Description

ALM

Asset liability management

AUM or Asset Under
Management or Gross Term
Loans

AUM is equivalent to Gross Term Loans as stated in Note 6 to the Restated Financial Information.
AUM represents the aggregate of future principal outstanding and overdue principal outstanding, if
any, and interest accrued and unpaid, if any, and interest accrued but not due, if any, for all loan assets
under management which includes loan assets held by our Company as of the last day of the relevant
period as well as loan assets which have been transferred by our Company by way of securitisation and
are outstanding as of the last day of the relevant period

Average ticket size

Average amount of the loans given in a certain category

CAR

Capital adequacy ratio

Collection efficiency

The proportion of actual collections (from billings for the period and overdues but excluding
prepayments) during the period to scheduled billings during the period (assuming no moratorium
during the months of April 2020 to August 2020).

CSR Corporate social responsibility
CRAR Capital to risk (weighted) assets ratio
CRR Cash reserve ratio

DPD Days past due

ECL or Expected Credit Loss

Expected Credit Loss allowance represents impairment loss allowance on Gross Term Loans as stated
in Note 6 to the Restated Financial Information.

EMI Equated monthly instalment
ESG Environmental, Sustainability and Governance
GDP Gross domestic product




Term

Description

Gross NPA or Stage 3 AUM

Gross NPA represents assets classified as Stage 3 assets under Gross Term Loans, that is the closing
balance of Gross Term Loans which are overdue for more than 90 days as of the last day of the relevant
period. Refer Note 6 and 47 to the Restated Financial Information.

Gross NPA to AUM

Represents the Gross NPA as of the last day of the relevant reporting period to the AUM as of the last
day of the relevant reporting period, represented as a percentage.

HFC

Home finance company

HNI

High net worth individuals

Incremental Borrowings

Represents fresh borrowings during the period/year as contained in our Restated Financial Information

IRAC

Income Recognition and Asset Classification

IRR Internal rate of return

LAP Loans against property

LOS Loan origination system

LMS Loan management system

LTV Loan to value

MSME Micro, small and medium enterprises

NTC New to credit, i.e. customers who don’t have any credit exposure to the formal financial ecosystem

Net NPA or State 3 AUM (net)

Represents Gross NPA reduced by Impairment Loss Allowance (i.e., Expected Credit Loss allowance
or ECLs) against these loans as of the last day of relevant reporting period.

Net NPA to AUM

Represents the Net NPA as of the last day of the relevant reporting period to the AUM as of the last
day of the relevant reporting period, represented as a percentage.

Net AUM

Represents AUM less ECL on Gross NPA as of the last day of the relevant period

Net NPA to Net AUM

Represents the Net NPA as of the last day of the relevant reporting period to the Net AUM as of the
last day of the relevant reporting period, represented as a percentage.

Net Worth Equivalent to Total Equity, and is the sum of Equity share capital and Other equity as contained in our
Restated Financial Information

NPA Non-performing asset

Normal Branch The initial form of the branches of our Company

NIl Net interest income

NIM Net interest margin

PCI Per capita income

PCR Provision coverage ratio

PCG Partial credit guarantee

POS Principal Outstanding

PSB Public sector bank

PSL Priority sector lending

SCB Scheduled commercial banks

SORP Self-Occupied Residential Property

Stage 1 loans or Stage 1 AUM

Gross Term Loans where credit risk has not increased significantly since initial recognition and
represents loans which are not overdue or overdue for not more than thirty days.

Stage 2 loans or Stage 2 AUM

Gross Term Loans where credit risk has increased significantly since initial recognition and represents
loans which are overdue for more than 30 days but overdue for not more than 90 days.

Stage 3 loans or Stage 3 AUM

Gross Term Loans which are credit impaired and represents loans which are overdue for more than 90
days.

Small business loan

Loans which are given for Business purposes, typically with ticket size between 0.1 million and %1
million

Super Branch

A Super Branch of our Company operates effectively as two branches in areas where we see
consistently positive branch performance and good business potential

Total Assets

Total Assets represents the total of our financial assets and non-financial assets

Total Borrowings

Total Borrowings represents the aggregate of debt securities and borrowings (other than debt
securities), as of the last day of the relevant year or period

Total Equity

The sum of Equity share capital and Other equity as contained in our Restated Financial Information

UPI

Unified Payments Interface




Conventional and General Terms or Abbreviations

Term Description
Z/Rs./Rupees/INR Indian Rupees
AlFs Alternative Investment Funds
BSE BSE Limited

Category | AIF

AlFs who are registered as “Category I Alternative Investment Funds” under the SEBI AIF Regulations

Category | FPIs

FPIs who are registered as “Category I Foreign Portfolio Investors” under the SEBI FPI Regulations

Category Il AIF

AIFs who are registered as “Category II Alternative Investment Funds” under the SEBI AIF
Regulations

Category 111 AIF

AIFs who are registered as “Category III Alternative Investment Funds” under the SEBI AIF
Regulations

CDSL Central Depository Services (India) Limited

CFO Chief Financial Officer

CIN Corporate Identity Number

Companies Act, 1956 Companies Act, 1956, along with the relevant rules made thereunder

“Companies Act, 2013” or|Companies Act, 2013, along with the relevant rules made thereunder

“Companies Act”

Depositories NSDL and CDSL

Depositories Act Depositories Act, 1996

DIN Director Identification Number

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

DP ID Depository Participant Identification

DP/ Depository Participant Depository participant as defined under the Depositories Act

EBITDA Earnings before interest, taxes, depreciation, and amortisation. EBITDA is calculated as restated profit
for the year plus total tax expenses, depreciation and amortisation expenses, and finance costs

EGM Extraordinary General Meeting

EPS Earnings Per Share

FCNR Foreign Currency Non-Resident

FDI Foreign direct investment

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

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

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

Rules

Financial Year/ Fiscal/ FY Unless stated otherwise, the period of 12 months ending March 31 of that particular year

FPI(s) Foreign portfolio investors as defined under the SEBI FPI Regulations

FVCI(s) Foreign venture capital investors as defined and registered under the SEBI FVCI Regulations

“Gol” or “Government” or | Government of India

“Central Government”

GST Goods and Services Tax

HUF Hindu Undivided Family

ICAI The Institute of Chartered Accountants of India

IFRS International Financial Reporting Standards

Ind AS/ Indian Accounting | Indian Accounting Standards notified under Section 133 of the Companies Act, 2013 read with the

Standards Companies (Indian Accounting Standards) Rules, 2015, as amended

India Republic of India

IPO Initial public offering

IST Indian Standard Time

IT Act The Income Tax Act, 1961
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Term

Description

“Listing Regulations” or “SEBI
Listing Regulations”

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

Mutual Fund (s)

Mutual funds registered under the Securities and Exchange Board of India (Mutual Funds) Regulations,
1996

N/A Not applicable

NACH National Automated Clearing House

NEFT National Electronic Funds Transfer

NBFC Non-Banking Financial Company

NBFC-ND-SI Non-Banking Financial Company - Systemically Important Non-Deposit taking Company

NBFC-SI Master Directions

Master Direction - Non-Banking Financial Company - Systemically Important Non-Deposit taking
Company and Deposit taking Company (Reserve Bank) Directions, 2016 (Master Direction DNBR.
PD. 008/03.10.119/2016-17) dated September 1, 2016 (updated on February 17, 2020)

NPCI National Payments Corporation of India

NRI Individual resident outside India, who is a citizen of India

NSDL National Securities Depository Limited

NSE National Stock Exchange of India Limited

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

P/E Price/earnings

P/E Ratio Price/earnings ratio

PAN Permanent account number

RBI The Reserve Bank of India

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

RTGS Real Time Gross Settlement

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

SCRA Securities Contracts (Regulation) Act, 1956

SCRR Securities Contracts (Regulation) Rules, 1957

SEBI Securities and Exchange Board of India constituted under the SEBI Act

SEBI Act Securities and Exchange Board of India Act, 1992

SEBI AIF Regulations

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

SEBI FPI Regulations

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

SEBI FVCI Regulations

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

SEBI ICDR Regulations

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

SEBI Merchant Bankers

Regulations

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

SEBI SBEB & SE Regulations

Securities and Exchange Board of India (Share Based Employee Benefits and Sweat Equity)
Regulations, 2021

SEBI VCF Regulations

Securities and Exchange Board of India (Venture Capital Fund) Regulations, 1996 as repealed pursuant
to the SEBI AIF Regulations

State Government

The government of a state in India

Stock Exchanges

BSE and NSE

Takeover Regulations

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

U.S./USA/United States

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

USD/US$ United States Dollars
U.S. Securities Act U.S. Securities Act of 1933, as amended
VCFs Venture Capital Funds as defined in and registered with SEBI under the SEBI VCF Regulations
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OFFER DOCUMENT SUMMARY

The following is a general summary of certain disclosures included in this Draft Red Herring Prospectus and is neither
exhaustive, nor purports to contain a summary of all the disclosures in this Draft Red Herring Prospectus or the Red Herring
Prospectus or the Prospectus when filed, or all details relevant to prospective investors. This summary should be read in
conjunction with, and is qualified in its entirety by, the more detailed information appearing elsewhere in this Draft Red Herring
Prospectus, including “Risk Factors”, “The Offer”, “Capital Structure”, “Objects of the Offer”, “Industry Overview”, “Our
Business”, “Financial Statements”, “Outstanding Litigation and Material Developments”, “Offer Procedure” and
“Description of Equity Shares and Terms of Articles of Association” on pages 21, 48, 62, 96, 106, 156, 243, 342, 369 and 387,

respectively.

Summary of the primary
business of our Company

We are an NBFC providing secured business loans to micro-entrepreneurs and self-employed individuals,
each of whom are largely excluded by traditional financing institutions. We are headquartered in Chennai,
Tamil Nadu with a strong presence in south India and all of our loans are secured by our borrowers’ property,
predominantly being self-occupied residential property.

We have developed a business model that is predicated on arriving at an appropriate risk framework, with
the optimal instalment to income ratio to ensure that our customers have the necessary means to repay the
loan after meeting their regular obligations and other event-based capital requirements.

Summary of the industry
in which our Company
operates

We operate in the small business finance industry. Customers in small business finance segment are generally
self-employed non-professionals (carpenter, plumber, vegetable vendor, small shop keepers, etc.) and micro-
entrepreneurs, people who may not have income proofs. Given the lack of income proofs, the underwriting
process typically requires detailed personal discussion with the borrower as well as acquaintances and
neighbours to assess the source of income and pattern of cash inflows and outflows as well as the stability
and behavioural aspects of the customer.

Name of our Promoters

Lakshmipathy Deenadayalan, Hema Lakshmipathy, Shritha Lakshmipathy, Matrix Partners India Investment
Holdings I, LLC and SCI Investments V

our Promoter Group, and
the Selling Shareholders as
a percentage of our issued
and paid-up Equity Share
capital

Offer size Offer for sale up to [e] Equity Shares aggregating up to ¥27,519.45 million, comprising of an offer for sale
as follows:
S. No. Selling Shareholder Number of Equity Shares | Aggregate proceeds from the
offered in the Offer for Sale | sale of Equity Shares forming
part of the Offer for Sale (in X
million)
1. Matrix Partners India Up to [@] Equity Shares Up t0 5,689.19
Investment Holdings II, LLC
2. SCI Investments V Up to [e] Equity Shares Up to 2,571.02
3. Matrix Partners India Up to [e@] Equity Shares Up to 95.58
Investments Il Extension,
LLC
4, Norwest Venture Partners X - Up to [@] Equity Shares Up to 3,856.52
Mauritius
5. TPG Asia VII SF Pte. Ltd. Up to [e] Equity Shares Up to 13,497.80
6. Deenadayalan Rangasamy Up to [e] Equity Shares Upto 1,419.84
7. Varalakshmi Deenadayalan Up to [e] Equity Shares Up to 389.50
The Offer shall constitute [®] % of the post-Offer paid-up Equity Share capital of our Company.
Objects of the Offer The objects of the Offer are to (i) carry out the Offer for Sale of up to [e] Equity Shares by the Selling
Shareholders aggregating up to ¥27,519.45 million; and (ii) achieve the benefits of listing the Equity Shares
on the Stock Exchanges. For further details, see “Objects of the Offer” on page 96.
Aggregate pre-Offer | (a) The aggregate pre-Offer shareholding, as on the date of this Draft Red Herring Prospectus, of our
shareholding of our Promoters and members of our Promoter Group as a percentage of the pre-Offer issued and paid-
Promoters, members of up Equity Share capital of our Company on a fully diluted basis is set out below:

Name Number of Equity
Shares held on a fully

diluted basis*

Percentage of the pre-
Offer Equity Share
Capital on a fully
diluted basis (%)*

Promoters

Lakshmipathy Deenadayalan 37,887,450 13.01%
Hema Lakshmipathy 20,890,600 7.18%
Shritha Lakshmipathy 200,000 0.07%
Matrix  Partners India  Investment 41,009,990 14.09%
Holdings II, LLC
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(b)

SCI Investments V 25,696,500 | 8.83%
Promoter Group

Deenadayalan Rangasamy 1,632,000 0.56%
Varalakshmi Deenadayalan 461,700 0.16%
Ranganathan Vasireddy Kuppuswamy 10,000 Negligible
Suguna Ranganathan 508,500 0.17%
Sujatha Janarthanan 275,050 0.09%
Total 128,571,790 44.16%

* This takes into account vested options under ASOPS.

The aggregate pre-Offer shareholding, as on the date of this Draft Red Herring Prospectus, of the
Selling Shareholders as a percentage of the pre-Offer issued and paid-up Equity Share capital of
our Company on a fully diluted basis is set out below:

Name Number of Equity Percentage of the pre-
Shares held on a fully Offer Equity Share
diluted basis* Capital on a fully
diluted basis (%0)*
Matrix Partners India Investment Holdings 41,009,990 14.09%
I, LLC
SCI Investments V 25,696,500 8.83%
Matrix Partners India Investments Il 688,970 0.24%
Extension, LLC
Norwest Venture Partners X - Mauritius 29,748,060 10.22%
TPG Asia VII SF Pte. Ltd. 61,106,730 20.99%
Deenadayalan Rangasamy 1,632,000 0.56%
Varalakshmi Deenadayalan 461,700 0.16%
Total 160,343,950 55.09%

* This takes into account vested options under ASOPs.

Summary of Restated
Financial Information

The summary details derived from the Restated Financial Information are as follows:

(Z in million, except per share data)

Particulars As at / For the | As at/ For the year ended March 31,
six months
ended
September 30,
2021 2021 2020 2019
(A) Equity Share capital 290.14 256.45 255.82 239.00
(B) Net Worth® 34,533.12 23,181.72 19,445.80| 13,648.85
(C) Revenue from operations 6,106.93 10,497.42 7,867.15 4,089.08
(D) Profit for the period/year 2,175.47 3,589.94 2,619.51 1,564.14
(E) Earnings per equity share®
Basic @ 7.96* 14.01 10.32 6.88
Diluted @ 7.85* 13.61 10.07 6.73
(F) Net asset value per share 119.02 85.26 71.68 57.11
(G) Total Borrowings® 28,542.54 34,251.97 23,636.93| 9,600.29
*Earnings per Equity Share not annualised for the period ended September 30, 2021.
Notes:

(1) Net Worth is equivalent to Total Equity, and is the sum of Equity share capital and Other equity as contained
in our Restated Financial Information.

(2) Earnings Per Equity Share computed after giving effect to the subdivision of each equity share of face value
210, each fully paid up into 10 equity shares of face value 21, each fully paid up.

(3) Net asset value per share represents Net Worth as at the end of the relevant period divided by the number of
equity shares outstanding as at the end of the relevant period. This is computed after giving effect to the
subdivision of each equity share of face value of <10, each fully paid up into 10 equity shares of face value <1,
each fully paid up.

(4) Total Borrowings represents the aggregate of debt securities and borrowings (other than debt securities)

outstanding as of the last day of the relevant period/year.

For details, see “Financial Statements” on page 243.

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

There are no auditor qualifications which have not been given effect to in the Restated Financial Information.
For matters of emphasis, see “Financial Statements — Notes 49 and 52” — on pages 302 and 304.
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Summary table of

outstanding litigations

A summary of outstanding litigation proceedings involving our Company, Directors and Promoters, as
disclosed in “Outstanding Litigation and Material Developments” on page 342, in terms of the SEBI ICDR
Regulations and the materiality policy approved by our Board pursuant to a resolution dated November 8,
2021, as of the date of this Draft Red Herring Prospectus is provided below:

(in T million)

Nature of cases | Number of cases | Total amount involved”
Litigation involving our Company
Against our Company
Material civil litigation proceedings Nil Nil
Criminal cases Nil Nil
Action taken by statutory and regulatory Nil Nil
authorities
Tax proceedings 2 4.04
By our Company
Material civil cases Nil Nil
Criminal cases 4 1.25
Litigation involving our Directors
Criminal cases Nil Nil
Material civil cases Nil Nil
Action taken by statutory and regulatory Nil Nil
authorities
Litigation involving our Promoters
Criminal cases Nil Nil
Material civil cases Nil Nil
Action taken by statutory and regulatory Nil Nil
authorities

N To the extent ascertainable

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

For further details, see “Outstanding Litigation and Material Developments” on page 342.

Risk Factors

For details of the risks applicable to us, see “Risk Factors” on page 21. Investors are advised to read the risk
factors carefully before making an investment decision in the Offer.

Summary table of

contingent liabilities

The following is a summary table of our contingent liabilities as at September 30, 2021 and March 31, 2021
as per Ind AS 37 — Provisions, Contingent Liabilities and Contingent Assets:
(Z in million)
Particulars As at September 30, 2021 As at March 31, 2021
Income Tax Related Matters (excluding 0.67 0.67

Penalties and Interest)
Provident Fund (Refer below) -* -*
* In light of judgment of Honorable Supreme Court dated February 28, 2019 on the definition of "Basic Wages" under the
Employees Provident Funds & Misc. Provisions Act, 1952 and based on the legal advice received, the Company has
aligned the manner of computation of liability for Provident Fund effective the date of the order. There are significant
uncertainties in determining the liability including, period of assessment, application for present and past employees and
assessment of interest and penalties. The amount of the obligation therefore cannot be measured with sufficient reliability
for past periods and hence disclosed as a contingent liability.

For further details of our contingent liabilities as per Ind AS 37 — Provisions, Contingent Liabilities and
Contingent Assets, see “Financial Statements — Note 35: Contingent Liabilities” on page 286.

Summary of related party
transactions for last three
Financial Years and for the
SiX months ended
September 30, 2021

The details of related party transactions of our Company for the six months ended September 30, 2021 and
financial years ended March 31, 2021, 2020 and 2019, as per Ind AS 24 — Related Party Disclosures as per
Restated Financial information are set forth in the table below:

(% in million)
Particulars For the six For the Financial | For the Financial | For the Financial
months ended Year ended Year ended Year ended
September 30, | March 31, 2021 | March 31,2020 | March 31, 2019
2021
Short Term Employee 52.68 81.42 78.85 57.15
Benefits*
Post-Employment 0.05 0.08 0.08 0.08
Benefits*
Share Based Payments 184.96 129.79 1.43 5.80
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Director's  Sitting Fees 2.56 3.20 3.06 2.46
and Commission

Interest expenses - - 0.05 0.79
Issue of equity shares** 3.00 - 14.96 6.66
Receipt of pending call 14.71 - - -
money of partly paid up

shares

Receipt of share 3,705.58 - 3,151.39 873.34
premium**

Loans repaid - - 6.57 0.59

*Managerial remuneration above does not include gratuity and compensated absences, since the same are
provided on actuarial basis for the company as a whole and the amount attributable to the key managerial
personnel cannot be ascertained separately.

**Excludes shares issued pursuant to employee stock options.

For details of the related party transactions and details of transactions of our Company, see “Financial
Statements — Note 43: - Notes to Restated Financial Information — Related Party Disclosures” on page 290.

Details of all financing
arrangements whereby our
Promoters, members of
our Promoter Group, the
directors of our Corporate
Promoters, our Directors
and their relatives have
financed the purchase by
any other person of
securities of our Company
other than in the normal
course of the business of
the financing entity during
the period of six months
immediately preceding the
date of this Draft Red
Herring Prospectus

Our Promoters, members of our Promoter Group, the directors of our Corporate Promoters, our Directors and
their relatives have not financed the purchase by any person of securities of our Company other than in the

normal course of the business of the financing entity during the period of six months immediately preceding
the date of this Draft Red Herring Prospectus.

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

The weighted average price at which the specified securities were acquired by our Promoters and the Selling
Shareholders, in the last one year preceding the date of this Draft Red Herring Prospectus is as follows:

Name of the Selling Shareholder

Number of Equity Shares

(in3)

Weighted average price of
acquisition per Equity Share*

Lakshmipathy Deenadayalan

779,740

353.59

Varalakshmi Deenadayalan

14,000

250.00

*  As certified by R P SV & Co., Chartered Accountants, by way of certificate dated November 9, 2021.

Except Varalakshmi Deenadayalan, none of our Promoters or Selling Shareholders have acquired securities
in the last one year preceding the date of this Draft Red Herring Prospectus.

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

The average cost of acquisition per Equity Share by our Promoters and the Selling Shareholders as on date
of this Draft Red Herring Prospectus is as follows:

Name Number of Equity Shares | Average cost of acquisition per
Equity Share* (in %)

Promoters
Lakshmipathy Deenadayalan 37,887,450 107.32
Hema Lakshmipathy 20,890,600 6.10
Shritha Lakshmipathy 200,000 0.50
Matrix Partners India Investment 41,009,990 13.55
Holdings I, LLC
SCI Investments V 25,696,500 81.72
Selling Shareholders
Matrix Partners India Investments Il 688,970 36.54
Extension, LLC
Norwest Venture Partners X — 29,748,060 115.83
Mauritius
TPG Asia VII SF Pte. Ltd. 61,106,730 206.83
Deenadayalan Rangasamy 1,632,000 0.96
Varalakshmi Deenadayalan 461,700 10.98

*  As certified by R P SV & Co., Chartered Accountants, by way of certificate dated November 9, 2021.
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Details of the pre-IPO
placement

Our Company does not contemplate any issuance or placement of Equity Shares from the date of this Draft
Red Herring Prospectus until the listing and commencement of trading of the Equity Shares.

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

Our Company has not issued any Equity Shares for consideration other than cash or bonus issue in the one
year preceding the date of this Draft Red Herring Prospectus. For further details, see “Capital Structure” on
page 62.

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

Our Company has, pursuant to a Board resolution dated September 8, 2021 and Shareholders resolution dated
October 8, 2021, sub-divided the equity shares of face value of 210 each to Equity Shares of face value of I1
each.
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CERTAIN CONVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA AND
CURRENCY OF PRESENTATION

Certain Conventions

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

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

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

Financial Data

Our Company’s financial year commences on April 1 of the immediately preceding calendar year and ends on March 31 of that
particular calendar year. Unless stated otherwise, all references in this Draft Red Herring Prospectus to the terms Fiscal or Fiscal
Year or Financial Year, 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 stated otherwise, or the context requires otherwise, all references
to a “year” in this Draft Red Herring Prospectus are to a calendar year.

Unless stated otherwise or where the context otherwise requires, the financial data in this Draft Red Herring Prospectus is
derived from the Restated Financial Information.

Restated Financial Information of the Company comprising the Restated Statement of Assets and Liabilities as at September
30, 2021, September 30, 2020, March 31, 2021, March 31, 2020 and March 31, 2019, the Restated Statement of Profit and Loss
(including other comprehensive income), the Restated Statement of Changes in Equity, the Restated Statement of Cash Flow
for the period beginning April 1, 2021 to September 30, 2021 and April 1, 2020 to September 30, 2020 and for the years ended
March 31, 2021, March 31, 2020 and March 31, 2019, the Summary Statement of Significant Accounting Policies and other
explanatory information, as approved by the Board of Directors of the Company at their meeting held on November 8, 2021
prepared as per requirement of Section 26 of Part | of Chapter 11l of the Companies Act, 2013, the Securities and Exchange
Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2018, as amended and The Guidance Note on
Reports in Company Prospectuses (Revised 2019) issued by the Institute of Chartered Accountants of India, as amended from
time to time.

For further information, see “Financial Statements” and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” on pages 243 and 309, respectively.

In this Draft Red Herring Prospectus, any discrepancies in any table between the total and the sums of the amounts listed are
due to rounding off. All figures in decimals have been rounded off to the second decimal and all percentage figures have been
rounded off to two decimal places.

Unless the context otherwise indicates, any percentage amounts, or ratios as set forth in “Risk Factors”, “Our Business” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 21, 156 and 309,
respectively, and elsewhere in this Draft Red Herring Prospectus have been calculated on the basis of amounts derived from
our Restated Financial Information.

Non-GAAP financial measures and certain other statistical information

Certain non-Generally Accepted Accounting Principles (“GAAP”) financial measures and certain other statistical information
relating to our operations and financial performance have been included in this Draft Red Herring Prospectus. We compute and
disclose such non-GAAP financial measures and such other statistical information as we consider such information to be useful
measures of our business and financial performance, and because such measures are frequently used by securities analysts,
investors and others to evaluate the operational performance of financial services businesses, many of which provide such non-
GAARP financial measures and other statistical and operational information when reporting their financial results.

Such non-GAAP measures include, but are not limited to EBITDA, EBITDA Margin, Average Cost of Borrowing, Gross NPA
to AUM, Net NPA to AUM, Net Worth, Return on Equity, Total Borrowings to Total Equity Ratio, AUM to Net Worth Ratio
and Operating Expenses to Average Total Assets, and are supplemental measures of our performance and liquidity that are not
required by, or presented in accordance with, Ind AS, Indian GAAP, or IFRS. Further, these Non-GAAP Measures are not a
measurement of our financial performance or liquidity under Ind AS, Indian GAAP, or IFRS and should not be considered in
isolation or construed as an alternative to cash flows, profit/ (loss) for the years/ period or any other measure of financial
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performance or as an indicator of our operating performance, liquidity, profitability or cash flows generated by operating,
investing or financing activities derived in accordance with Ind AS, Indian GAAP, or IFRS. In addition, these Non-GAAP
measures are not standardised terms, hence may not be computed on the basis of any standard methodology that is applicable
across the industry and therefore may not be comparable to financial measures and statistical information of similar
nomenclature that may be computed and presented by other financial services companies. Other companies may calculate the
Non-GAAP Measures differently from us, limiting its utility as a comparative measure. Although the Non-GAAP Measures are
not a measure of performance calculated in accordance with applicable accounting standards, our Company’s management
believes that it is useful to an investor in evaluating us because it is a widely used measure to evaluate a company’s operating
performance. See “Risk Factors — Internal Risk Factors — We have included certain non-GAAP financial measures and other
selected statistical information related to our operations in this Draft Red Herring Prospectus. Such non-GAAP measures and
statistical information may vary from any standard methodology that is applicable across the financial services industry and
may not be comparable with financial or statistical information of similar nomenclature computed and presented by other
companies” on page 39.

Further, except as otherwise specified in this Draft Red Herring Prospectus:

e AUM is equivalent to Gross Term Loans which term is used in Note 6 to the Restated Financial Information and
represents the aggregate of future principal outstanding and overdue principal outstanding, if any, and interest accrued
and unpaid, if any, and interest accrued but not due, if any, for all loan assets under management which includes loan
assets held by our Company as of the last day of the relevant period as well as loan assets which have been transferred
by our Company by way of securitisation and are outstanding as of the last day of the relevant period;

e Expected Credit Losses or “ECL”, is equivalent to Impairment Loss Allowance as used in the Restated Financial
Information;

e Gross NPA represents the closing balance of AUM which are overdue for more than 90 days as of the last day of the
relevant period/year (i.e., “Stage 3” Gross Term Loan). See Note 47 to the Restated Financial Information;

o Net NPA represents Gross NPA, reduced by ECLs on Gross NPA,;
e Our AUM, Gross NPA, Net NPA, Gross NPA to AUM and Net NPA to AUM include ECLs;

e Total Borrowings is the aggregate of our debt securities and borrowings (other than debt securities) outstanding as of
the last day of the relevant period/year; and

¢ Net Worth is equivalent to Total Equity, being the sum of Equity share capital and Other equity as contained in our
Restated Financial Information.

See also “Definitions and Abbreviations — Technical/Industry Related Terms/Abbreviations” on page 8.

Currency and Units of Presentation

All references to:

o “Rupees” or “X” or “INR” or “Rs.” are to Indian Rupee, the official currency of the Republic of India; and
o “USD” or “USS$” or “$” are to United States Dollar, the official currency of the United States of America

Our Company has presented certain numerical information in this Draft Red Herring Prospectus in “lakh”, “million” and “crore”
units or in whole numbers where the numbers have been too small to represent in such units. One million represents 1,000,000,
one billion represents 1,000,000,000 and one trillion represents 1,000,000,000,000. One lakh represents 100,000 and one crore
represents 10,000,000.

Figures sourced from third-party industry sources may be expressed in denominations other than millions or may be rounded
off to other than two decimal points in the respective sources, and such figures have been expressed in this Draft Red Herring
Prospectus in such denominations or rounded-off to such number of decimal points as provided in such respective sources.

Exchange Rates

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

The following table sets forth, for the periods indicated, information with respect to the exchange rate between the Rupee and
other foreign currencies:
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Currency As at

September 30, 2021 March 31, 2021 March 31, 2020 March 29, 2019®

1 USD 74.26 73.50 75.39 69.17
Source: www.fbil.org.in

(1) Reference rate is not available for March 31, 2019 and March 30, 20219 being Sunday and Saturday respectively.

Industry and Market Data

Unless otherwise indicated, industry and market data used throughout this Draft Red Herring Prospectus has been obtained or
derived from the report titled “Industry Report on Small Business Loans in India”, issued in November, 2021 by CRISIL
Research, a division of CRISIL Limited, available on https://fivestargroup.in/investors/, which has been commissioned and
paid for by our Company. For risks in this regard, see “Risk Factors — We have referred to the data derived from industry
reports commissioned and paid for by our Company from CRISIL Limited exclusively for the purpose of the Offer.” on page
39.

Industry publications generally state that the information contained in such publications has been obtained from publicly
available documents from various sources believed to be reliable but their accuracy, completeness and underlying assumptions
are not guaranteed and their reliability cannot be assured. The data used in these sources may have been re-classified by us for
the purposes of presentation. Data from these sources may also not be comparable. Industry sources and publications are also
prepared based on information as of specific dates and may no longer be current or reflect current trends. Industry sources and
publications may also base their information on estimates and assumptions that may prove to be incorrect.

The extent to which the market and industry data presented in this Draft Red Herring Prospectus is meaningful depends upon
the reader’s familiarity with and understanding of the methodologies used in compiling such data. There are no standard data
gathering methodologies in the industry in which business of our Company is conducted, and methodologies and assumptions
may vary widely among different industry sources.

The sections “Offer Document Summary”, “Industry Overview”, “Our Business” and “Management’s Discussion and Analysis
of Financial Conditions and Results of Operations” of this Draft Red Herring Prospectus contain data and statistics from the
report titled “Industry Report on Small Business Loans in India” prepared by CRISIL dated November, 2021, and
commissioned and paid by our Company specifically for the purposes of the Offer, which is subject to the following disclaimer:

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

Such data involves risks, uncertainties and numerous assumptions and is subject to change based on various factors, including
those disclosed in “Risk Factors — We have referred to the data derived from industry reports commissioned and paid for by
our Company from CRISIL Limited exclusively for the purpose of the Offer.” on page 39. Accordingly, no investment decision
should be made solely on the basis of such information.
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FORWARD-LOOKING STATEMENTS

This Draft Red Herring Prospectus contains certain “forward-looking statements”. All statements contained in this Draft Red
Herring Prospectus that are not statements of historical fact constitute “forward-looking statements”. All statements regarding
our expected financial condition and results of operations, business, plans and prospects are “forward-looking statements”.

EE RT3

These forward-looking statements generally can be identified by words or phrases such as “aim”, “anticipate”, “believe”,
“expect”, “estimate”, “intend”, “likely to”, “seek to”, “shall”, “objective”, “plan”, “project”, “propose” “will”, “will continue”,
“will pursue” or other words or phrases of similar import. Similarly, statements that describe our expected financial condition,
results of operations, business, prospects, strategies, objectives, plans or goals are also forward-looking statements. All forward-
looking statements whether made by us or any third parties in this Draft Red Herring Prospectus are based on our current plans,
estimates, presumptions and expectations and 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, including but not limited to,
regulatory changes pertaining to the retail industry and our ability to respond to them, our ability to successfully implement our
strategy, our growth and expansion, technological changes, our exposure to market risks, general economic and political
conditions, in India and globally, which have an impact on our business activities or investments, the monetary and fiscal
policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other
rates or prices, the performance of the financial markets in India and globally, changes in domestic laws, regulations and taxes
and changes in competition in the retail industry, incidence of natural calamities and/or acts of violence. Important factors that
could cause actual results to differ materially from our expectations include, but are not limited to, the following:

o The Coronavirus pandemic (COVID-19) has had certain adverse effects on our business, operations, cash flows and
financial condition and the extent to which it or the effect of outbreaks of any other severe communicable disease may
continue to do so in the future, is uncertain and cannot be predicted;

) We require substantial capital for our business and any disruption in our sources of capital could have an adverse effect
on our business, results of operations and financial condition;

o The risk of non-payment or default by our borrowers may adversely affect our business, results of operations and
financial condition;

) A substantial portion of our customers are first time borrowers which increases risks of non-payment or default for us;
and
) Our inability to meet our obligations, including financial and other covenants under our debt financing arrangements

could adversely affect our business, results of operations and financial condition.

For further discussion of factors that could cause the actual results to differ from the expectations, see “Risk Factors”, “Our
Business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 21, 156
and 3009, respectively. By their nature, certain market risk disclosures are only estimates and could be materially different from
what actually occurs in the future. As a result, actual future gains or losses could materially differ from those that have been
estimated and are not a guarantee of future performance.

Forward-looking statements reflect current views as of the date of this Draft Red Herring Prospectus and are not a guarantee of
future performance. There can be no assurance to investors that the expectations reflected in these forward-looking statements
will prove to be correct. Given these uncertainties, investors are cautioned not to place undue reliance on such forward-looking
statements and not to regard such statements to be a guarantee of our future performance.

These statements are based on our management’s belief and assumptions, which in turn are based on currently available
information. Although we believe the assumptions upon which these forward-looking statements are based on are reasonable,
any of these assumptions could prove to be inaccurate and the forward-looking statements based on these assumptions could
be incorrect. Given these uncertainties, investors are cautioned not to place undue reliance on such forward-looking statements
and not to regard such statements as a guarantee of future performance. Neither our Company, the Selling Shareholders, our
Promaoters, our Directors, the BRLMs nor any of their respective affiliates 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 the requirements of SEBI, our Company shall ensure
that investors in India are informed of material developments from the date of the Red Herring Prospectus until the time of the
grant of listing and trading permission by the Stock Exchanges for the Offer. Further, each of the Selling Shareholders shall,
severally and not jointly, ensure that investors in India are informed of material developments in relation to the statements and
undertakings specifically made or confirmed by such Selling Shareholder in the Red Herring Prospectus and the Prospectus
until the time of the grant of listing and trading permission by the Stock Exchanges for this Offer.
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SECTION II: RISK FACTORS

An investment in our Equity Shares involves a high degree of risk. You should carefully consider all the information in this
Draft Red Herring Prospectus, including the risks and uncertainties described below, before making an investment in the Equity
Shares. The risks described below are not the only ones relevant to us or our Equity Shares and the industry in which we
currently operate or propose to operate in India. Additional risks and uncertainties, not presently known to us or that we
currently deem immaterial may also occur and adversely impact our businesses, prospects, results of operations, financial
condition and cash flows. If any of the following risks, some combination of the following risks, or other risks that are not
currently known or are currently deemed immaterial, actually occur, our business, results of operations, financial condition
and cash flows could suffer, the trading price of our Equity Shares could decline, and you may lose all or part of your
investment. To obtain a complete understanding of our Company, prospective investors should read this section in conjunction
with “Industry Overview”, “Our Business”, “Selected Statistical Information” and “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” on pages 106, 156, 230 and 309, respectively, as well as the financial,
statistical and other information contained in this Draft Red Herring Prospectus.

To the extent the COVID-19 pandemic adversely affects our business and results of operations, it may also have the effect of
heightening many of the other risks described in this section, such as those relating to non-payment or default by borrowers,
our levels of indebtedness and our ability to comply with the covenants contained in the agreements that govern our
indebtedness. In making an investment decision, prospective investors must rely on their own examination of our Company and
the terms of the Offer including the merits and risks involved. You should consult your tax, financial and legal advisors about
the particular consequences to you of an investment in our Equity Shares.

Prospective investors should also pay particular attention to the fact that our Company is incorporated under the laws of India
and is subject to a legal and regulatory environment, which may differ in certain respects from that of other countries.

This Draft Red Herring Prospectus also contains forward-looking statements that involve risks, assumptions, estimates and
uncertainties. Our actual results could differ materially from those anticipated in these forward- looking statements as a result
of certain factors, including but not limited to the considerations described below and elsewhere in this Draft Red Herring
Prospectus. See “Forward-Looking Statements” on page 20.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial or other
implications of any of the risks described in this section. Unless the context requires otherwise, the financial information of our
Company has been derived from our Restated Financial Information. In addition, certain non-GAAP financial measures and
certain other statistical information relating to our operations and financial performance have been included in this section
and elsewhere in this Draft Red Herring Prospectus. Such non-GAAP financial measures should be read together with the
nearest GAAP measure. See “Certain Conventions, Presentation of Financial, Industry and Market Data and Currency of
Presentation — Financial Data — Non-GAAP financial measures and certain other statistical information” on page 17.

The industry-related information contained in this section is derived from a report titled “Industry Report on Small Business
Loans in India” dated November 2021 prepared and issued by CRISIL Limited (the “CRISIL Report”) (extracts of which have
been appropriately incorporated as part of “Industry Overview” on page 106), and exclusively commissioned and paid for by
the Company only for the purposes of confirming our understanding of the industry in connection with the Offer. We appointed
CRISIL Limited to prepare the CRISIL Report on July 30, 2021.

Internal Risk Factors
Risks Relating to our Business

1 The Coronavirus pandemic (COVID-19) has had certain adverse effects on our business, operations, cash flows
and financial condition and the extent to which it or the effect of outbreaks of any other severe communicable
disease may continue to do so in the future, is uncertain and cannot be predicted.

The global impact of the COVID-19 pandemic has been rapidly evolving and public health officials and
governmental authorities have responded by taking measures, including in India where our operations are based,
such as prohibiting people from assembling in large numbers, instituting quarantines, restricting travel, issuing “stay-
at-home” and curfew orders and restricting the types of businesses that may continue to operate, among other
measures. In India, the Government imposed a nationwide lockdown beginning in March 2020 lasting until May
2020, and certain restrictions were extended periodically by varying degrees by state governments and local
administrations. Further, from March 2021 due to an increase in the number of daily COVID-19 cases, several state
governments in India re-imposed lockdowns, curfews and other restrictions to curb the spread of the virus. The lifting
of the lockdown across various regions has been regulated with limited and progressive relaxations being granted for
movement of goods and people in other places and calibrated re-opening of businesses and offices.

Despite the lifting of the lockdown, there is significant uncertainty regarding the duration and long-term impact of
the COVID-19 pandemic, as well as possible future responses by the Government, which makes it impossible for us
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to predict with certainty the impact that COVID-19 will have on our business and operations in the future. The
COVID-19 pandemic has affected and may continue to affect our business, results of operations and financial
condition in a number of ways such as:

o it led to a closure of all our offices and branches for the full month of April 2020 and partial month of May
2020 and we moved to a work-from-home model for those months; we resumed operations at our offices
and branches in a staggered manner by September 2020 in compliance with the lockdown restrictions and
central and state government guidelines;

) the RBI, pursuant to its circulars dated March 27, 2020, April 17, 2020 and May 23, 2020 announced
certain regulatory measures, including, among others, to mitigate the burden of debt servicing brought
about by disruptions on account of the COVID-19 pandemic and to ensure the continuity of viable
businesses; in furtherance of these circulars and in line with our Board approved policy, we granted a five-
month moratorium to all customers who were less than or equal to 90 days-past-due (“DPD”) as of March
31, 2020, in respect of instalments falling due between April 1, 2020 and August 31, 2020; the RBI also
clarified that for all standard accounts as on February 29, 2020, moratorium period will be excluded from
DPD calculation for the purpose of asset classification under the IRAC norms; the moratorium was granted
by us to 141,251 loans with a principal outstanding as of March 31, 2020 of % 38,387.5 million;

o it caused a decline in general economic and business activity, which resulted in a reduction in our
disbursements from 324,086.69 million for the Financial Year 2020 to %12,450.54 million for the Financial
Year 2021. In addition, during the months of March, April and May of 2020, our collection efficiency was
84.86%, 50.95% and 73.19%, respectively (collection efficiency for April and May 2020 computed
assuming monthly instalment dues for all borrowers despite the grant of moratorium by us to all our
customers who were standard as at March 31, 2020);

. to support Micro, small and medium enterprises (“MSMEs”), the Government of India announced an
Emergency Credit Line Guarantee Scheme (“ECLGS”) under which banks and NBFCs were allowed to
extend incremental credit of up to 20% of the loans outstanding of MSMESs as on February 29, 2020,
subject to these accounts not being delinquent as on February 29, 2020. Such incremental credit was fully
guaranteed by the government. This scheme was amended to enhance the limits under the scheme and to
include additional sectors under the ambit of the scheme. Our borrowers preferred moratorium on
instalment dues over incremental credit to endure their temporary cash flow issues and as such we chose
to grant moratorium benefit to all our customers who were “standard” as of March 31, 2020. We have not
provided any incremental credit under ECLGS to any of our borrowers;

) the RBI, pursuant to its circular dated August 6, 2020, had also allowed a one-time restructuring of loans
impacted by COVID-19 to help lenders and customers reschedule repayment of instalments based on
customers’ present income and restoration of income in subsequent months; the restructuring will limit the
potential increase in NPAs out of restructured loan accounts till a revised repayment schedule is agreed
with such customers; these restructured accounts might become NPAs if customers fail to make payments
as per the restructured schedule; We have not granted any restructuring of loans to any of our customers
as part of this restructuring plan;

o The Government of India, Ministry of Finance, through its notification dated October 23, 2020, announced
COVID-19 Relief Scheme for grant of ex-gratia payment of difference between the compound interest and
simple interest for six months to borrowers in specified loan accounts (“the Scheme”), as per the eligibility
criteria and other aspects specified therein and irrespective of whether RBI moratorium was availed or not.
We implemented the Scheme in accordance with the requirements of the notification and credited to the
accounts of or remitted amounts to the eligible borrowers as per the Scheme. Accordingly, we credited an
amount of ¥93.53 million to the borrower accounts and claimed the same amount from the Government of
India;

. by way of a circular dated April 7, 2021 on ‘Asset Classification and Income Recognition following the
expiry of COVID-19 regulatory package’, RBI advised that all lending institutions are required to put in
place a board-approved policy to refund / adjust the ‘interest on interest’ charged to the borrowers during
the moratorium period, i.e. March 1, 2020 to August 31, 2020 in conformity with the above judgement;
the above reliefs shall be applicable to all borrowers, including those who had availed of working capital
facilities during the moratorium period, irrespective of whether moratorium had been fully or partially
availed, or not availed; further, lending institutions shall disclose the aggregate amount to be
refunded/adjusted in respect of their borrowers based on the above reliefs in their financial statements for
the year ending March 31, 2021; pursuant to these guidelines, we had formulated a Board approved policy
for refund of interest on interest, in line with which, an amount of ¥114.43 million was credited to the
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borrower accounts and this was also disclosed in our financial statements.

by way of circulars date May 5, 2021 on ‘Resolution Framework 2.0 — Resolution of COVID-19 related
stress of Individuals and Small Businesses’ (the “May 5 Circular”), RBI has advised that banks and NBFCs
can restructure loans up to 3250 million under the resolution framework 2.0. Individuals and small
businesses with a ‘standard asset’ classification as of March 31, 2021, could approach the lenders to help
ease the parameters of repayment provided, inter alia, that the borrower’s account was not restructured in
terms of the circulars DOR.N0.BP.BC/4/21.04.048/2020-21 dated August 6, 2020; DOR. No.BP.BC.
34/21.04.048/ 2019-20 dated February 11, 2020; or DBR.No.BP.BC. 18/21.04.048/ 2018-19 dated January
1, 2019 (collectively, the “Restructuring Circulars”); upon implementation of the restructuring plan,
lenders are required to maintain a provision of 10% of the residual debt of the borrower. The last day for
the invocation of the resolution process was September 30, 2021. Thereafter, the resolution plan will be
implemented within 90 days; further, through a circular dated June 4, 2021, the RBI enhanced the above
limit of ¥250 million to ¥500 million, provided that the borrower’s account was not restructured in terms
of the May 5 Circular or the Restructuring Circulars;

with the onset of the “second wave” of COVID-19 during the first quarter of Financial Year 2022, we
experienced an adverse impact on our business and collections operations with our disbursals during the
first quarter of Financial Year 2022 reducing to %33,331.24 million compared to 36,618.81 million during
the fourth quarter of Financial Year 2021. Furthermore, due to impact of the “second wave” on borrower
cashflows leading to a temporary inability on their part to make payment of their EMI dues, during the
first half of Financial Year 2022, in line with our Board approved policy, we restructured 1.87% of our
loan portfolio, computed as the AUM of restructured loans as of March 31, 2021 as a percentage of the
total AUM, as of March 31, 2021 (2,655 borrowers in the first quarter of Financial Year 2022; and 45
borrowers in the second quarter of Financial Year 2022). We restructured such loans based on borrowers
requesting assistance and also based on us contacting certain borrowers that showed early signs of
overdues. Restructuring was provided in the form of moratorium for all dues falling between April 1, 2021
and September 30, 2021. For the first quarter of Financial Year 2022, our average monthly collection
efficiency dropped to 89.33% (calculated using instalment dues for non-restructured loans only) and our
Gross NPA and Net NPA increased during the same period from 1.02% and 0.83%, respectively as of
March 31, 2021, to 1.68% and 1.33%, respectively as of June 30, 2021. However, with easing of the impact
of “second wave” and a consequent improvement in borrower cashflows, during the months of August and
September 2021 put together (where no dues were receivable on the restructured accounts, owing to
moratorium), we have recorded approximately 82% of borrowers whose loans were restructured, making
at least one EMI payment;

our customers who are individuals, primarily belong to the low and middle-income groups typically lack
traditional evidence of income, have less financial wherewithal than other borrowers and may default on
their repayment obligations;

the effects of the COVID-19 pandemic on our future results of operations, cash flows and financial
condition could adversely impact our ability to service our debt obligations and comply with the covenants
in our credit facilities and other financing agreements and could result in events of default and the
acceleration of indebtedness, which could adversely affect our results of operations and financial condition
and our ability to make additional borrowings;

inherent challenges to productivity, connectivity and oversight due to an increase in number of individuals
working from home;

increased vulnerability to cyber-security threats and potential breaches, including phishing attacks,
malware and impersonation tactics, resulting from the increase in numbers of individuals working from
home;

uncertainty regarding the conditions that must be satisfied before government authorities completely lift
“stay-at-home” orders and further imposition of such orders as a result of the resurgence of COVID-19
since April 2021;

potential negative impact on the health and safety of our personnel, particularly because a number of them
were and could in future be afflicted by COVID-19, which could result in a deterioration in our ability to
ensure business continuity during this disruption; and

our Statutory Auditors have included an emphasis of matter in their auditor’s report on the financial
statements for the six months ended September 30, 2021 and the Financial Years 2021 and 2020 in this
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regard.

Our inability to access debt and equity capital on acceptable terms, or at all, and a further disruption and instability
in the global financial markets or deterioration in credit and financing conditions or downgrade of our or India’s
credit rating may affect our access to capital and other sources of capital necessary to fund our operations or address
maturing liabilities on a timely basis. For instance, the “first wave” of COVID-19 had an impact on our ability to
procure capital from banks and financial institutions putting all of our borrowing proposals on hold and resulting in
a reduction in our liquidity position as of March 31, 2020.

While COVID-19 has directly affected our business and operations, there is significant uncertainty regarding the
duration and impact of the COVID-19 pandemic, as well as possible future responses, which makes it impossible for
us to predict with certainty the impact that COVID-19 will have on us and our customers at this time. The impact of
COVID-19 pandemic, including the anticipated “third wave”, on our operations and financial metrics, will depend
on the future developments, which are highly uncertain and cannot be predicted, including (i) any new information
as to the scope, severity, and duration of the pandemic or the efficacy of vaccines; (ii) any actions taken by
governments, the RBI and other authorities, businesses and individuals in response to the pandemic; (iii) the effect
on customer demand, and their ability to repay the principal amount or interest, for our products; (iv) disruptions or
restrictions on the ability to work and travel of our employees, customers and partners; (v) volatility in foreign
exchange rates, interest rates and availability of adequate liquidity in the financial system; (vi) any extended period
of remote work arrangements; and (vii) strain on our business counterparties’ continuity plans, and resultant
operational risk, and therefore, our prior financial results are not necessarily indicative of results to be expected for
future periods. Any intensification of the COVID-19 pandemic or any future outbreak of another highly infectious
or contagious disease may adversely affect our business, results of operations and financial condition. Further, our
existing insurance coverage may not provide protection for all costs that may arise from all such possible events.

Further, as COVID-19 adversely affects our business and results of operations, it may also have the effect of
exacerbating many of the other risks described in this “Risk Factors” section. Further, the outbreak, or threatened
outbreak, of any severe communicable disease or pandemic, as seen in the recent outbreak and aftermath of COVID-
19, could adversely affect overall business sentiment and environment across industries.

We require substantial capital for our business and any disruption in our sources of capital could have an adverse
effect on our business, results of operations and financial condition.

Our business and results of operations depend on our ability to raise both, debt and equity from various external sources
on suitable terms and in a timely manner. Our financing requirements historically have been met from several sources,
including term loans and working capital facilities; proceeds from loans securitized; proceeds from the issuance of
NCDs; and principal protected market linked debentures from banks, financial institutions, mutual funds, and other
domestic and international development financial institutions to meet our capital requirements. See “Financial
Indebtedness” on page 338. Our business thus depends on, and will continue to depend on, our ability to continually
access these sources of capital and secure low cost funding at rates lower than the interest rates at which we lend to
our customers.

Our ability to raise funds on acceptable terms, at competitive rates and in a timely manner, depends on various factors
including our current and future results of operations and financial condition, our risk management policies, our credit
ratings, our brand equity, the regulatory environment and policy initiatives in India and developments in the domestic
markets including capital markets and international markets affecting the Indian economy including the effect of events
such as the COVID-19 pandemic, macro and micro economic and financial conditions or continuing lack of liquidity
in the market. The terms of any additional financing may also place limits on our financial and operational flexibility.
We cannot assure you that our business will continue to generate sufficient cash to enable us to service our existing
and future debt or to fund our other liquidity needs. Recently, certain NBFCs in India have defaulted in the repayment
of their borrowings, which has adversely affected the availability and cost of funds to NBFCs in general. Any such
events in the future may lead to adverse perceptions about the finance sector as a whole and affect our ability to obtain
financing at commercially reasonable terms.

Further, changes in economic, regulatory and financial conditions or any lack of liquidity in the market could adversely
affect our ability to access funds at competitive rates, which could adversely affect our liquidity and financial
condition. Our ability to raise debt to meet our financing requirements is also restricted by the limits prescribed under
applicable regulations. If we are unable to obtain adequate financing in a timely manner and on acceptable terms, our
business, results of operations and financial condition may be adversely affected.

The risk of non-payment or default by our borrowers may adversely affect our business, results of operations and
financial condition.

We primarily serve customers in the low and middle-income groups with majority of our borrowers being small
business owners and self-employed individuals. As of September 30, 2021, March 31, 2021, March 31, 2020 and
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March 31, 2019, ¥32,150.56 million, or 69.30% of our AUM, %29,407.41 million, or 66.15% of our AUM, 322,704.62
million, or 58.33% of our AUM and %9,990.12 million, or 47.28% of our AUM, respectively, were from customers
who belonged to the low-income group, earning not more than 325,000 per month. Our customers may default on
their repayment obligations due to various reasons including business failure, insolvency, lack of liquidity, loss of
employment or personal emergencies such as the death of an income-generating family member, including on account
of events such as the COVID-19 pandemic. In addition, our customers often may not have credit histories, or may not
have formal income proofs such as tax returns and other documents that would enable us to assess their
creditworthiness. Further, we may not receive updated information regarding any change in the financial condition of
our customers or may receive inaccurate or incomplete information as a result of any misrepresentation by our
customers or employees. It may therefore be difficult for us to carry out the necessary credit risk analysis on all of our
customers. Although we follow procedures to evaluate the credit profiles of our customers prior to sanctioning a loan,
we also rely on the value of the property provided as underlying collateral.

We also provide loans to customers who are self-employed. During the period between April 1, 2019 and September
30, 2021, 27.09% of the loans disbursed (in terms of count of loans) were to self-employed customers. Self-employed
customers are often considered to be higher credit risk customers due to their increased exposure to fluctuations in
cash flows due to adverse economic conditions. To the extent we are unable to successfully manage the risks associated
with lending to self-employed customers, it may become difficult for us to recover outstanding loan amounts provided
to such customers. We cannot assure you that our risk management controls will be sufficient to prevent future losses
on account of customer defaults, which may adversely affect our business, results of operations and financial condition.

Our ability to manage the credit quality of our loans, which we measure in part through non-performing assets that are
90+ DPD (“NPASs”), is a key driver of our results of operations. Our total loan portfolio has grown during the six
months ended September 30, 2021 and the Financial Years 2021, 2020 and 2019 , and we anticipate that the size of
our loan portfolio will continue to grow in the future as we pursue our expansion strategy. We classify loans that are
90+ DPD as “Stage 3 assets” (in accordance with Ind-AS) and its equivalent, “NPA” (in accordance with the RBI
Master Directions). As of September 30, 2021, March 31, 2021, March 31, 2020 and March 31, 2019, our Gross NPAs
were 2667.27 million, ¥451.93 million, ¥532.26 million and ¥186.72 million, respectively, while our Gross NPAs to
AUM was 1.44%, 1.02%, 1.37% and 0.88%, respectively. As of September 30, 2021, March 31, 2021, March 31,
2020, and March 31, 2019, our Net NPAs were ¥548.36 million, ¥370.74 million, ¥438.05 million and ¥143.52 million,
respectively, while our Net NPAs to AUM was 1.18%, 0.83%, 1.13% and 0.68%, respectively. In addition, on account
of our recent growth, a significant portion of our loan portfolio is relatively new and was disbursed during the last 36
months. We believe that the risk of delinquency in our loans typically emerges 18 to 36 months from disbursement.
We cannot assure you that we will be able to maintain or reduce our current levels of NPAs in the future.

Further, as our loan portfolio grows, our NPAs may increase and the current level of our provisions may not adequately
cover any such increases. Negative trends or financial difficulties or a general economic slowdown could unexpectedly
increase delinquency rates. We cannot assure you that there will not be a significant increase in the portion of our loans
that are classified as NPAs as our loan portfolio matures. See also “— The Coronavirus pandemic (COVID-19) has had
certain adverse effects on our business, operations, cash flows and financial condition and the extent to which it or
the effect of outbreaks of any other severe communicable disease may continue to do so in the future; is uncertain and
cannot be predicted” on page 21.

A substantial portion of our customers are first time borrowers which increases risks of non-payment or default for
us.

We have customers who are first-time borrowers from the formal secured lending ecosystem. As of September 30,
2021, we had 25.09% of customers, who were new to lending ecosystem. Such customers generally may have higher
risk of non-payment or default due to a number of reasons such as not having the experience of payment of interest
and repayment of principal, as well as other reasons applicable to our other customers such as business failure,
insolvency, lack of liquidity, loss of employment or personal emergencies such as the death of an income-generating
family member, including on account of events such as the COVID-19 pandemic. To the extent we are unable to
successfully manage the risks associated with lending to customers new to credit, it may become difficult for us to
recover outstanding loan amounts (including interest) provided to such customers. We cannot assure you that our risk
management controls will be sufficient to prevent future losses on account of customer defaults and hence increasing
our Net NPA and adversely affecting our business, results of operations and financial condition.

Our inability to meet our obligations, including financial and other covenants under our debt financing
arrangements could adversely affect our business, results of operations and financial condition.

As of September 30, 2021, our Total Borrowings was 328,542.54 million. Our ability to meet our debt service
obligations and repay our outstanding borrowings will depend primarily on the cash generated by our business, which
depends on the timely repayment by our customers. For details in relation to our outstanding indebtedness and certain
indicative terms of our borrowing facilities, see “Financial Indebtedness — Key terms of our borrowings” on page 338.
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Our financing agreements contain several restrictive covenants and we are required to obtain prior approval from our
lenders for undertaking various actions, including:

. make any amendments to the memorandum of association and articles of association;

o effect any changes to or alter our capital structure, including by way of a buyback;

. effect any change in the constitution, including shareholding pattern, ownership, controlling interest and
control;

. effect any changes in our management, including changes in the composition of the Board of Directors and

change in the practice with regard to remuneration of directors;

. undertake guarantee obligations on behalf of any other person or provide any loan/advance to any third party;
) incur further indebtedness;

. make any prepayment of amounts due under the facilities;

. dilute the shareholding of the Promoter(s) and members of the Promoter Group;

o expansion or diversification of our business;

. opening of current accounts with banks not part of the lending consortium; and

o enter into long term contractual obligations directly affecting our financial position.

We have applied to our lenders and while we have received consents from majority of our lenders in relation to this
Offer, consents from certain lenders in relation to this Offer are still pending as on the date of this Draft Red Herring
Prospectus. We cannot assure you that such consents will come in the future or at all. Under some of these agreements,
certain lenders also require us to maintain certain financial ratios at the end of certain reporting periods, including end
of fiscal quarters and fiscal years, as required under such borrowing arrangements. Some of our financing agreements
also contain cross-default and cross-acceleration clauses, which are triggered in the event of a default by us under our
respective financing agreements. For details of the indicative events of default and the consequences of events of
default under our borrowing arrangements, see “Financial Indebtedness — Key terms of our borrowings” on page 338.
Our failure to meet our obligations under our financing agreements could have an adverse effect on our business,
results of operations and financial condition. For instance, in September 2021, we received a waiver on an NPA
covenant under an NCD agreement, wherein loans restructured in accordance with the RBI Circular dated May 5,
2021, would be excluded from the definition of Portfolio at Risk (PAR) 90, which earlier included restructured loans.
For details in relation to our outstanding indebtedness and certain indicative terms of our borrowing facilities, see
“Financial Indebtedness — Key terms of our borrowings” on page 338.

Our future borrowings may also contain similar restrictive provisions. If we fail to meet our debt service obligations
or covenants provided under the financing agreements, the relevant lenders could declare us to be in default under the
terms of our agreements or accelerate the maturity of our obligations. We cannot assure you that, in the event of any
such acceleration, we will have sufficient resources to repay the borrowings.

The negative covenants as mentioned in this risk factor and in the section “Financial Indebtedness — Key terms of our
borrowings” on page 338, and other clause/covenants of a similar nature under the financing arrangements entered
into by us with our lenders are in the ordinary course of business as a small business finance company and will continue
post listing of the Equity Shares, as is customary for borrowing arrangements entered into in the ordinary course of
business for listed and unlisted companies. Further, there will be no direct/indirect impact of such restrictive
clauses/covenants present under our financing arrangements on our public shareholders post listing of the Equity
Shares.

Any deterioration in the performance of any pool of receivables securitized to banks and other institutions may
adversely impact our results of operations.

We securitize a portion of our receivables to banks and other financial institutions. Such securitization is undertaken
by us on the basis of our internal estimates of funding requirements and availability of other sources of funds, and may
vary from time to time. During the six months ended September 30, 2021 and the Financial Years 2021, 2020 and
2019, we securitized assets worth nil, ¥7,857.90 million, ¥3,988.63 million and nil, respectively. As of September 30,
2021, March 31, 2021, March 31, 2020 and March 31, 2019, our receivables securitized were 36,496.21 million,
¥8,181.56 million, 3,339.60 million and nil , constituting 14.00%, 18.40%, 8.58% and nil of our AUM, respectively.
Any change in RBI or other regulators in relation to securitizations by NBFCs could have an adverse impact on our
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securitization program. In the event the bank or financial institution with whom we have securitized our receivables
does not realize the receivables due under loans that have been securitized, the relevant bank or financial institution
could enforce the underlying credit enhancements provided by our Company. Should such banks or financial
institutions seek to enforce the underlying credit enhancements, such as fixed deposits, provided up to a specified
percentage of the underlying loan, it could have an adverse effect on our results of operations.

Our liquidity may be affected by the COVID-19 pandemic which may affect our ability to continue to operate and
grow our business.

There is no guarantee that we and the Indian financial services industry in general, notwithstanding measures taken by
the Government, will be able to maintain sufficient liquidity given the uncertain scope and duration of the COVID-19
pandemic. We fund substantially all of the loans through borrowings under our several financial facilities. As of
September 30, 2021, our fixed interest rate financial liabilities and floating interest rate financial liabilities were
%20,188.98 million and %8,353.56 million, representing 70.73% and 29.27%, respectively of our Total Borrowings.
See Note 47 to the Restated Financial Information. Given the broad impact of COVID-19 on the financial markets,
our ability to borrow money to fund our current and future customer demand is uncertain. Our liquidity could also be
affected as our lenders reassess their exposure to NBFCs and either curtail access to financing facilities or impose
higher costs to access such facilities. Our liquidity may be further constrained as there may be less demand by investors
to acquire our loans in the secondary market. Even if such demand exists, we face a higher risk as a result of the
COVID-19 pandemic stemming from our customers inability to repay the underlying loans. Further, if as a
consequence of COVID-19, banks and NBFCs are unable to meet their market commitments, this could affect investor
confidence in NBFCs generally and result in a loss of investors in NBFCs. A liquidity shortage for the industry as a
whole may adversely affect our cash flows.

We are affected by volatility in interest rates for both our lending and treasury operations, which could cause our
net interest income (“NII”) and net interest margin (“NIM”) to vary and consequently affect our profitability, result
of operations and cash flows.

Our results of operations depend substantially on the level of our net interest income, which is the difference between
our interest income and our finance cost. Any change in interest rates would affect our interest expense on our floating
interest-bearing liabilities as well as our NIl and NIM. Any increase in our cost of funds may lead to a reduction in
our NIM, or require us to increase interest rates on loans disbursed to customers in the future to maintain our NIM.
For the six months ended September 30, 2021 and the Financial Years 2021, 2020 and 2019, our NIM was 16.97%,
16.00%, 16.69% and 19.05%, respectively.

Interest rates are highly sensitive to many factors beyond our control, including the monetary policies of the RBI,
deregulation of the financial sector in India, domestic and international economic and political conditions and other
macro and micro economic factors, which have historically resulted in changes in interest rates in India. Moreover, if
there is an increase in the interest rates we pay on our borrowings that we are unable to pass to our customers, we may
find it difficult to compete with our competitors, who may have access to low-cost funds. As of September 30, 2021,
our fixed interest rate financial liabilities and floating interest rate financial liabilities were ¥20,188.98 million and
%8,353.56 million, representing 70.73% and 29.27% of our Total Borrowings, respectively. All of our loan portfolio
is at fixed rates of interest and we may be unable to pass on any increase in our cost of borrowings to our customers.
Further, to the extent our borrowings are linked to market interest rates, we may have to pay interest at a higher rate
than our competitors that may borrow at fixed interest rates. An increase in general interest rates in the economy could
also reduce the overall demand for small business finance, increase our NPAs and impact our growth. An increase in
interest rates could result in a reduction in our NII and NIM since we will not be able to pass on the increased interest
rate to our existing borrowers. In a declining interest rate environment, some of our customers may prepay their loans
to take advantage of such a declining interest rate environment.

Fluctuations in interest rates may also adversely affect our treasury operations. In a rising interest rate environment,
especially if the rise is sudden or sharp, we could be adversely affected by the decline in the market value of our fixed
income investments. However, in a declining interest rate environment, our NIl could decline due to a reduction in
yield from our fixed income investments. Our inability to effectively and efficiently manage interest rate variations
and our failure to pass on increased interest rates on our borrowings may cause our NIl to decline, which would
decrease our return on assets and could adversely affect our business, result of operations and financial condition.

Any downgrade in our credit ratings could increase our borrowing costs, affect our ability to obtain financing, and
adversely affect our business, results of operations and financial condition.

The cost and availability of capital depends in part on our short-term and long-term credit ratings. Credit ratings reflect

the opinions of ratings agencies on our financial strength, operating performance, strategic position and ability to meet

our obligations. For details of our current credit ratings, see “Our Business — Credit Ratings” on page 176. Any

downgrade in our credit ratings could increase borrowing costs, result in an event of default under certain of our

financing arrangements and adversely affect our access to capital and debt markets, which could in turn adversely
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affect our interest margins, our business, results of operations, financial condition and cash flows. In addition, any
downgrade in our credit ratings could result in a recall of existing facilities, increase the probability that our lenders
impose additional terms and conditions to any financing or refinancing arrangements we enter into in the future, impair
our future issuances of debt and equity, and our ability to raise new capital on a competitive basis, which may adversely
affect our business, results of operations and financial condition.

In addition, our borrowing costs and our access to the debt capital markets depend significantly on the credit ratings
of India. While S&P Global Ratings (“S&P”) and Moody’s currently have a stable outlook, Fitch has a negative
outlook on their sovereign rating for India. The ratings agencies may lower their sovereign ratings for India or the
outlook on such ratings, which would also impact our ratings. In July 2021, S&P, retained India’s sovereign ratings at
“BBB-” with the “stable” outlook, citing its expectation that the Indian economy will recover through the second half
of Financial Year 2022. In October 2021, Moody’s changed India’s sovereign rating outlook to “Stable” from
“Negative” and affirmed India’s credit rating at “Baa3”. In June 2020, Fitch downgraded the outlook on India’s 1ong-
term foreign currency Issuer Default Rating to “negative” from “stable,” and affirmed the rating at “BBB-", which
was re-affirmed in December 2020 and again in September 2021. This was due to the COVID-19 pandemic having
significantly weakened India’s growth outlook for the year and the challenges associated with a high public debt
burden.

There can be no assurance that these ratings will not be further revised or changed by S&P, Fitch or Moody’s or that
any of the other global rating agencies will not downgrade India’s credit rating. Any adverse revisions to India’s credit
ratings for domestic and international debt by international rating agencies may adversely affect the Company’s ratings
or terms on which the Company is able to finance future capital expenditure. This could have an adverse effect on our
ability to fund our growth on favorable terms or at all and consequently adversely affect our business and financial
performance and the price of the Equity Shares.

We may face asset-liability mismatches, which could affect our liquidity and consequently may adversely affect our
operations and profitability.

We face potential liquidity risks because our assets and liabilities mature over different periods. Asset and liability
mismatch, which represents a situation when the financial terms of an institution’s assets and liabilities do not match,
is a key financial parameter for us. We carefully monitor the contractual maturity periods of our assets and liabilities
and categorize them on the basis of the number of years in which they mature. Although we had a positive asset-
liability position as of September 30, 2021 across various maturities and had no cumulative mismatches up to the five
years maturity, we cannot assure you that we will be able to continue to maintain a favourable asset-liability maturity
profile in the future. We meet a significant portion of our financing requirements through term loans and working
capital facilities; proceeds from loans securitized; proceeds from the issuance of NCDs; and principal protected market
linked debentures from banks, financial institutions, mutual funds, and other domestic and international development
financial institutions. Any mismatch in the maturity profile of our assets and liabilities may lead to a liquidity risk and
have an adverse effect on our business and results of operations. See “Selected Statistical Information” on page 230.

Our operations are primarily focused in the states of Tamil Nadu, Andhra Pradesh, Telangana and Karnataka and
any adverse developments in these regions could have an adverse effect on our business and results of operations.

Our operations are primarily focused in the states of Tamil Nadu, Andhra Pradesh, Telangana and Karnataka. Such
key states collectively account for approximately 85.00% of our branch network as of September 30, 2021. As of
September 30, 2021, X18,806.74 million, or 40.54% of our AUM, X13,218.24 million, or 28.49% of our AUM,
Z8,645.30 million, or 18.63% of our AUM, and Z3,439.82 million, or 7.41% of our AUM was attributable to Tamil
Nadu, Andhra Pradesh, Telangana and Karnataka, respectively. As of March 31, 2021, %18,445.88 million, or 41.49%
of our AUM, %12,509.64 million, or 28.14% of our AUM, %8,167.83 million, or 18.37% of our AUM, and %3,219.25
million, or 7.24% of our AUM was attributable to Tamil Nadu, Andhra Pradesh, Telangana and Karnataka,
respectively. Any significant social, political or economic disruption, or natural calamities or civil disruptions in these
regions, or changes in the policies of the state or local governments of these regions or the Government of India, could
disrupt our business operations, require us to incur significant expenditure and/or change our business strategies. The
occurrence of, or our inability to, effectively respond to any such event, could have an adverse effect on our business
and results of operations.

Our inability to recover the full value of collateral, or amounts outstanding under defaulted loans in a timely
manner, or at all, could adversely affect our business, results of operations and financial condition.

We provide secured loans to small business owners and self-employed individuals, as well as small mortgage loans to
fund certain significant economic events in our customers lives, where the primary collateral is typically land and
building of between 0.1 million to 1 million in value. While all of our loans are secured, as of September 30, 2021,
March 31, 2021, March 31, 2020 and March 31, 2019, the average loan-to-value ratio of our loans (weighted for the
loans outstanding) was 36.23%, 36.02%, 36.15% and 35.16%, respectively. The value of the collateral, however, may
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decline during the term of the loan for a variety of reasons, including due to adverse market conditions prevalent in
the real estate sector. As a result, although we have not repossessed and sold any property for the six months ended
September 30, 2021, and Financial Years 2021, 2020 and 2019, if our customers default in future, we may not be able
to fully recover the outstanding loan balance by liquidating the collateral under the relevant financing facility, and, in
turn, incur losses, even where we are able to successfully repossess and liquidate the collateral.

While we have been able to recover principal and interest from a majority of our defaulting customers in the past
without having to repossess their collateral, we cannot assure you that we will be able to continue to recover principal
and interest in the future without having to repossess collateral, and even if we do, we cannot assure you that we will
be able to liquidate the collateral to recover the full amounts due to us. Any failure to recover the expected value of
collateral security could expose us to a potential loss.

We may also encounter difficulties in repossessing and liquidating collateral. We cannot assure you that we will be
able to successfully repossess and sell the collateral in the event of default under a loan agreement. We may also face
challenges in title verification of the collateral provided by the customer, as there is no central land registry in India
and title to the property can be disputed, including on account of local land records not being duly updated, or not
being maintained in a legible manner, or only being available in the local vernacular languages, as well as on account
of actual or alleged short payment of stamp duty or registration fees (which may render the title documents
inadmissible in evidence, unless stamped prior to enforcement with payment of requisite penalties). Moreover, we
may also not be able to sell the collateral at a price sufficient to cover the amount owed under the financing facility,
or at all. We may face additional delay and expense in conducting an auction to sell the collateral and may face
significant delay in repossessing collateral, as litigation against defaulting customers, even if governed by an
arbitration clause, can be slow and expensive in India. In the event of any inability or delay in the repossession and
liquidation of the collateral securing loans in default, we may incur losses, which could adversely affect our business,
results of operations and financial condition.

Our inability to maintain our capital adequacy ratio could adversely affect our business.

The RBI Master Directions currently require NBFCs to comply with a capital to risk (weighted) assets ratio, or capital
risk adequacy ratio (“CRAR?”), consisting of Tier I and Tier II capital. Under these requirements, Tier | and Tier Il
capital should not be less than 15% of the sum of the NBFC’s risk-weighted assets on-balance sheet and of risk adjusted
value of off-balance sheet items, as applicable. Further, we are required to maintain a capital adequacy ratio consisting
of Tier | and Tier Il capital, which shall not be less than 15% of our aggregate risk weighted assets on-balance sheet
and of risk adjusted value of off-balance sheet items. In addition, our Tier | capital, at any point in time, shall not be
less than 10%. For details, see “Key Regulations and Policies” on page 184.

As of September 30, 2021, our capital adequacy ratio as disclosed in the Restated Financial Information was 80.51%,
with Tier | capital comprising 80.51% and Tier Il capital comprising Nil. 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 remain in compliance with
the applicable capital adequacy ratios. Further, the RBI may increase its minimum CRAR threshold, which may require
us to raise additional capital.

We cannot assure you that we will be able to raise adequate additional capital in the future on terms favorable to us,
or at all, which may adversely affect the growth of our business. Further, the RBI may also in the future require
compliance with other prudential norms and standards, which may require us to alter our business and accounting
practices or take other actions that could adversely affect our business and operating results.

We have experienced significant growth in recent years and we may not be able to sustain such growth in the future.

We have experienced considerable growth in recent years and we have significantly expanded our operations and
branch network. Our total income grew from ¥4,089.86 million for the Financial Year 2019 to ¥10,512.55 million for
Financial Year 2021 (for the six months ended September 30, 2021, our total income was 6,112.39 million), while
our profit for the year grew from X1,564.14 million for the Financial Year 2019 to %3,589.94 million for the Financial
Year 2021 (for the six months ended September 30, 2021, our profit for the period was 32,175.47 million). Our AUM
grew from %21,128.06 million as of March 31, 2019 to ¥46,392.91 million as of September 30, 2021 and the number
of our branches has grown from 173 to 268 as of the same dates. However, we cannot assure you that our growth
strategy will continue to be successful or that we will be able to continue to grow further, or at the same rate.

Our inability to manage our expansion effectively and execute our growth strategy in a timely manner, or within budget
estimates could have an adverse effect on our business and results of operations. Our ability to execute our growth
strategies will depend, among other things, on our ability to identify key target markets correctly, manage our pricing
to compete effectively, and scale up and grow our network efficiently. We will also need to manage relationships with
a greater number of customers, service providers, lenders and other parties as we expand.
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In order to manage our growth effectively, we must implement, upgrade and improve our operational systems,
processes, procedures and controls in a timely manner. If we fail to implement these systems, processes, procedures
and controls in a timely manner, we may not be able to meet our customers’ needs, hire and retain new employees or
operate our business effectively. Our ability to sustain our rate of growth also depends significantly upon our ability
to select and retain key managerial personnel (“KMP”), maintaining effective risk management policies and training
managerial personnel to address emerging challenges. Further, a number of external factors beyond our control could
also affect our ability to continue to grow our business and loan portfolio, such as demand for small business loans in
India, business and domestic economic growth, the RBI’s monetary and regulatory policies, RBI Master Directions,
inflation, competition and availability of cost-effective debt and equity capital.

We cannot assure you that our existing or future management, operational and financial systems, processes, procedures
and controls will be adequate to support future operations, or establish or develop business relationships beneficial to

future operations. Failure to manage growth effectively could have an adverse effect on our business and results of
operations.

We have had negative net cash flows in the past and may continue to have negative cash flows in the future.
The following table sets forth our net cash flows for the periods indicated:

(< in millions)

For the six For the Financial Year
months ended 2021 2020 2019
September 30,
2021

Net cash from / (used in) operating activities 466.51 (1,572.67) (15,232.80) (9483.39)
Net cash from / (used in) investing activities (7,746.95) 1,021.41 (1,319.34) 142.16
Net cash from financing activities 3,106.16 10,325.30 17,253.36 10,224.01
Net increase/(decrease) in cash and cash equivalents (4,174.28) 9,774.04 701.22 882.78

For further details, see “Financial Statements” and “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” on pages 243 and 309, respectively. We cannot assure you that our net cash flow will be
positive in the future.

The Indian small business finance industry is highly competitive and our inability to compete effectively could
adversely affect our business and results of operations.

The small business finance industry in India is highly competitive and we compete with unorganized money lenders,
friends and family members, certain larger NBFCs and HFCs, NBFCs that also offer loans for business purposes but
backed for property (in particular self-occupied residential property (“SORP”), as well as certain microfinance entities
and small finance banks, in geographies in which we operate. Consistent with developments over the years, we may
also see the entrance of new competitors. Our competitors may have more resources, a wider branch and distribution
network, access to cheaper capital, superior technology and may have a better understanding of and relationships with
customers in these markets. This may make it easier for competitors to expand and to achieve economies of scale to a
greater extent. In addition, our competitors may be able to rely on the reach of affiliated group companies or other
banks. Competition in our industry also depends on, among other things, the evolution of government policies relating
to the industry (including interest rate deregulation and other liberalization measures), the entry of new participants,
and the extent to which there is a consolidation among banks and financial institutions in India and we expect
competition to intensify in the future. See “Our Business — Description of our Business — Competition” on page 182.

Our ability to compete effectively will depend, in part, on our ability to maintain or increase our margins. Our margins
are affected in part by our ability to continue to secure low-cost capital, and charge optimum interest rates at which
we lend to our customers. Consequently, our ability to maintain or increase our margins will be dependent on our
ability to pass on increases in the interest rates on our interest-bearing liabilities to our customers. Moreover, any
increases in the interest rates on the loans we extend may also result in a decrease in business. We cannot assure you
that we will be able to react effectively to these or other market developments or compete effectively with new and
existing players in the increasingly competitive small business finance industry. If we are unable to compete
effectively, our business and results of operations may be adversely affected.

Our lack of success in expanding our business into new regions and markets in India or the sub-optimal
performance of our new branches could adversely affect our business, results of operations, financial condition
and cash flows.

As part of our growth strategy, we continue to evaluate opportunities to expand our business into new markets in India
such as Madhya Pradesh, Chhattisgarh, Maharashtra and Uttar Pradesh. Factors such as competition, customer
requirements, regulatory regimes, business practices and customs in these new markets may differ from those in our
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existing markets, and our experience in our existing markets may not be applicable or relevant to these new markets.
In addition, as we enter new markets and geographical regions, we are likely to compete with not only other banks and
financial institutions but also the local unorganized or semi-organized private financiers, who may be more familiar
with local regulations, business practices and customs, and may have stronger relationships with target customers.

As we plan to expand our geographic footprint, we may be exposed to additional challenges such as obtaining
necessary governmental approvals; successfully marketing our brand and product offerings in markets in which we
have no familiarity; attracting customers in a market in which we do not have significant experience or visibility; being
subject to additional local taxes; attracting and retaining new employees; expanding our technological infrastructure;
maintaining standardized systems and procedures; and adapting our marketing strategy and operations to new markets
in India in which different languages are spoken. For instance, a number of states in India have enacted laws to regulate
money-lending transactions and there are civil and criminal penalties prescribed for non-compliance with the relevant
money lending statutes. These laws also establish a maximum rate of interest that can be charged to customers. While
NBFCs regulated by RBI are required to comply with norms laid down by RBI and are not required to comply with
the provisions of these state money-lending laws, it may be judicially determined or clarified by relevant authorities
that such statutes do apply to us. If, as a result of this, we are subject to those state money-lending laws, our business
in such states could be affected. To address these challenges, we may have to make significant investments that may
not yield desired results or incur costs that we may not be able to recover. Our lack of success in expanding our current
operations or the sub-optimal performance of our new branches may adversely affect our business, financial condition,
results of operations and cash flows.

Any failure or significant weakness of our internal processes or systems could cause operational errors or incidents
of fraud, which would adversely affect our business, profitability and reputation.

We are responsible for establishing and maintaining adequate internal controls commensurate with the size and
complexity of operations. Our internal audit functions make an evaluation of the adequacy and effectiveness of internal
systems on an ongoing basis so that business units adhere to our policies, compliance requirements and internal
guidelines. While we periodically test and update our internal processes and systems, following internal and external
reviews, 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 ensure effective internal checks and balances in all circumstances.
For example, in 2019, the RBI, via their inspection report for Financial Year 2019 identified an inadequate institutional
risk management structure in light of our business growth during Financial Year 2019. Such inadequacies included
too few Risk Management Committee meetings during the period and the fact we had not prepared a risk profile
considering the business and external environment in which we operate, among others.

Our management information systems and internal 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 system or
process weaknesses are identified, our actions may not be sufficient to correct such weakness. Failures or material
errors in our internal systems may lead to deal errors, pricing errors, inaccurate financial reporting, fraud and failure
of critical systems and infrastructure. During the six months ended September 30, 2021, and in the Financial Years
2021, 2020 and 2019, we recorded six, one, three and five instances of frauds, respectively, for values of 0.38 million,
20.10 million, ¥3.30 million and %0.59 million, respectively. Such instances may also adversely affect our reputation,
business and results of operations. While we have been able to detect and recover all these amounts, we cannot assure
you that that we would be able to prevent frauds in the future or that our existing internal mechanisms to detect or
prevent fraud will be sufficient. Any fraud discovered in the future may have an adverse effect on our business,
profitability and reputation.

We may not be able to identify, monitor and manage risks or effectively implement our risk management policies.

The effectiveness of our risk management is affected by the quality and timeliness of available data. We have devoted
significant resources to develop and implement our risk management policies and procedures and intend to continue
doing so in the future. We have policies and procedures in place to measure, manage and control the various risks to
which we are exposed, which include our resource planning and asset management policy, credit policy, collateral
management policy, whistle blower and vigilance mechanism, fair practices code, grievance redressal policy, internal
guidelines on corporate governance, investment policy, risk management policy, IT policies and procedures, policy on
resolution framework and KYC and anti-money laundering policy. Our Board of Directors, Chief Risk Officer, the
Asset Liability Management Committee and Risk Management Committee review our risk management policies from
time to time. We also depend on our information technology systems to assist us with our risk management functions
including carrying out periodic IT audits.

However, our policies and procedures to identify, monitor and manage risks may not be fully effective. Some of our
risk management processes may not be automated and subject to human error, such as the process required to assess
an applicant’s cash income. Some of our methods of managing risks are based on the use of observed historical market
behavior and may not accurately predict future risk exposures, which could be significantly greater than those indicated
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by the historical measures. In addition, as we seek to expand the scope of our operations, we also face the risk of
inability to develop commensurate risk management policies and procedures. Other risk management methods depend
upon an evaluation of information regarding the markets we operate in, the customers we service and certain other
matters, which may not be accurate, complete, up-to-date or properly evaluated in all cases. Management of
operational, legal or regulatory risks requires, among other things, policies and procedures to properly record and
verify a number of transactions and events. Although we have established these policies and procedures, they may not
be fully effective.

Our earnings are dependent upon the effectiveness of our management of changes in asset 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. If we fail to effectively implement our risk management
policies, it could have an adverse effect on our business, results of operations and financial condition.

Non-compliance with the RBI’s observations made pursuant to its periodic inspections and violations of regulations
prescribed by the RBI, could expose us to certain penalties and restrictions.

As an NBFC-ND-SI, we are subject to periodic inspections by the RBI under Section 45N of the RBI Act, wherein the
RBI inspects our books of accounts and other records for the purpose of verifying the correctness or completeness of
any statement, information or particulars furnished to the RBI or for obtaining any information, which we may have
failed to furnish when called upon to do so. In its past inspection reports, the RBI has (a) identified certain deficiencies
in our operations, (b) made certain observations in relation to our operations during its periodic inspections and (c)
sought certain clarifications on our operations, including but not limited to:

e inadequate institutional risk management structure in light of significant business growth during Financial
Year 2019, including few Risk Management Committee meetings during the period, despite inherent risks;
no risk profile had been prepared considering the business and external environment in which our Company
operates;

e low level seasoning of loan portfolio, that is as of March 21, 2019, the RBI observed that nearly 55.58% of
the gross loans comprised loans which were recently originated and had run for a period of less than one year;
the RBI noted that such an unseasoned loan book would carry higher risks, requiring the enhanced attention
of risk management, which was not found adequate in the risk processes of our Company;

e Gross NPA to total advances were only 0.88% as of March 31, 2019, however, there were higher
delinquencies in 1 — 30 DPD, 31 — 60 DPD and 61 — 90 DPD categories, which represents inherent stress in
the credit portfolio; the RBI noted that the aggregate stressed accounts in the time categories up to 90 DPD
category aggregated to 19.56% which was significantly on the higher side; and

o the borrower profile of our Company comprised mainly customers with marginal credit profile, mostly first
time borrowers; despite the RBI noting financial inclusion, the concentration of the entire loan book on such
loans (nearly 97% of total loan book as of March 31, 2019), is fraught with various facets of credit risks;

o adherence to mandatory disclosures on frauds.

While we attempt to comply with all regulatory provisions, directions or observations applicable to us, including in
connection with the RBI inspection reports described immediately above (which have all been resolved by way of
responses to the RBI), if we are unable to comply with the RBI’s observations or directions, we could be subject to
penalties and restrictions which may be imposed by the RBI. Further, as per the Banking Regulation Act, in the even
that RBI is of the opinion that the affairs of the Company are being conducted in a manner detrimental to the interest
of the depositors, it holds a right to supersede the decision of the Board. Imposition of any penalty or adverse finding
by the RBI during any future inspection may have a material adverse effect on our reputation, business, financial
condition, results of operations and cash flows.

Our Company is involved in certain legal and other proceedings. Any adverse outcome in such proceedings may
have an adverse effect on our business, results of operations and financial condition.

In the ordinary course of business, our Company is involved in certain legal proceedings, at different levels of
adjudication before various courts, tribunals and statutory, regulatory and other judicial authorities in India, and, if
determined adversely, could adversely affect our reputation, business, results of operations and financial condition.
We cannot assure you that the currently outstanding legal proceedings will be decided favorably or that no further
liability will arise from these claims in the future. The amounts claimed in these proceedings have been disclosed to
the extent ascertainable and include amounts claimed jointly and severally.

For details, see “Outstanding Litigation and Material Developments” on page 342. Brief details of material outstanding
litigation that have been initiated by and against our Company are set forth below:
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(in X million, unless otherwise specified)

Nature of cases No. of cases | Total amount involved”
Litigation involving our Company
By our Company
Criminal cases 4 1.25
Tax proceedings 2 4.04
Against our Company
Criminal cases Nil | Nil

Litigation involving our Directors

Against our Directors

Criminal cases Nil Nil

Action taken by statutory and regulatory authorities Nil Nil

Litigation involving our Promoters

Against our Promoters

Criminal cases Nil Nil

Action taken by statutory and regulatory authorities Nil Nil

Involvement in such proceedings could divert our management’s time and attention. Further, an adverse judgment in
these proceedings could have an adverse impact on our business, results of operations and financial condition.

If any new developments arise, such as a change in Indian law or rulings against us by appellate courts or tribunals,
we may need to make provisions in our financial statements that could increase our expenses and current liabilities.
Any adverse decision in any of these proceedings may have an adverse effect on our business, results of operations
and financial condition.

We may face difficulties and incur additional expenses in operating in semi-urban and rural markets, where
infrastructure may be limited.

We primarily serve low and middle income small business customers and self-employed customers in urban and semi-
urban areas in India and are increasingly serving those in rural areas where CRISIL expects faster growth in bank
credit activity as financial awareness increases. In semi-urban and rural locations, infrastructure may be limited,
particularly for transportation, electricity and internet bandwidth. At some of our branch offices in remote markets, we
may face difficulties in conducting operations, such as accessing power facilities, transporting people and equipment,
and implementing technology measures. We may also face increased costs in conducting our business and operations
and implementing security measures. We cannot assure you that such costs will not increase in the future as we expand
our branch network further into semi urban markets and also into rural markets, which could adversely affect our
profitability.

The Indian small business finance industry is extensively regulated by the RBI and any changes in laws and
regulations applicable to NBFCs such as us could have an adverse effect on our business.

We are registered with and our business is regulated by the RBI as an NBFC-ND-SI. As a registered NBFC-ND-SI,
we are subject to stringent regulatory guidelines. We therefore require certain statutory and regulatory approvals,
licenses and, registrations for operating and expanding our business.

Applicable laws and regulations impose numerous requirements on us, including those relating to asset classification
and prescribed levels of capital adequacy, reserves and provisioning. The laws and regulations governing the banking
and financial services industry in India have become increasingly complex and cover a wide variety of issues, such as
interest rates, liquidity, investments, ethical issues, money laundering and privacy. These laws and regulations can be
amended, supplemented or changed at any time such that we may be required to redesign our activities and incur
additional expenses to comply with such laws and regulations, which could adversely affect our business and our
financial performance. For details, see “Key Regulations and Policies” beginning on page 184.

We are also required to maintain certain statutory and regulatory permits and approvals for our business. From time to
time, we will be required to renew such permits and approvals and obtain new permits and approvals for any proposed
operations. There can be no assurance that the relevant authorities will issue any of such permits or approvals in the
time frame anticipated by us, or at all. For details, see “Government and Other Approvals” beginning on page 345.

We are exposed to certain operational risks, in particular due to a significant portion of our collections from
customers being undertaken in cash.

Operational risks can result from a variety of factors, including failure to obtain proper internal authorisations,
improperly documented transactions, failure to adequately deal with the risks associated with significant cash
collections, failure of operational and information security procedures, computer systems, software or equipment,
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fraud, inadequate training and employee errors. These risks are exacerbated by the high levels of responsibility we
delegate to our employees and the geographically-dispersed nature of our network.

Certain of our customers are from the semi-urban and rural markets, which carry additional risks due to limitations on
infrastructure and technology. For instance, our target customers primarily deal in cash only and their income levels
can vary significantly on a monthly basis, particularly around local events and festivals, and as such we have tailored
our systems to accept high cash collections. For the six months ended September 30, 2021 and the Financial Years
2021, 2020 and 2019, 61.63%, 64.98%, 69.60% and 63.91% of our total collections, respectively, were in cash of
which 100% were cash collections at our branches. Although we have been the subject of few instances of not material
cash related fraud in the past, amounting to ¥1.25 million across 10 instances, between April 1, 2018 and September
30, 2021 (as has been reported to RBI), cash collections expose us to the risk of theft, fraud, misappropriation or
unauthorized transactions by employees responsible for dealing with such cash collections. While we may endeavor
to increase our non-cash collections, we cannot guarantee that we will be successful in our efforts to move towards
digital collections. Also, while we retain insurance to mitigate cash related risks including office protection and fidelity
policies, we cannot assure you that the insurance obtained by us adequately covers all risks involved or will be paid in
relation to the entire amount involved, or at all. Further, we may be subject to regulatory or other proceedings in
connection with any unauthorized 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.

We rely significantly on our information technology systems for our business and operations and any failure,
inadequacy or security breach in such systems could adversely affect our business, results of operations and
reputation.

We use our technology platforms to assist with functions such as credit underwriting, risk management, collections,
loan management and to perform data analytics. Our operations depend on our ability to process a high volume of
transactions across our network of branches, which are connected through computer systems and servers to our data
centre where our data is stored. As part of our growth strategy, we intend to continue to invest in technology and data
analytics to build a scalable and efficient operating model / to improve customer experience, increase productivity and
decrease costs. The size and complexity of our computer systems may make them potentially vulnerable to breakdowns,
system integration problems, cyber-security threats such as malicious intrusion, ransomware, phishing emails and
other such computer viruses. Although we have not experienced any significant disruptions to our information
technology systems in the past, and a third party agency conducts an audit on our information technology systems
annually, we cannot assure you that we will not encounter disruptions in the future.

In addition, our systems are potentially vulnerable to data security breaches and other such cyber-security threats,
whether by employees, or others, that may expose sensitive or confidential data to unauthorized persons. Further, as
part of our business, we store and have access to customers’ bank information, credit information and other sensitive
data. We may be required under applicable regulations to notify individuals of data security breaches involving their
personal data. Although we have not experienced any data security breaches in the past, any such security breaches or
compromises of technology systems in the future could result in institution of legal proceedings against us and potential
imposition of penalties, which may have an adverse effect on our business, results of operations and reputation.

Data security breaches could also lead to the loss of trade secrets or other intellectual property, or the public exposure
of personal information (including sensitive financial, private and personal information) of our customers and
employees, which could result in breaches of applicable data security and privacy laws and resultant imposition of
monetary penalties. Security measures could be breached by third-party actions, intrusion into our software by hackers
due to software flaws or due to employee error and malfeasance. In addition, we may be required under applicable
regulations to notify individuals of data security and privacy breaches involving their personal data. Any security
breach may cause our customers to lose confidence in the effectiveness of our data security measures, and in turn have
an adverse effect on our business, results of operations and reputation.

Our Statutory Auditor has included an emphasis of matter paragraph in their report on our financial statements
for the Financial Years 2021 and 2020 and for the six months ended September 30, 2021.

Our Statutory Auditor has included emphasis of matters in their report on our financial statements for the Financial
Year 2021 and 2020 and for the six months ended September 30, 2021, which describes uncertainties relating to the
effects of COVID-19 pandemic on our operations. For further details see “Financial Statements” on page 243. We
cannot assure you that our Statutory Auditor’s observations for any future financial period will not contain similar
remarks, emphasis of matters or other matters including any matters required to be reported under Companies
(Auditors Report) Order 2016, and that such matters will not otherwise affect our results of operations.

Our inability to detect money-laundering and other illegal activities fully and on a timely basis may expose us to
additional liability and adversely affect our business and reputation.
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We are required to comply with applicable anti-money-laundering (“AML”) and anti-terrorism laws and other
regulations in India. In the ordinary course of our operations, we run the risk of failing to comply with the prescribed
KYC procedures and the consequent risk of fraud and money laundering by dishonest customers and assessment of
penalties or impaosition of sanctions against us for such compliance failures despite having implemented systems and
controls designed to prevent the occurrence of these risks. Although we believe that we have adequate internal policies,
processes and systems in place to prevent and detect any AML activity and ensure KYC compliance, we cannot assure
you that we will be able to fully control instances of any potential or attempted violation by other parties. Any inability
on our part to detect such activities fully and on a timely basis, may subject us to regulatory actions including
imposition of fines and penalties and adversely affect our business and reputation.

We require certain statutory and regulatory approvals for conducting our business and our inability to obtain,
retain or renew them in a timely manner, or at all, may adversely affect our operations.

Our operations are subject to extensive government regulation and we are required to obtain and maintain a number
of statutory and regulatory permits and approvals under central, state and local government rules in India, generally
for carrying out our business. For further details, see “Government and Other Approvals” on page 345. In addition, we
may apply for more approvals, including the renewal of approvals, which may expire from time to time, and approvals
in the ordinary course of business.

Some of these approvals are granted for a limited duration and are subject to numerous conditions. We cannot assure
you that these approvals would not be suspended or revoked in the event of non-compliance or alleged non-compliance
with any terms or conditions thereof, or pursuant to any regulatory action. If there is any failure by us to comply with
the applicable regulations, or if the regulations governing our business are amended, we may incur increased costs, be
subject to penalties, have our approvals and permits revoked or suffer a disruption in our operations, any of which
could adversely affect our business.

We depend on the accuracy and completeness of information provided by our customers and our reliance on any
misleading information may affect our judgment of their credit worthiness, as well as the value of and title to the
collateral.

While deciding whether to extend credit to customers, we rely, to a significant extent, on the information furnished to
us by the customers for certain key elements of the credit assessment process, including their income, assets, financial
transactions and credit history. We follow the KYC guidelines prescribed by the RBI for potential customers, verify
their place of business, employment and residence and also value of the proposed collateral. We may also rely on
certain representations from customers as to the accuracy and completeness of that information. For ascertaining the
creditworthiness of the customers and the encumbrances on the collateral provided, we may depend on the respective
registrars and sub-registrars of assurances, credit information companies or credit bureaus. Our reliance on any
misleading information may affect our judgement of credit worthiness of potential customers, and the value of and
title to the collateral. Our risk management measures may not be adequate to prevent or deter such activities in all
cases, or our employees may incorrectly assess information that has been provided, all of which may adversely affect
our business, results of operations and financial condition.

Further, we target self-employed small business owners who primarily belong to low and middle-income groups and
such customers may not have credit histories supported by sufficient documentary evidence such as tax returns, that
would enable us to accurately assess their creditworthiness. We may also not receive updated information regarding
any change in the financial condition of our customers or may receive inaccurate or incomplete information as a result
of any fraudulent misrepresentation by our customers or employees. Moreover, the availability of accurate and
comprehensive credit information on retail customers in India is limited, which can reduce our ability to accurately
assess the credit risk. Although as part of our credit policy, we conduct credit checks of all our customers, including
with credit bureaus, conduct site-visits and personal discussions, we cannot assure you that such credit information
will be accurate or comprehensive. Difficulties in assessing credit risks associated with our day-to-day lending
operations may lead to an increase in the level of our NPASs. Increases in NPAs could adversely affect our business
and results of operations.

We are dependent on a number of Key Managerial Personnel and our senior management, and the loss of, or our
inability to attract or retain such persons could adversely affect our business, results of operations and financial
condition.

Our performance depends largely on the efforts and abilities of our Key Managerial Personnel, senior management,
and our operational personnel. We believe that the inputs and experience of our senior management are valuable for
the development of our business, operations and the strategic directions taken by our Company. We cannot assure you
that these individuals will not leave us or join a competitor or that we will be able to retain such personnel or find
adequate replacements in a timely manner, or at all. As of September 30, 2021, and March 31, 2021, 2020 and 2019,
we employed 4,306, 3,938, 3,734 and 1,971 personnel, respectively and had employee attrition rates for the six months
ended September 30, 2021 and Financial Years March 31, 2021, 2020 and 2019 of 15.44%, 28.06%, 28.80%, and
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26.24% respectively, with minimal attrition within our senior management.— We may require a long period of time to
hire and train replacement personnel when qualified personnel terminate their employment with our Company. We
may also be required to increase our levels of employee compensation more rapidly than in the past to remain
competitive in attracting employees that our business requires. The loss of, or inability to attract or retain such persons
may have an adverse effect on our business, results of operations and financial condition. For details in relation to our
Key Managerial Personnel, see “Our management — Key Managerial Personnel” on page [e].

Our operations could be adversely affected by strikes or increased wage demands by our employees or any other
kind of disputes with our employees.

As of September 30, 2021, we employed 4,306 personnel across our operations. Although we have not experienced
any material employee unrest in the past, we cannot assure you that we will not experience disruptions in work due to
disputes or other problems with our work force, which may adversely affect our ability to continue our business
operations. Any employee unrest directed against us, could directly or indirectly prevent or hinder our normal operating
activities, and, if not resolved in a timely manner, could lead to disruptions in our operations. Such employee actions
are difficult or impossible for us to predict or control and any such event could adversely affect our business, results
of operations and financial condition.

None of our workforce is currently unionized. However, there is a risk that our employees may choose to unionize in
the future. Labor unions for banking employees organize strikes, and we may in the future be affected by strikes, work
stoppages or other labor disputes if any portion of our workforce were to become part of a union in the future. In the
event of a labor dispute, protracted negotiations and strike action may impair our ability to carry on our day-to-day
operations and, if not resolved in a timely manner, could adversely affect our business, financial condition, results of
operations, cash flows and prospects.

Our insurance coverage may not be sufficient or may not adequately protect us against all material hazards, which
may adversely affect our business, results of operations and financial condition.

We believe that the insurance coverage we maintain is reasonably adequate to cover the normal risks associated with
the operation of our businesses. Our insurance policies, however, may not provide adequate coverage in certain
circumstances, such as the COVID-19 pandemic and are subject to certain deductibles, exclusions and limits on
coverage. Even if we have insurance for the incident giving rise to the loss, we may be required to pay a significant
deductible on any claim for recovery of such a loss, or the amount of the loss may exceed our coverage for the loss.
We cannot assure you that any claim under the insurance policies maintained by us will be honored fully, in part or on
time, or that we have obtained sufficient insurance to cover all potential losses. For instance, we have in the past had
one minor claim rejected in connection with the theft of cash in an office. In addition, our insurance coverage expires
from time to time. We apply for the renewal of our insurance coverage in the normal course of our business, but we
cannot assure you that such renewals will be granted in a timely manner, or at acceptable cost, or at all. To the extent
that we suffer loss or damage, or successful assertion of one or more large claims against us for events for which we
are not insured, or for which we did not obtain or maintain insurance, or which is not covered by insurance, exceeds
our insurance coverage or where our insurance claims are rejected, the loss would have to be borne by us and our
results of operations, financial condition and cash flows could be adversely affected. For details in relation to our
insurance coverage, see “Our Business — Insurance” on page 182.

Fluctuations in the market values of our investments could adversely affect our results of operations and financial
condition.

As part of our treasury management, we have formulated a board-approved investment policy in accordance with the
RBI Master Directions. Our investment policy prescribes policies for investments in Government Securities/ treasury
bills, liquid/ liquid plus mutual funds and fixed deposits with banks and small finance banks, subject to the overall
investment limit fixed by the Board. The value of these investments depends on several factors beyond our control,
including the domestic and international economic and political scenario, inflationary expectations and monetary
policies. Any decline in the value of these investments may have an adverse effect on our results of operations and
financial condition.

We do not own all our branch offices, including our Registered Office and Corporate Office. Any termination or
failure by us to renew the lease and license agreements in a favorable and timely manner, or at all, could adversely
affect our business and results of operations. Moreover, many of the lease and license agreements entered into by
us may not be duly registered or adequately stamped.

All of our branch offices including our Registered and Corporate Office are located on leased or licensed premises.
The lease deed for the Registered Office and Corporate Office is valid till November 30, 2024 and April 30, 2025 for
the first floor and ground floor, respectively. The terms of the lease deed for the Registered and Corporate Office
include among others rent payment, rent escalation, security deposit payment, maintenance charges, property tax and
bar on sub-letting. The typical period for which leases are generally entered into by our Company for its branches
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ranges from eleven months to six years. The lease agreements can be terminated, and any such termination could result
in any of our offices being shifted or shut down. Some of the lease and license agreements may have expired in the
ordinary course of business and we are currently involved in negotiations for the renewal of these lease and license
agreements. While we have not faced major issues renewing the leases of our branch offices in the past, if these lease
and license agreements are not renewed or not renewed on terms favorable to us, we may suffer a disruption in our
operations or increased costs, or both, which may affect our business and results of operations. Further, our lease and
license agreements are required to be adequately stamped and duly registered. Unless such documents are adequately
stamped or duly registered, such documents may be rendered inadmissible as evidence in a court in India or may not
be authenticated by any public officer and the same may attract penalty as prescribed under applicable law or may
impact our ability to enforce these agreements legally, which may result in an adverse effect on the continuance of our
operations and business. For details in relation to our premises, see “Our Business — Properties” on page 183.

A portion of the equity share capital of one of our Promoters, Lakshmipathy Deenadayalan, has been pledged. In
the event the pledge is invoked, or the security provided is enforced, it could adversely affect our business of
operations.

As of the date of this Draft Red Herring Prospectus, one of our Individual Promoters, Lakshmipathy Deenadayalan
has pledged 6,311,540 Equity Shares in favour of IIFL Wealth Finance Limited and 5,234,800 Equity Shares in favour
of Avendus Finance Private Limited. For further details, see “Capital Structure” on page 62. In the event of non-
adherence of the terms under such loan and security arrangements, the security provided may be enforced and pledge
on our Promoter’s shares may be invoked. If any of these events were to happen, the trading price of the Equity Shares
may be adversely affected, which will affect our business of operations.

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

We have entered into various transactions with related parties. While all such transactions have been conducted on an
arm’s length basis, in accordance with our related party transactions policy and contain commercially reasonable terms,
we cannot assure you that we could not have achieved more favourable terms had such transactions been entered into
with unrelated parties. It is likely that we may enter into related party transactions in the future. Although all related
party transactions that we may enter into post-listing, will be subject to Board or Shareholder approval, as necessary
under the Companies Act and the SEBI Listing Regulations, we cannot assure you that such future transactions,
individually or in the aggregate, will not have an adverse effect on our financial condition and results of operations or
that we could not have achieved more favourable terms if such transactions had not been entered into with related
parties. For details of the related party transactions see “Other Financial Information —Related Party Transactions”
on page 308.

Our Promoters, Directors and KMPs have interests in us other than the reimbursement of expenses incurred (in
the ordinary course of business to the nature of their duties in their capacity as Promoters, Directors and Key
Managerial Personnel of the Company) and normal remuneration and benefits.

Our Promoters, Directors and KMP may be deemed to be interested to the extent of Equity Shares held by them, their
relatives or any entity, directly or indirectly, in our Company, as well as to the extent of any dividends, bonuses or
other distributions on such shareholding. Additionally, some of our Key Managerial Personnel may also be regarded
as interested to the extent of associate stock options granted by our Company and which may be granted to them from
time to time pursuant to the ASOPs, as applicable. For details, see “Capital Structure”, “Our Management — Interests
of Directors” and “Our Management — Interests of Key Managerial Personnel” on pages 62, 209 and 219 respectively.

Our Promoters will be able to exercise significant influence and control over our Company after this Offer and may
have interests that are different from those of our other shareholders.

As on the date of this Draft Red Herring Prospectus, our Promoters, Lakshmipathy Deenadayalan, Hema
Lakshmipathy, Shritha Lakshmipathy, Matrix and SCI hold 125,684,540 Equity Shares in the aggregate, representing
43.17% of the pre-Offer paid up share capital considered on a fully diluted basis of our Company by virtue of their
shareholding, our Promoters will have the ability to exercise significant influence over our Company and our affairs
and business, including the election of our Directors, the timing and payment of dividends, the adoption of and
amendments to our Memorandum and Articles of Association, the approval of a merger, amalgamation or sale of our
assets and the approval of most other actions requiring the approval of our Shareholders. The trading price of our
Equity Shares could be adversely affected if potential new investors are disinclined to invest in Equity Shares because
they perceive there to be disadvantages in our Promoters holding a significant percentage of our Equity Shares.

We may be unable to protect our brand names and other intellectual property rights which are critical to our
business.
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Our trademark name and 10go “ Business Finance Limited ** g registered with the Trade Marks Registry of India. There can be
no assurance that we will be able to successfully renew the registration in a timely manner or at all. As a result, we
may not be able to prevent infringement of our trademarks and a passing off action may not provide sufficient
protection until such time that this registration is granted. We may also be harmed by the actions of or negative press
relating to entities which have similar names. Any unauthorized or inappropriate use of our brand, trademarks and other
related intellectual property rights 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.

While we are not aware of any instances of infringement of our brand names or intellectual property rights as of
September 30, 2021, 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. 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. Further, 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, results of operations and cash flows. We may also be subject to claims by third
parties, both inside and outside India, if we breach their intellectual property rights by using taglines, names, designs,
software or other such subjects, which are of a similar nature to the intellectual property these third parties may have
registered. Any legal proceedings that result in a finding that we have breached third party intellectual property rights,
or any settlements concerning such claims, may require us to provide financial compensation to such third parties or
make changes to our marketing strategies or to the brand names of our products and services, which may have an
adverse effect on our brand, business, prospects, financial condition, results of operations and cash flows. For details
in relation to our intellectual property, see “Our Business — Intellectual Property” on page 182.

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

Our ability to pay dividends in the future will depend on our earnings, financial condition, cash flow, working capital
requirements, capital expenditure, compliance with RBI guidelines on payment of dividends by NBFCs and restrictive
covenants of our financing arrangements. Any future determination as to the declaration and payment of dividends
will be at the discretion of our Board and will depend on factors that our Board deems relevant, including among
others, our future earnings, financial condition, Articles of Association, cash requirements, business prospects and any
other financing arrangements, and receipt of requisite corporate authorizations. Additionally, our ability to pay
dividends may also be restricted by the terms of financing arrangements that we may enter into. For details, see
“Financial Indebtedness” on page 338. Dividends distributed by us will attract dividend distribution tax at rates
applicable from time to time and may be subject to other requirements prescribed by the RBI. We may retain all future
earnings, if any, for use in the operations and expansion of the business. As a result, we cannot assure you that we will
be able to pay dividends in the future. For further details, see “Dividend Policy” on page 229.

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

Certain of our corporate records in relation to certain allotments of Equity Shares, namely the Form-2 filed with the
Registrar of Companies in relation to each such allotments made by our Company since incorporation until July 31,
2009, along with the relevant attachments including approvals obtained from the statutory authorities, where
applicable, and the memorandum of association filed at the time of incorporation of the Company, are not traceable in
the historical records maintained by our Company, or at the MCA Portal maintained by the Ministry of Corporate
Affairs and the Registrar of Companies, despite conducting internal searches and engaging an independent practicing
company secretary to conduct the search.

Accordingly, reliance has been placed on confirmations provided by us in respect of the missing corporate records and
appropriate disclosures have been made in this Draft Red Herring Prospectus pursuant to the due diligence of the other
relevant corporate records available with our Company including the minutes of meetings of the Board and
Shareholders (to the extent available), register of members and register of transfer of equity shares to ascertain the
information sought from the missing corporate records.

While no legal proceedings or regulatory action has been initiated against us in relation to the unavailable filings and
statutory lapses as of the date of this Draft Red Herring Prospectus, we cannot assure you that such proceedings or
regulatory actions will not be initiated against us in the future in relation to the missing filings and corporate records.
The actual amount of the penalty which may be imposed or loss which may be suffered by us cannot be ascertained at
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this stage and depends on the circumstances of any potential action which may be brought against us. We cannot assure
you that any such proceedings will not have a material adverse effect on our financial condition or reputation.

We are exposed to risks that may arise if our customers opt for balance transfers to other banks or financial
institutions.

We offer our customers fixed interest rate loans, the rate for which is determined primarily on the basis of our cost of
borrowings, tenor of the loan sought and current market conditions. It is possible that interest rates on loans for some
of our customers may be higher than the interest rates on loans being offered to these customers by our competitors.
Some such customers may seek to refinance their loans through balance transfer to other banks and financial
institutions. While refinancing of loans by other lenders could in certain circumstances be beneficial for our customers,
it results in a loss of interest income expected from such loans over the course of their tenure and may cause us to incur
increased origination costs. As competition in the small business finance sector intensifies, some of our customers may
be able to find balance transfer options at comparably lower interest rates or other financing alternatives which could
have an adverse effect on our business, results of operations and financial condition.

We have referred to the data derived from industry reports commissioned and paid for by our Company from
CRISIL Limited exclusively for the purpose of the Offer.

We have exclusively commissioned and paid for the services of an independent third party research agency CRISIL
Limited and have relied on the report titled “Industry Report on Small Business Loans in India” for industry-related
data in this Draft Red Herring Prospectus, including in the sections “Offer Document Summary ”, “Industry Overview”,
“Our Business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” on
pages 12, 106, 156 and 309, respectively. We appointed CRISIL Limited to prepare the CRISIL Report on July 30,
2021. We have no direct or indirect association with CRISIL Limited other than as a consequence of such an
engagement. The CRISIL Report is not exhaustive and is based on certain assumptions, parameters and conditions
made and identified by CRISIL. It also uses certain methodologies for market sizing and forecasting. While we believe
such data to be true, we cannot assure you that they are complete or reliable. Accordingly, investors should read the
industry related disclosure in this Draft Red Herring Prospectus in this context. Industry sources and publications are
also prepared based on information as of specific dates and may no longer be current or reflect current trends. Industry
sources and publications may also base their information on estimates, projections, forecasts and assumptions that may
prove to be incorrect.

You should consult your own advisors and undertake an independent assessment of information in this Draft Red
Herring Prospectus based on, or derived from, the CRISIL Report before making any investment decision regarding
the Offer. See “Industry Overview” on page 106. For the disclaimer associated with the CRISIL Report, see “Certain
Conventions, Presentation of Financial, Industry and Market Data and Currency of Presentation” on page 17.

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

Certain non-GAAP measures such as, EBITDA, EBITDA Margin, Average Cost of Borrowing, Gross NPA to AUM,
Net NPA to AUM, Net Worth, Return on Equity, Total Borrowings to Total Equity Ratio, AUM to Net Worth and
Operating Expenses to Average Total Assets presented in this Draft Red Herring Prospectus are a supplemental
measure of our performance and liquidity that are not required by, or presented in accordance with, Ind AS, Indian
GAAP, or IFRS. Further, these Non-GAAP measures are not a measurement of our financial performance or liquidity
under Ind AS, Indian GAAP, or IFRS and should not be considered in isolation or construed as an alternative to cash
flows, profit/ (loss) for the years/ period or any other measure of financial performance or as an indicator of our
operating performance, liquidity, profitability or cash flows generated by operating, investing or financing activities
derived in accordance with Ind AS, Indian GAAP, or IFRS. In addition, these Non-GAAP measures are not a
standardised term, hence a direct comparison of similarly titled Non-GAAP Measures between companies may not be
possible. Other companies may calculate the Non-GAAP Measures differently from us, limiting its utility as a
comparative measure. Although the Non-GAAP measures are not a measure of performance calculated in accordance
with applicable accounting standards, our Company’s management believes that it is useful to an investor in evaluating
us because it is a widely used measure to evaluate a company’s operating performance.

Negative publicity could damage our reputation and adversely impact our business and financial results.

Reputational risk, or the risk to our business, earnings and capital from negative publicity, is inherent in our business.

The reputation of the banking and financial services industry in general has been closely monitored as a result of the

global financial crisis and other matters affecting the financial services industry. Negative public opinion about the

banking and financial services industry generally or us specifically could adversely affect our ability to attract and

retain customers and may expose us to litigation and regulatory action. While we have developed our brand and
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reputation over our history, and although we have been subject to minor adverse publicity in localised media outlets,
any negative incidents or adverse publicity could rapidly erode customer trust and confidence in us, particularly if such
incidents receive widespread adverse mainstream and social media publicity or attract regulatory investigations.
Negative publicity can result from our own or our third-party service providers’ actual or alleged conduct in any
number of activities, including lending practices, mortgage servicing and foreclosure practices, technological
practices, corporate governance, regulatory compliance, mergers and acquisitions, and related disclosure, sharing or
inadequate protection of customer information, and actions taken by government regulators and community
organizations in response to that conduct. Although we take steps to minimize reputational risk in dealing with
customers and other constituencies, we, as a financial services organization with a high industry profile, are inherently
exposed to this risk.

In recent years, there has been a marked increase in the use of social media platforms in India, including blogs, social
media websites and applications, and other forms of internet-based communications which allow individuals access to
a broad audience of customers and other interested persons. Many social media platforms immediately publish the
content that their subscribers and participants post, often without filters or checks on accuracy of the content posted.
The dissemination of inaccurate information online could harm our business, reputation, prospects, financial condition
and operating results, regardless of the information’s accuracy. The damage may be immediate without affording us
an opportunity for redress or correction. Other risks associated with the use of social media include negative comments
about us, fraud, hoaxes or malicious exposure of false information. Such inappropriate, unverifiable or false
information regarding us may be published online or on social media by third parties, or any other such damage to our
brand or our reputation may result in withdrawal of business by our existing customers and loss of new business from
potential customers, could increase our costs, lead to litigation or result in negative publicity that could damage our
reputation and adversely affect our business, results of operations and financial condition.

Our Promoter, Lakshmipathy Deenadayalan, has provided personal guarantees for loan facilities obtained by us,
and any failure or default by us to repay such loans could trigger repayment obligations on our Promoter, which
may impact our Promoter’s ability to effectively service his obligations as our Promoter and thereby, adversely
impact our business and operations.

As of September 30, 2021, 31.45% of our Total Borrowings are backed by personal guarantees provided by our
Promoter, Lakshmipathy Deenadayalan. Any default or failure by us to repay our loans in a timely manner or at all
could trigger repayment obligations on the part of our Promoter in respect of such loans. This, in turn, could have an
impact on their ability to effectively service their obligations as Promoters of our Company, thereby having an adverse
effect on our business, results of operation and financial condition. Further, in the event that our Promoter withdraws
or terminates the guarantees, our lenders for such facilities may ask for alternate guarantees, repayment of amounts
outstanding under such facilities, or even terminate such facilities. We may not be successful in procuring guarantees
satisfactory to the lenders, and as a result may need to repay outstanding amounts under such facilities or seek
additional sources of capital, which could affect our business prospects, financial condition, results of operations and
cash flows.

We have issued Equity Shares during the preceding one year at a price that may be below the Offer Price.

In the preceding one year from the date of this Draft Red Herring Prospectus, we have issued Equity Shares, at a price
that may be lower than the Offer Price. The price at which Equity Shares have been issued by us in the preceding one
year is not indicative of the price at which they will be issued or traded after listing. For details, see “Capital Structure”
on page 62.

The proceeds from this Offer will not be available to us.

As this Offer is a complete Offer for Sale of Equity Shares by the Selling Shareholders (after deducting applicable
Offer expenses), the proceeds from the Offer for Sale will be remitted to the Selling Shareholders and our Company
will not benefit from such proceeds. For details in relation to the Offer, see “The Offer”” and “Objects of the Offer” on
page 48 and 96, respectively.

We have certain contingent liabilities that have not been provided for in our financial statements, which, if they
materialize, may adversely affect our results of operations, financial condition and cash flows.

As of September 30, 2021, our contingent liabilities as per Ind AS 37 — Provisions, Contingent Liabilities and
Contingent Assets are as set out in the table below:
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Particulars Amount (Zin
millions)

Claims against the Company not acknowledged as debt 0.67
- Income tax related matters (excluding penalties and interest)
- Provident Fund (refer note below)

In light of judgment of Honorable Supreme Court dated February 28, 2019 on the definition of "Basic Wages"
under the Employees Provident Funds & Misc. Provisions Act, 1952 and based on the legal advice received, the
Company has aligned the manner of computation of liability for Provident Fund effective the date of the order.
There are significant uncertainties in determining the liability including, period of assessment, application for
present and past employees and assessment of interest and penalties. The amount of the obligation therefore
cannot be measured with sufficient reliability for past periods and hence disclosed as a contingent liability

We have not made provisions for the above contingent liabilities, as they are either probable obligations whose
existence will be confirmed only by future uncertain events outside the control of our Company, or are present
obligations where the outflow of economic resources may not be probable or cannot be measured reliably.

Certain of our Directors are on the board of directors of companies engaged in a line of business similar to that of
ours. Further, certain of our Promoters may also be interested in other companies which are engaged in similar
line of business as ours, by virtue of their shareholding in such companies. Any conflict of interest that may occur
as a result could adversely affect our business, financial condition, results of operations and cash flows.

Certain of our Directors are on the board of directors of companies engaged in a line of business similar to that of ours.
For instance, our Directors, Anand Raghavan, Ravishankar Ganapathyagraharam Venkataraman, Bhama
Krishnamurthy, Ramanathan Annamalai, Srinivasaraghavan Thiruvallur Thattai, and Vikram Vaidyanathan are
directors on the board of certain companies which are in a line of business similar to ours. For further details, see “Our
Management — Interests of Directors” on page 209. Further, our Promoters, Matrix and SCI are also involved in
ventures that are involved in activities similar to those conducted by our Company. For further details, see “Our
Promoters and Promoter Group” on page 221. These entities may provide comparable services, expand their presence,
solicit our employees or acquire interests in competing ventures in the locations or segments in which we operate. A
conflict of interest may occur between our business and the business of such entities, which could have an adverse
effect on our business, financial condition, results of operations and cash flows.

External Risk Factors

Risks Related to India

51.

Political, economic or other factors that are beyond our control may have an adverse effect on our business and
results of operations.

The Indian economy and capital markets are influenced by economic, political and market conditions in India and
globally. Our Company is incorporated in India, and all of our assets and employees are located in India. As a result,
we are dependent on prevailing economic conditions in India and our results of operations are affected by factors
influencing the Indian economy. Further, the following external risks may have an adverse impact on our business and
results of operations, should any of them materialize:

. increase in interest rates may adversely affect our access to capital and increase our borrowing costs, which
may constrain our ability to grow our business and operate profitably;

o downgrade of India’s sovereign debt rating by an independent agency;

. political instability, resulting from a change in governmental or economic and fiscal policies, may adversely
affect economic conditions in India. In recent years, India has implemented various economic and political
reforms. Reforms in relation to land acquisition policies and trade barriers have led to increased incidents of
social unrest in India over which we have no control;

o change in the government or a change in the economic and deregulation policies could adversely affect
economic conditions prevalent in the areas in which we operate in general and our business in particular;

. civil unrest, acts of violence, terrorist attacks, regional conflicts or situations or war;

. India has experienced epidemics, and natural calamities such as earthquakes, tsunamis, floods, and drought
in recent years;
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. high rates of inflation in India could increase our costs without proportionately increasing our revenues, and
as such decrease our operating margins; and

. contagious diseases such as the COVID-19 pandemic, the highly pathogenic H7N9, H5N1 and H1N1 strains
of influenza in birds and swine. A worsening of the current COVID-19 pandemic or any similar future
outbreaks of COVID-19, avian or swine influenza or a similar contagious disease could adversely affect the
Indian economy and economic activity in the region.

Any slowdown or perceived slowdown in the Indian economy, or in specific sectors of the Indian economy, could
adversely affect our business, results of operations and financial condition and the price of the Equity Shares. Our
performance and the growth of our business depend on the overall performance of the Indian economy as well as the
economies of the regional markets in which we operate.

Macroeconomic conditions in India could have a material adverse effect on our business, results of operations and
financial condition.

We conduct all of our business activities in India, and rely primarily on interest income from loans, income from
investments, and fee income (which includes login fees and processing fees) to generate our revenues. These revenue
streams have historically been affected by key macroeconomic conditions in India, and are likely to continue being
affected by them in the future.

Consumer confidence, consumer spending, unemployment and overall economic growth rates are among the main
factors that often impact the demand for credit. Poor economic conditions and regulatory forbearances or relaxations
tend to adversely affect our end-customers’ ability and willingness to repay the amounts borrowed, thus increasing
delinquencies, charge-offs and provisions for credit losses, and decreasing recoveries.

Economic growth in India is influenced by, among other things, inflation, unemployment rates, interest rates, foreign
trade and capital flows, as well as the monsoon season. The level of inflation or depreciation of the Indian rupee may
limit monetary easing or cause monetary tightening by the RBI. Any increase in inflation, due to increases in domestic
food prices or global prices of commaodities, including crude oil, the impact of currency depreciation on the prices of
imported commaodities and additional pass-through of higher fuel prices to consumers, or otherwise, may result in a
tightening of monetary policy.

While our results may not necessarily track India’s economic growth figures, the Indian economy’s performance
affects the environment in which we operate. These factors could have a material adverse effect on our business,
financial condition and results of operations.

Financial instability in other countries may cause increased volatility in Indian financial markets.

The Indian market and the Indian economy are influenced by economic 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
instability could also have a negative impact on the Indian economy. Financial disruptions may occur again and could
harm our business, our future financial performance and the prices of the Equity Shares. Concerns related to a trade
war between large economies may lead to increased risk aversion and volatility in global capital markets and
consequently have an impact on the Indian economy.

In addition, China is one of India’s major trading partners and there are rising concerns of a possible slowdown in the
Chinese economy as well as a strained relationship with India, which could have an adverse impact on the trade
relations between the two countries. In response to such developments, legislators and financial regulators in the United
States and other jurisdictions, including India, implemented a number of policy measures designed to add stability to
the financial markets. However, the overall long-term effect of these and other legislative and regulatory efforts on the
global financial markets is uncertain, and they may not have the intended stabilizing effects. Any significant financial
disruption could have a material adverse effect on our business, financial condition and results of operation. These
developments, or the perception that any of them could occur, have had and may continue to have a material adverse
effect on global economic conditions and the stability of global financial markets and may significantly reduce global
market liquidity, restrict the ability of key market participants to operate in certain financial markets or restrict our
access to capital. This could have a material adverse effect on our business, financial condition and results of operations
and reduce the price of the Equity Shares.

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.
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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.

The growth rate of India’s small business finance industry may not be sustainable.

We expect the small business finance industry in India to continue to grow as a result of anticipated growth in India’s
economy, increases in household income and demographic changes. In addition, the Government of India is pursuing
various schemes and initiatives to create an enabling and supportive environment to enhance the flow of credit to the
small business sector in India. Initiatives such as the “Credit Guarantee Fund Trust Scheme for Micro and Small
Enterprises” scheme have reinforced the flow of credit to the small business finance sector. However, it is not clear
how certain trends and events, such as the pace of India’s economic growth, the development of domestic capital
markets and the on-going reform will affect India’s small business finance industry. In addition, there can be no
assurance that the Government policies and initiatives for the small business finance industry will continue at the same
or expected pace in the future. Consequently, there can be no assurance that the growth and development of India’s
small business finance industry will be sustainable.

Changing laws, rules and regulations and legal uncertainties, including adverse application of corporate and tax
laws, may adversely affect our business, results of operations and prospects and could lead to new compliance
requirements that are uncertain.

The regulatory and policy environment in which we operate is evolving and subject to change. Such changes, including
the instances mentioned below, may adversely affect our business, results of operations and prospects, to the extent
that we are unable to suitably respond to and comply with any such changes in applicable law and policy. For example:

. The Government of India has announced the union budget for Fiscal 2022 and the Finance Act, 2021 has
received the President’s assent on March 28, 2021. There is no certainty on the impact that the Finance Act,
2021 may have on our business and operations or on the industry in which we operate. We cannot predict
whether any amendments made pursuant to the Finance Act, 2021 would have an adverse effect on our
business, financial condition and results of operations. Unfavorable changes in or interpretations of existing,
or the promulgation of new, laws, rules and regulations including foreign investment and stamp duty laws
governing our business and operations could result in us being deemed to be in contravention of such laws
and may require us to apply for additional approvals.

. In India, the Supreme Court, in a judgment delivered on 24 August 2017, has held that the right to privacy is
a fundamental right. Following this judgment, the Government of India is considering enactment of Personal
Data Protection Bill, 2019 (“Data Protection Bill”) for implementing organizational and technical measures
in processing personal data and lays down norms for cross-border transfer of personal data and to ensure the
accountability of entities processing personal data. The enactment of the Data Protection Bill may introduce
stricter data protection norms for a company such as us and may impact our processes.

Unfavourable changes in or interpretations of existing, or the promulgation of new, laws, rules and regulations
including foreign investment and stamp duty laws governing our business and operations could result in us being
deemed to be in contravention of such laws and may require us to apply for additional approvals. We may incur
increased costs and other burdens relating to compliance with such new requirements, which may also require
significant management time and other resources, and any failure to comply may adversely affect our business, results
of operations and prospects. Uncertainty in the application, interpretation or implementation of any amendment to, or
change in, governing law, regulation or policy, including by reason of an absence, or a limited body, of administrative
or judicial precedent may be time consuming as well as costly for us to resolve and may impact the viability of our
current business or restrict our ability to grow our businesses in the future.

Investors may not be able to enforce a judgment of a foreign court against our Company outside India.
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Our Company is incorporated under the laws of India. Our Company’s assets are located in India and all of our
Company’s Directors and all of the Key Managerial Personnel are residents of India. As a result, it may not be possible
for investors to effect service of process upon our Company or such persons in jurisdictions outside India, or to enforce
against them judgments obtained in courts outside India. Moreover, it is unlikely that a court in India would award
damages on the same basis as a foreign court if an action were brought in India or that an Indian court would enforce
foreign judgments if it viewed the amount of damages as excessive or inconsistent with Indian public policy.

India has reciprocal recognition and enforcement of judgments in civil and commercial matters with a limited number
of jurisdictions, which includes, the United Kingdom, Singapore and Hong Kong. A judgment from certain specified
courts located in a jurisdiction with reciprocity must meet certain requirements of the Civil Code. The United States
and India do not currently have a treaty providing for reciprocal recognition and enforcement of judgments in civil
and commercial matters. Therefore, a final judgment for the payment of money rendered by any federal or state court
in a non-reciprocating territory, such as the United States, for civil liability, whether or not predicated solely upon the
general securities laws of the United States, would not be enforceable in India under the Civil Code as a decree of an
Indian court.

India is not a party to any international treaty in relation to the recognition or enforcement of foreign judgments. The
United Kingdom, Singapore, UAE and Hong Kong have been declared by the Government of India to be reciprocating
territories for purposes of Section 44A of the Civil Code. A judgment of a court of a country which is not a
reciprocating territory may be enforced in India only by a suit on the judgment under Section 13 of the Civil Code,
and not by proceedings in execution. Section 13 of the Civil Code provides that foreign judgments shall be conclusive
regarding any matter directly adjudicated on except (i) where the judgment has not been pronounced by a court of
competent jurisdiction, (ii) where the judgment has not been given on the merits of the case, (iii) where it appears on
the face of the proceedings that the judgment is founded on an incorrect view of international law or refusal to
recognize the law of India in cases to which such law is applicable, (iv) where the proceedings in which the judgment
was obtained were opposed to natural justice, (v) where the judgment has been obtained by fraud or (vi) where the
judgment sustains a claim founded on a breach of any law then in force in India. Under the Civil Code, a court in India
shall, on the production of any document purporting to be a certified copy of a foreign judgment, presume that the
judgment was pronounced by a court of competent jurisdiction, unless the contrary appears on record. The Civil Code
only permits the enforcement of monetary decrees, not being in the nature of any amounts payable in respect of taxes,
other charges, fines or penalties. Judgments or decrees from jurisdictions which do not have reciprocal recognition
with India cannot be enforced by proceedings in execution in India. Therefore, a final judgment for the payment of
money rendered by any court in a non-reciprocating territory for civil liability, whether or not predicated solely upon
the general laws of the non-reciprocating territory, would not be enforceable in India. Even if an investor obtained a
judgment in such a jurisdiction against us, our officers or directors, it may be required to institute a new proceeding in
India and obtain a decree from an Indian court.

However, the party in whose favor such final judgment is rendered may bring a new suit in a competent court in India
based on a final judgment that has been obtained in the United States or other such jurisdiction within three years of
obtaining such final judgment. It is unlikely that an Indian court would award damages on the same basis as a foreign
court if an action is brought in India. Moreover, it is unlikely that an Indian court would award damages to the extent
awarded in a final judgment rendered outside India if it believes that the amount of damages awarded were excessive
or inconsistent with Indian practice. In addition, any person seeking to enforce a foreign judgment in India is required
to obtain the prior approval of the RBI to repatriate any amount recovered.

Under Indian law, foreign investors are subject to investment restrictions that limit our ability to attract foreign
investors, which may adversely affect the trading price of the Equity Shares.

As an Indian company, we are subject to exchange controls that regulate borrowing in foreign currencies. Foreign
ownership of Indian securities is subject to Government regulation. Under foreign exchange regulations currently in
force in India, transfer of shares between non-residents and residents are freely permitted (subject to certain
exceptions), if they comply with the pricing and reporting requirements specified by the RBI. If a transfer of shares is
not in compliance with such requirements and does not fall under any of the exceptions specified by the RBI, then
RBI’s prior approval is required. Additionally, shareholders who seek to convert Rupee proceeds from a sale of shares
in India into foreign currency and repatriate that foreign currency from India require a no-objection or a tax clearance
certificate from the Indian income tax authorities. Further, this conversion is subject to the shares having been held on
a repatriation basis and, either the security having been sold in compliance with the pricing guidelines or, the relevant
regulatory approval having been obtained for the sale of shares and corresponding remittance of the sale proceeds. The
RBI and the concerned ministries/departments are responsible for granting approval for foreign investment. We cannot
assure you that any required regulatory approvals for borrowing in foreign currencies will be granted to us without
onerous conditions, or at all.

As provided in the foreign exchange controls currently in effect in India, the RBI has provided that the price at which
the Equity Shares are transferred be calculated in accordance with internationally accepted pricing methodology for
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the valuation of shares at an arm’s length basis, and a higher (or lower, as applicable) price per share may not be
permitted. Further, in accordance with Press Note No. 3 (2020 Series), dated April 17, 2020 issued by the DPIIT and
the Foreign Exchange Management (Non-debt Instruments) Amendment Rules, 2020 which came into effect from
April 22, 2020, any investment, subscription, purchase or sale of equity instruments by entities of a country which
shares a land border with India or where the beneficial owner of an investment into India is situated in or is a citizen
of any such country, will require prior approval of the Government of India, as prescribed in the Consolidated FDI
Policy and the FEMA Rules. These investment restrictions shall also apply to subscribers of offshore derivative
instruments. Furthermore, on April 22, 2020, the Ministry of Finance has also made similar amendment to the FEMA
Rules. While the term “beneficial owner” is defined under the Prevention of Money-Laundering (Maintenance of
Records) Rules, 2005 and the General Financial Rules, 2017, neither the foreign direct investment policy nor the
FEMA Rules provide a definition of the term “beneficial owner”. The interpretation of “beneficial owner” and
enforcement of this regulatory change involves certain uncertainties, which may have an adverse effect on our ability
to raise foreign capital. We cannot assure you that any required approval from the RBI or any other governmental
agency can be obtained on any particular term or at all. For further details, see “Restrictions on Foreign Ownership of
Indian Securities” on page 385.

Significant differences exist between Indian Accounting Standards and other accounting principles, such as Indian
Generally Accepted Accounting Principles, United States Generally Accepted Accounting Principles and
International Financial Reporting Standards, which may be material to investors' assessments of our financial
condition, results of operations and cash flows.

The Restated Summary Information included in this Draft Red Herring Prospectus have been derived from our audited
financial statements and restated in accordance with SEBI ICDR Regulations and the Guidance Note. There are
significant differences between Ind AS, Indian Generally Accepted Accounting Principles, United States Generally
Accepted Accounting Principles and International Financial Reporting Standards. Our Company does not provide
reconciliation of its financial information to International Financial Reporting Standards or United States Generally
Accepted Accounting Principles. Our Company has not attempted to explain those differences or quantify their impact
on the financial data included in this Draft Red Herring Prospectus and it is urged that you consult your own advisors
regarding such differences and their impact on our financial data. Accordingly, the degree to which the financial
information included in this Draft Red Herring Prospectus will provide meaningful information is entirely dependent
on the reader’s level of familiarity with Indian accounting policies and practices, the Companies Act, Ind AS, Indian
Generally Accepted Accounting Principles and the SEBI ICDR Regulations. Any reliance by persons not familiar with
Indian accounting policies and practices on the financial disclosures presented in this Draft Red Herring Prospectus
should, accordingly, be limited.

Rights of shareholders under Indian laws may differ to those under the laws of other jurisdictions.

Indian legal principles related to corporate procedures, directors’ fiduciary duties and liabilities, and shareholders’ rights
may differ from those that would apply to a company in another jurisdiction. Shareholders’ rights including in relation
to class actions, under Indian law may not be similar to the shareholders’ rights under the laws of other countries or
jurisdictions. Investors may face challenges in asserting their rights as shareholder in an Indian company than as a
shareholder of an entity in another jurisdiction.

Risks Related to the Offer

61.
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The Offer Price of the Equity Shares may not be indicative of the market price of the Equity Shares after the Offer.

The Offer Price of the Equity Shares will be determined by our Company, and the Investor Selling Shareholders, in
consultation with the BRLMSs, and through the Book Building Process. This price will be based on numerous factors,
as described under “Basis for Offer Price” on page 98 and may not be indicative of the market price for the Equity
Shares after the Offer. The market price of the Equity Shares could be subject to significant fluctuations after the Offer
and may decline below the Offer Price owing to various factors including quarterly variations in our results of
operations, results of operations that vary from the expectations of securities analysts and investors and results of
operations that vary from those of our competitors. We cannot assure you that the investor will be able to resell their
Equity Shares at or above the Offer Price.

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

Under current Indian tax laws, unless specifically exempted, capital gains arising from the sale of equity shares in an
Indian company are generally taxable in India. The Income Tax Act levies taxes on such long-term capital gains
exceeding 100,000 arising from sale of equity shares on or after April 1, 2018, while continuing to exempt the
unrealized capital gains earned up to January 31, 2018 on such equity shares subject to specific conditions.
Accordingly, you may be subject to payment of long-term capital gains tax in India, in addition to payment of a
securities transaction tax (“STT”), on the sale of any Equity Shares held for more than 12 months. STT will be levied
on and collected by a domestic stock exchange on which the Equity Shares are sold. Any gain realized on the sale of
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Equity Shares held for more than 12 months, which are sold other than on a recognized stock exchange and on which
no STT has been paid, will be subject to long term capital gains tax in India.

Further, any gain realized on the sale of listed equity shares held for a period of 12 months or less will be subject to
short term capital gains tax in India. Capital gains arising from the sale of the Equity Shares will be exempt from
taxation in India in cases where the exemption from taxation in India is provided under a treaty between India and the
country of which the seller is resident. Generally, Indian tax treaties do not limit India’s ability to impose tax on capital
gains. As a result, residents of other countries may be liable for tax in India as well as in their own jurisdiction on a
gain upon the sale of the Equity Shares. Additionally, the Finance Act, 2020 does not require dividend distribution tax
("DDT") to be payable in respect of dividends declared, distributed or paid by a domestic company after March 31,
2020, and accordingly, such dividends would not be exempt in the hands of the shareholders, both resident as well as
non-resident.

Earlier, the Finance Act, 2019, had clarified that in the absence of a specific provision under an agreement, the liability
to pay stamp duty in case of sale of securities through stock exchanges will be on the buyer, while in other cases of
transfer for consideration through a depository, the onus will be on the transferor. The stamp duty for transfer of
securities other than debentures, on a delivery basis is specified at 0.015% and on a non-delivery basis is specified at
0.003% of the consideration amount. These provisions have been notified with effect from July 1, 2020.

The Equity Shares have never been publicly traded, and, after the Offer, the Equity Shares may experience price
and volume fluctuations. Further, the Offer may not result in an active trading market for the Equity Shares and
the investors may be unable to resell the Equity Shares at or above the Offer Price, or at all.

Prior to the Offer, there has been no public market for the Equity Shares, and an active trading market on the Stock
Exchanges may not develop or be sustained after the Offer. Listing and quotation does not guarantee that a market for
the Equity Shares will develop, or if developed, the liquidity of such market for the Equity Shares. The Offer Price of
the Equity Shares is proposed to be determined through a book-building process and may not be indicative of the
market price of the Equity Shares at the time of commencement of trading of the Equity Shares or at any time thereafter.
The market price of the Equity Shares may be subject to significant fluctuations in response to, among other factors,
variations in our operating results of our Company, market conditions specific to the industry we operate in,
developments relating to India, volatility in securities markets in jurisdictions other than India, variations in the growth
rate of financial indicators, variations in revenue or earnings estimates by research publications, and changes in
economic, legal and other regulatory factors. Consequently, the price of our Equity Shares may be volatile, and you
may be unable to resell your Equity Shares at or above the Offer Price, or at all, and may as a result lose all or a part
of your investment.

Our Equity Shares are expected to trade on the Stock Exchanges after the Offer, but there can be no assurance that
active trading in our Equity Shares will develop after the Offer, or if such trading develops, that it will continue.
Investors may not be able to sell our Equity Shares at the quoted price if there is no active trading in our Equity Shares.

There has been significant volatility in the Indian stock markets in the recent past, and our Equity Share price could
fluctuate significantly because of market volatility. A decrease in the market price of our Equity Shares could cause
investors to lose some or all of their investment.

Fluctuation in the exchange rate between the Indian Rupee and foreign currencies may have an adverse effect on
the value of our Equity Shares, independent of our operating results.

On listing, our Equity Shares will be quoted in Indian Rupees on the Stock Exchanges. Any dividends in respect of
our Equity Shares will also be paid in Indian Rupees and subsequently converted into the relevant foreign currency for
repatriation, if required. Any adverse movement in currency exchange rates during the time that it takes to undertake
such conversion may reduce the net dividend to foreign investors. In addition, any adverse movement in currency
exchange rates during a delay in repatriating outside India the proceeds from a sale of Equity Shares, for example,
because of a delay in regulatory approvals that may be required for the sale of Equity Shares may reduce the proceeds
received by the Shareholders. For example, the exchange rate between the Rupee and the U.S. dollar has fluctuated in
recent years and may continue to fluctuate substantially in the future, which may have an adverse effect on the returns
on our Equity Shares, independent of our operating results.

Any future issuance of Equity Shares, or convertible securities or other equity-linked securities by us may dilute
your shareholding and adversely affect the trading price of the Equity Shares and sale of Equity Shares by the
Promoter(s) may adversely affect the trading price of the Equity Shares.

Any future issuance of the Equity Shares, convertible securities or securities linked to the Equity Shares by us,
including through exercise of employee stock options may dilute your shareholding in our Company, adversely affect
the trading price of the Equity Shares and our ability to raise capital through an issue of our securities. In addition, any
perception by investors that such issuances or sales might occur could also affect the trading price of the Equity Shares.
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We cannot assure you that we will not issue additional Equity Shares. The disposal of Equity Shares by any of our
Promoters, Promoter Group or other significant Shareholders, or the perception that such sales may occur may
significantly affect the trading price of the Equity Shares. Except as disclosed in “Capital Structure” on page 62, we
cannot assure you that our Promoters and Promoter Group will not dispose of, pledge or encumber their Equity Shares
in the future. Such securities may also be issued at prices below the Offer Price. We may also issue convertible debt
securities to finance our future growth or fund our business activities.

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

A public company incorporated in India must offer its equity shareholders pre-emptive rights to subscribe and pay for
a proportionate number of equity shares to maintain their existing ownership percentages prior to issuance of any new
equity shares, unless the pre-emptive rights have been waived by the adoption of a special resolution by holders of
three-fourths of the equity shares voting on such resolution.

However, if the law of the jurisdiction that you are in does not permit the exercise of such pre-emptive rights without
our filing an offering document or registration statement with the applicable authority in such jurisdiction, you will be
unable to exercise such pre-emptive rights, unless we make such a filing. If we elect not to file a registration statement,
the new securities may be issued to a custodian, who may sell the securities for your benefit. The value such custodian
receives on the sale of any such securities and the related transaction costs cannot be predicted. To the extent that you
are unable to exercise pre-emptive rights granted in respect of our Equity Shares, your proportional interests in our
Company would be diluted.

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

The Equity Shares will be listed on the Stock Exchanges. Pursuant to applicable Indian laws, certain actions must be
completed before the Equity Shares can be listed and trading in the Equity Shares may commence. Investors’ book
entry, or ‘demat’ accounts with depository participants in India, are expected to be credited within one working day of
the date on which the Basis of Allotment is approved by the Stock Exchanges or such period as may be prescribed
under applicable law. The Allotment of Equity Shares in this Offer and the credit of such Equity Shares to the
applicant’s demat account with depository participant could take approximately five Working Days from the Bid/Offer
Closing Date and trading in the Equity Shares upon receipt of final listing and trading approvals from the Stock
Exchanges is expected to commence within six Working Days of the Bid/Offer Closing Date or such period as may
be prescribed under applicable law. There could be a failure or delay in listing of the Equity Shares on the Stock
Exchanges. Any failure or delay in obtaining the approval or otherwise commence trading in the Equity Shares would
restrict investors’ ability to dispose of their Equity Shares. There can be no assurance that the Equity Shares will be
credited to investors’ demat accounts, or that trading in the Equity Shares will commence, within the time periods
specified in this risk factor. We could also be required to pay interest at the applicable rates if allotment is not made,
refund orders are not dispatched or demat credits are not made to investors within the prescribed time periods.
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SECTION I1I: INTRODUCTION

THE OFFER
The following table sets forth details of the Offer:
Offer of Equity Shares®® Up to [e] Equity Shares*, aggregating to ¥27,519.45 million
of which:
Offer for Sale® Up to [e] Equity Shares* aggregating up to 327,519.45 million
QIB Portion®)® Not more than [e] Equity Shares* aggregating up to Z[e] million
of which:
(i) Anchor Investor Portion [e] Equity Shares*

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

of which:

(iii) Mutual Fund Portion [e] Equity Shares*

(iv) Balance for all QIBs including Mutual Funds [e] Equity Shares*

Non-Institutional Portion®)®) Not less than [e] Equity Shares* aggregating up to Z[e] million
Retail Portion®) Not less than [e] Equity Shares* aggregating up to ¥[e] million

Pre and post-Offer Equity Shares
Equity Shares outstanding prior to the Offer (as on the date of this | 290,135,120 Equity Shares*
Draft Red Herring Prospectus)

Equity Shares outstanding after the Offer [e] Equity Shares*

Use of Net Proceeds of the Offer See “Objects of the Offer” on page 96 for information about the use
of the Net Proceeds. Our Company will not receive any proceeds
from the Offer.

Subject to finalisation of the Basis of Allotment.

@ The Offer has been authorised by our Board of Directors pursuant to the resolution passed at their meeting dated September 8, 2021 and November 8,
2021 and by our Shareholders pursuant to the special resolution passed at their extraordinary general meeting dated October 8, 2021.

@ Each of the Selling Shareholder has confirmed and approved its participation in the Offer for Sale as set out below:

S. Selling Shareholder Number of Equity Shares | Aggregate proceeds from Date of consent Date of corporate
No. offered in the Offer for Sale | the sale of Equity Shares letter action / board
forming part of the Offer resolution / power of
for Sale (in Z million) attorney
1. | Matrix Partners India Investment | Up to [e] Equity Shares Up to 5,689.19 November 8, 2021 November 3, 2021
Holdings 11, LLC
2. | SCI Investments V Up to [e] Equity Shares Up to 2,571.02 November 8, 2021 November 5, 2021
3. | Matrix Partners India Investments Il | Up to [e] Equity Shares Up to 95.58 November 8, 2021 November 3, 2021
Extension, LLC
4. |Norwest Venture Partners X -|Upto [e] Equity Shares Up to 3,856.52 November 9, 2021 November 5, 2021
Mauritius
5. | TPG Asia VII SF Pte. Ltd. Up to [e] Equity Shares Up to 13,497.80 November 9, 2021 October 20, 2021
6. | Deenadayalan Rangasamy Up to [e] Equity Shares Up t01,419.84 November 8, 2021 -
7. | Varalakshmi Deenadayalan Up to [e] Equity Shares Up to 389.50 November 8, 2021 -

Each of the Selling Shareholders has severally and not jointly confirmed that its respective Offered Shares have been held by such shareholder for a
period of at least one year prior to the date of filing of this Draft Red Herring Prospectus with SEBI or have resulted from a bonus issue on Equity Shares
held for a period of at least one year prior to the date of filing of this Draft Red Herring Prospectus, and are eligible for being offered for sale in the
Offer, in terms of Regulation 8 of the SEBI ICDR Regulations.

@ Our Company and the Investor Selling Shareholders, in consultation with the BRLMs, may allocate up to 60% of the QIB Portion to Anchor Investors on
a discretionary basis. One-third of the Anchor Investor Portion shall be reserved for domestic Mutual Funds, subject to valid Bids being received from
domestic Mutual Funds at or above the Anchor Investor Allocation Price. In the event of under-subscription in the Anchor Investor Portion, the remaining
Equity Shares shall be added to the Net QIB Portion. For details, see “Offer Procedure” on page 369.

@ Subject to valid Bids being received at or above the Offer Price, under-subscription, if any, in any category except the QIB Portion, would be allowed to
be met with spill over from any other category or combination of categories at the discretion of our Company, and the Investor Selling Shareholders in
consultation with the BRLMs and the Designated Stock Exchange. Under-subscription, if any, in the QIB Portion would not be allowed to be met with
spill-over from other categories or a combination of categories. For further details, see “Offer Structure” on page 367. In case of an undersubscription
in the Offer, the Equity Shares proposed for sale by each Selling Shareholder shall be in proportion to the Offered Shares by such Selling Shareholder.

Allocation to all categories, except the Anchor Investor Portion and the Retail Portion, shall be made on a proportionate basis
subject to valid Bids received at or above the Offer Price, as applicable. The allocation to each Retail Individual Bidder shall
not be less than the minimum Bid Lot, subject to availability of Equity Shares in the Retail Portion and the remaining available
Equity Shares, if any, shall be allocated on a proportionate basis. Allocation to Anchor Investors shall be on a discretionary
basis in accordance with the SEBI ICDR Regulations. For further details, see “Offer Procedure” on page 369. For details of the
terms of the Offer, see “Terms of the Offer” on page 362.
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SUMMARY OF FINANCIAL INFORMATION

The following tables set forth the summary financial information derived from the Restated Financial Information for the six
months ended September 30, 2021 and September 30, 2020 and financial years ended March 31, 2021, March 31, 2020 and
March 31, 2019. The summary financial information presented below should be read in conjunction with “Financial

Statements” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 243 and
309.

[The remainder of this page has intentionally been left blank]
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SUMMARY OF RESTATED STATEMENT OF ASSETS AND LIABILITIES

(2 in million)
Particulars As at As at Asat March | As at March As at March
September September 31, 2021 31, 2020 31, 2019
30, 2021 30, 2020
ASSETS
Financial Assets
Cash and cash equivalents 8,497.55 7,606.39 12,671.83 2,897.79 2,196.57
Bank Balance other than cash and cash 4,659.40 5,402.76 885.40 1,613.49 0.69
equivalents
Loans 46,443.67 38,635.87 43,587.49 38,308.04 20,958.64
Investments 3,236.79 250.60 - - -
Other Financial assets 48.62 49.78 47.43 52.47 28.59
62,886.03 51,945.40 57,192.15 42,871.79 23,184.49
Non-financial Assets
Current tax assets (Net) 132.89 45.00 79.58 43.55 36.00
Deferred tax assets (Net) 424.97 284.91 369.89 282.30 147.41
Investment property 0.36 0.36 0.36 0.36 0.36
Property, plant and equipment 83.34 95.23 84.56 110.61 74.44
Other intangible assets 15.45 20.37 19.03 19.28 20.18
Right-of-use assets 165.59 146.97 145.26 148.80 117.06
Other non-financial assets 37.12 35.55 45.28 54.85 31.76
859.72 628.39 743.96 659.75 427.21
TOTAL ASSETS 63,745.75 52,573.79 57,936.11 43,531.54 23,611.70
LIABILITIES AND EQUITY
LIABILITIES
Financial Liabilities
Payables
Trade Payables
(i) total outstanding dues of micro enterprises - - - - -
and small enterprises
(iii) total outstanding dues of creditors other 81.84 63.59 86.72 66.24 29.27
than micro enterprises and small enterprises
Debt Securities 12,145.93 15,042.16 13,037.86 10,788.64 4,335.07
Borrowings (Other than Debt Securities) 16,396.61 15,611.31 21,214.11 12,848.29 5,265.22
Other financial liabilities 192.32 162.47 171.69 156.81 122.30
28,816.70 30,879.53 34,510.38 23,859.98 9,751.86
Non-Financial Liabilities
Current tax liabilities (Net) - 72.28 - 7.48 16.22
Provisions 93.29 85.35 71.98 57.76 37.63
Other non-financial liabilities 302.64 194.11 172.03 160.52 157.14
395.93 351.74 244.01 225.76 210.99
EQUITY
Equity Share capital 290.14 256.36 256.45 255.82 239.00
Other Equity 34,242.98 21,086.16 22,925.27 19,189.98 13,409.85
34,533.12 21,342.52 23,181.72 19,445.80 13,648.85
TOTAL LIABILITIES AND EQUITY 63,745.75 52,573.79 57,936.11 43,531.54 23,611.70
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SUMMARY OF RESTATED STATEMENT OF PROFIT AND LOSS

(2 in million, except per share data)

Particulars For the six For the six For the year For the year For the year
months ended months ended ended March ended March ended March
September 30, September 30, 31, 2021 31, 2020 31, 2019
2021 2020

Revenue from operations

Interest Income 5,863.66 4,971.18 10,148.76 7,468.25 3,897.38

Fees income 111.06 50.57 216.76 297.08 132.70

Net gain on fair value changes 132.21 21.20 131.90 101.82 59.00

Total Revenue from operations 6,106.93 5,042.95 10,497.42 7,867.15 4,089.08

Other income 5.46 1.84 15.13 6.32 0.78

Total Income 6,112.39 5,044.79 10,512.55 7,873.47 4,089.86

Expenses

Finance costs 1,642.36 1,590.26 3,251.91 2,169.35 772.07

Fees expenses 9.60 5.44 26.68 4.25 9.48

Employee benefits expense 1,101.71 719.76 1,637.18 1,271.07 765.34

Depreciation and amortisation 53.66 54.46 113.85 100.68 73.81

Impairment on Financial 219.34 53.39 351.76 493.42 75.52

Instruments

Other expenses 201.64 114.10 366.77 341.69 212.60

Total expenses 3,228.31 2,537.41 5,748.15 4,380.46 1,908.82

Profit before tax 2,884.08 2,507.38 4,764.40 3,493.01 2,181.04

Tax expense

- Current tax 758.75 617.72 1,259.41 1,005.61 697.78

- Deferred tax (net) (50.14) (1.67) (84.95) (132.11) (80.88)

Total tax expense 708.61 616.05 1,174.46 873.50 616.90

Profit for the period/year 2,175.47 1,891.33 3,5689.94 2,619.51 1,564.14

Other Comprehensive Income

(i) Items that will not be

reclassified to profit or loss

Remeasurement of the defined (19.62) (3.76) (10.53) (14.88) (5.36)

benefit plan

(ii) Income tax relating to 4.94 0.95 2.65 3.74 1.55

items that will not be

reclassified to profit or loss

Other Comprehensive (14.68) (2.81) (7.88) (11.14) (3.81)

Income/(deficit) for the

period/year, net of income tax

Total Comprehensive Income 2,160.79 1,888.52 3,582.06 2,608.37 1,560.33

for the period/year

Earnings per equity share

(Face value %1 each)

(a) Basic (in %) 7.96 7.39 14.01 10.32 6.88

(b) Diluted (in %) 7.85 7.22 13.61 10.07 6.73
Not annualised Not annualised Annualised Annualised Annualised
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SUMMARY OF RESTATED STATEMENT OF CASH FLOWS

(2 in million)
Particulars For the six For the six For the year For the year For the year
months ended months ended ended March 31, | ended March 31, | ended March 31,
September 30, September 30, 2021 2020 2019
2021 2020

Cash flow from operating
activities
Profit before tax 2,884.08 2,507.38 4,764.40 3,493.01 2,181.04
Adjustments for:
Depreciation and 53.66 54.46 113.85 100.68 73.81
amortization
Provision for impairment on 219.34 53.39 351.76 493.42 75.52
financial instruments and
write-offs
Loss on sale/retirement of 0.03 0.03 0.23 0.08 0.10
property, plant and equipment
(net)
Profit on redemption of (132.21) (21.20) (131.90) (101.82) (59.00)
mutual funds
Interest income on deposits (147.62) (108.00) (193.75) (288.67) (135.24)
with banks / others
Interest income on (5.95) - - - -
government securities
Interest on term loans (5,710.09) (4,863.18) (9,955.01) (7,179.58) (3,762.14)
Finance costs 1,642.36 1,590.26 3,251.91 2,169.35 772.07
Gain recognised on (0.67) - (4.23) (0.66) (0.59)
derecognition of leases
Employee stock option 206.21 7.48 150.94 16.80 26.78
expenses
Operating cashflow before (990.86) (779.38) (1,651.80) (1,297.39) (827.65)
working capital changes
Changes in Working Capital
Adjustments for (Increase) /
Decrease in operating assets:
Term loans (1,856.40) (401.58) (5,597.21) (17,688.98) (10,906.35)
Other non- financial assets 7.64 19.31 9.59 (18.26) (9.39)
Other financial assets (1.18) 2.67 5.02 (23.87) (8.22)
Adjustments for Increase /
(Decrease) in operating
liabilities:
Trade payables (4.88) (2.65) 20.48 36.97 6.64
Provisions 1.69 23.82 3.69 5.26 14.82
Other financial liabilities (3.17) 4.83 17.49 0.59 (0.112)
Other non financial liabilities 130.61 33.60 11.51 3.37 115.65
Net Cash (used in) (2,716.55) (1,099.38) (7,181.23) (18,982.31) (11,614.61)
operations
Finance cost paid (1,499.93) (1,486.91) (3,009.53) (2,254.33) (784.35)
Interest income received 5,495.07 4,883.54 9,921.02 7,025.73 3,596.62
Direct taxes paid (net) (812.08) (554.38) (1,302.93) (1,021.89) (681.05)
Net cash from / (used in) 466.51 1,742.87 (1,572.67) (15,232.80) (9,483.39)
operating activities (A)
Cash flow from investing
activities
Purchase of fixed assets (17.89) (13.42) (32.44) (97.10) (58.51)
Proceeds from sale of fixed 0.03 0.02 0.10 0.08 153
assets
Investment in inter-corporate (1,000.00) - - - -
deposits
Profit on redemption of 131.28 21.20 131.90 101.82 59.00

mutual funds
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Particulars For the six For the six For the year For the year For the year
months ended months ended ended March 31, | ended March 31, | ended March 31,
September 30, September 30, 2021 2020 2019
2021 2020

Investment in mutual funds (433.49) (250.60) - - -
(net)
Investment in government (2,796.42) - - - -
securities
Interest income on deposits 83.48 71.66 177.88 266.29 140.03
with banks / others
Movement in bank balances (3,713.94) (3,752.92) 743.97 (1,590.43) 0.11
other than cash and cash
equivalents
Net cash from / (used in) (7,746.95) (3,924.06) 1,021.41 (1,319.34) 142.16
investing activities (B)
Cash flow from financing
activities
Proceeds from issue of equity 33.69 0.53 0.63 16.83 47.31
shares
Proceeds from securities 8,950.72 0.17 2.28 3,152.53 6,095.21
premium (net off utilisation)
Fresh borrowings during the - 10,315.31 23,617.90 17,816.63 6,364.00
period/ year
Repayments of borrowings (5,851.86) (3,402.12) (13,245.25) (3,695.02) (2,254.61)
(including processing fee)
Payment towards leases (26.39) (24.10) (50.26) (37.61) (27.90)
(excluding interest)
Net cash from financing 3,106.16 6,889.79 10,325.30 17,253.36 10,224.01
activities (C)
Net increase / (decrease) (4,174.28) 4,708.60 9,774.04 701.22 882.78
in cash and cash
equivalents (A+B+C)
Cash and cash equivalents 12,671.83 2,897.79 2,897.79 2,196.57 1,313.79
at the beginning of the
period/ year
Cash and cash equivalents 8,497.55 7,606.39 12,671.83 2,897.79 2,196.57

at the end of the period/year
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GENERAL INFORMATION

Our Company was incorporated as Five-Star Business Credits Private Limited at Chennai, Tamil Nadu as a private limited
company under the Companies Act, 1956, pursuant to a certificate of incorporation dated May 7, 1984, issued by the RoC. Our
Company was converted from a private limited company to a public limited company pursuant to board resolution dated
September 7, 1988 and special resolution passed by the Shareholders at the EGM dated October 3, 1988. Consequently, the
name of our Company was changed from ‘Five-Star Business Credits Private Limited’ to ‘Five-Star Business Credits Limited’
and the certificate of incorporation was amended on October 3, 1988. The name of our Company was subsequently changed to
‘Five-Star Business Finance Limited” pursuant to board resolution dated March 25, 2015 and special resolution passed by our
Shareholders at the EGM held on April 12, 2016, and a fresh certificate of incorporation consequent upon change of name was
issued by the RoC on May 13, 2016. For further details see, “History and Certain Corporate Matters” on page 196. Our
Company is registered with the RBI to carry on the business of non-banking financial institution without accepting public
deposits (certificate of registration no. B-07.00286). For details, see “Government and Other Approvals” beginning on page
345.

Registered and Corporate Office

Five-Star Business Finance Limited
New No. 27, Old No. 4

Taylor's Road, Kilpauk

Chennai 600 010

Tamil Nadu, India

Registration No.: 010844

Corporate Identity Number: U65991TN1984PLC010844

Address of the RoC

Our Company is registered with the RoC situated at the following address:
Registrar of Companies, Chennai at Tamil Nadu

Block No.6, B Wing, 2nd Floor

Shastri Bhawan, 26, Haddows Road

Chennai 600 034
Tamil Nadu, India

Board of Directors

As on the date of this Draft Red Herring Prospectus, our Board comprises the following:

Name Designation DIN Address

Lakshmipathy Chairman & Managing 01723269 No. 39, Outer Circular Road, Kilpauk Garden Colony,

Deenadayalan Director Kilpauk, Chennai 600 010, Tamil Nadu, India

Anand Raghavan Independent Director 00243485 22/1, Warren Road, Mylapore, Chennai 600 004, Tamil
Nadu, India

Srinivasaraghavan Independent Director 00018247 New No. 9, Old No. 5, 111 Street Kasturi Estates, Chennai

Thiruvallur Thattai 600 086, Tamil Nadu, India

Bhama Krishnamurthy Independent Director 02196839 401, Fourth Floor, Avarsekars Srushti, Old Prabhadevi
Road, Prabhadevi, Mumbai 400 025, Maharashtra, India

Ramanathan Annamalai Independent Director 02645247 Plot No. 28, 18™" Street, Tansi Nagar, VVelachery, Chennai
600 042, Tamil Nadu, India

Ravishankar Non-Executive Director* 02604007 Villa Gw09, 77 East, 77 Town Centre Yemlur Main

Ganapathyagraharam Road, Marathahalli Colony, Bangalore 560 037,

Venkataraman Karnataka, India

Vikram Vaidyanathan Non-Executive Director** 06764019 GW 45, Divyasree 77, East Yemalur Main Road,
Yemalur, Bangaluru 560 037, Karnataka, India

Thirulokchand Vasan Non-Executive Director 07679930 1/143/1C, Thilak Street, Paneer Nagar, Mogappair East,
Tiruvallur 600 037, Tamil Nadu, India

* As a nominee of SCI Investments V
** As a nominee of Matrix Partners India Investment Holdings II, LLC

For further details of our Board, see “Our Management” on page 204.
Company Secretary and Compliance Officer

Shalini Baskaran
New No. 27, Old No. 4
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Taylor's Road, Kilpauk
Chennai 600 010

Tamil Nadu, India

Tel: +91 44 4610 6260
E-mail: cs@fivestargroup.in

Investor Grievances

Investors may contact the Company Secretary and Compliance Officer or the Registrar to the Offer in case of any pre-Offer or
post-Offer related grievances including non-receipt of letters of Allotment, non-credit of Allotted Equity Shares in the respective
beneficiary account, non-receipt of refund orders or non-receipt of funds by electronic mode, etc. For all Offer related queries
and for redressal of complaints, investors may also write to the BRLMs.

All offer-related grievances, other than of Anchor Investors, may be addressed to the Registrar to the Offer with a copy to the
relevant Designated Intermediary(ies) with whom the Bid cum Application Form was submitted, giving full details such as
name of the sole or First Bidder, Bid cum Application Form number, Bidder’s DP ID, Client ID, PAN, address of Bidder,
number of Equity Shares applied for, ASBA Account number in which the amount equivalent to the Bid Amount was blocked
or the UPI ID (for Retail Individual Bidders who make the payment of Bid Amount through the UPI Mechanism), date of Bid
cum Application Form and the name and address of the relevant Designated Intermediary(ies) where the Bid was submitted.
Further, the Bidder shall enclose the Acknowledgment Slip or the application number from the Designated Intermediaries in
addition to the documents or information mentioned hereinabove. All grievances relating to Bids submitted through Registered
Brokers may be addressed to the Stock Exchanges with a copy to the Registrar to the Offer.

All offer-related grievances of the Anchor Investors may be addressed to the Registrar to the Offer, giving full details such as
the name of the sole or First Bidder, Anchor Investor Application Form number, Bidders’ DP ID, Client ID, PAN, date of the
Anchor Investor Application Form, address of the Bidder, number of the Equity Shares applied for, Bid Amount paid on
submission of the Anchor Investor Application Form and the name and address of the BRLMs where the Anchor Investor
Application Form was submitted by the Anchor Investor.

Filing of this Draft Red Herring Prospectus

A copy of this Draft Red Herring Prospectus has been filed electronically with SEBI on SEBI’s online portal and emailed to
cfddil@sebi.gov.in, in accordance with the instructions issued by the SEBI on March 27, 2020, in relation to “Easing of
Operational Procedure — Division of Issues and Listing — CFD” and has also been uploaded on the platform provided by SEBI
at https://siportal.sebi.gov.in, in accordance with Regulation 25(8) of the SEBI ICDR Regulations and the SEBI circular bearing
reference SEBI/HO/CFD/DIL1/CIR/P/2018/011 dated January 19, 2018.

A copy of the Red Herring Prospectus, along with the material contracts and documents required to be filed under Section 32
of the Companies Act, 2013 shall be filed with the RoC and a copy of the Prospectus shall be delivered for filing under Section
26 of the Companies Act, 2013 to the RoC situated at Registrar of Companies, Chennai at Tamil Nadu, Block No.6, B Wing,
2nd Floor, Shastri Bhawan, 26, Haddows Road, Chennai 600 034, Tamil Nadu, India and through the electronic portal at
http:/imww.mca.gov.in/mcafoportal/loginvalidateuser.do.

Book Running Lead Managers

ICICI Securities Limited

ICICI Venture House,

Appasaheb Marathe Marg,

Prabhadevi, Mumbai 400 025
Maharashtra, India

Tel: +91 22 6807 7100

E-mail: five-star.ipo@icicisecurities.com
Investor grievance e-mail:
customercare@icicisecurities.com
Website: www.icicisecurities.com
Contact person: Sumit Singh/ Rupesh Khant
SEBI Registration No: INM000011179

Kotak Mahindra Capital Company Limited
27 BKC, 1st Floor, Plot No. C — 27

“G” Block, Bandra Kurla Complex

Bandra (East)

Mumbai 400 051

Mabharashtra, India

Tel: +91 22 4336 0000

Edelweiss Financial Services Limited
6th Floor, Edelweiss House

Off CST Road, Kalina

Mumbai 400 098

Maharashtra, India

Tel: +91 22 4009 4400

E-mail: fivestar.ipo@edelweissfin.com
Investor grievance e-mail: customerservice.mb@edelweissfin.com
Website: www.edelweissfin.com
Contact person: Dhruv Bhavsar

SEBI Registration No.: INM0000010650

Nomura Financial Advisory and Securities (India) Private Limited
Ceejay House, Level 11 Plot F, Shivsagar Estate

Dr. Annie Besant Road, Worli

Mumbai 400 018

Mabharashtra, India

Tel: +91 22 4037 4037

E-mail: fivestaripo@nomura.com
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E-mail: five-starbusinessfinance.ipo@kotak.com Investor grievance e-mail: investorgrievances-in@nomura.com

Investor grievance e-mail: Website:

kmccredressal@kotak.com www.nomuraholdings.com/company/group/asia/india/index.html
Website: https://investmentbank.kotak.com/ Contact person: Vishal Kanjani / Sandeep Baid

Contact person: Ganesh Rane SEBI Registration No: INM000011419

SEBI Registration No: INM000008704

Transaction Advisor to the Company and the Individual Promoters

Spark Capital Advisors (India) Private Limited
'Reflections’, New No. 2

Leith Castle Center Street

Santhome High Road,

Chennai 600 028

Tamil Nadu, India

Tel: +91 44 4344 0000

Syndicate Members
[e]
Legal Counsel to the Company as to Indian Law

Cyril Amarchand Mangaldas
3rd Floor, Prestige Falcon Towers
19, Brunton Road

Bengaluru 560 025, Karnataka
India

Tel: +91 80 6792 2000

Legal Counsel to the BRLMs as to Indian Law

Shardul Amarchand Mangaldas & Co
Amarchand Towers

216, Okhla Industrial Estate

Phase 111

New Delhi 110 020

India

Tel: +91 11 4159 0700

International Legal Counsel to the BRLMSs

Sidley Austin LLP

Level 31, Six Battery Road
Singapore 049 909

Tel: +65 6230 3900

Legal Counsel to the Corporate Promoters

Khaitan & Co.

3 floor, Embassy Quest

45/1, Magrath Road, Richmond Town
Bengaluru 560025, Karnataka

Tel.: +91 80 4339 7000

Legal Counsel to TPG Asia V11 SF Pte. Ltd., and Norwest Venture Partners X - Mauritius as to Indian Law

AZB & Partners

AZB House

Peninsula Corporate Park
Ganpatrao Kadam Marg
Lower Parel

Mumbai 400 013
Maharashtra, India
Telephone: +91 22 6639 6880
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Legal Counsel to Individual Selling Shareholders
Pawan Jhabakh

No.115, 1% Floor

Luz Church Road

Mylapore, Chennai 600 004

Tamil Nadu, India

Telephone: +91 9176663600 / 044 2538 8758

Statutory Auditors to our Company

BSR&Co.LLP

KRM Tower

No. 1, Harrington Road, Chetpet

Chennai 600 031

Tamil Nadu, India

Tel: +91 44 4608 3100

Email: kraghuram@bsraffiliates.com

Firm registration number: 101248W/W-100022
Peer review number: 011748

Changes in auditors

There have been no changes in our statutory auditors during the last three years preceding the date of this Draft Red Herring
Prospectus.

Registrar to the Offer

KFin Technologies Private Limited

(Formerly known as Karvy Fintech Private Limited)
Selenium, Tower B

Plot No- 31 and 32, Financial District
Nanakramguda, Serilingampally

Hyderabad, Rangareddi 500 032

Telangana, India

Tel: +91 40 6716 2222

E-mail: sbfl.ipo@kfintech.com

Investor grievance e-mail: einward.ris@kfintech.com
Website: www.kfintech.com

Contact Person: M Murali Krishna

SEBI Registration No.: INR000000221

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

Refund Bank(s)

[e]

Public Offer Bank(s)

[e]

Sponsor Bank

[e]

Bankers to the Company
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Yes Bank Limited

7th Floor, Lancor Westminister
108, Dr R K Salai, Chennai 600 004
Tamil Nadu, India

Tel: +91 62 8219 2593

Email: abin.paul2@yesbank.in
Website: www.yesbank.in

Contact Person: Abin Paul

Indusind Bank Limited

G N Chetty Road Office,

New No. 34, (Old No. 115-116)

G.N. Chetty Road, T. Nagar

Chennai 600 017

Tamil Nadu, India

Tel: +91 44 2834 6300, +91 91769 25311
Email: parthiban.velusamy@indusind.com
Website: www.indusind.com

DCB Bank Limited

No. 6, Rajaji Road
Nungambakkam, Chennai 600 034
Tamil Nadu, India

Tel: +91 44 4050 0355

Email: muralik@dcbbank.com
Website: www.dcbbank.com
Contact Person: K. Murali

RBL Bank Limited

One World Center, Tower 2B

6™ Floor, 841, Senapati Bapat Marg
Lower Parel (W)

Mumbai 400 013

Tel: +91 22 4302 0600

Email: atish.mulay@rblbank.com
Website: www.rblbank.com
Contact Person: Atish Mulay

Contact Person: Parthiban Velusamy

State Bank of India Limited

No. 86, Rajaji Salai

Chennai 600 001

Tel: +91 44 2525 5731

Email: rm3.04804@sbi.co.in

Website: www.sbi.co.in

Contact Person: CM & Relationship Manager - 111

Designated Intermediaries
Self-Certified Syndicate Banks

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

SCSBs enabled for UPI Mechanism

In accordance with SEBI Circular No. SEBI/HO/CFD/DIL2/CIR/P/2019/76 dated June 28, 2019 and SEBI Circular No.
SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019, Retail Individual Bidders Bidding using the UPI Mechanism may
apply through the SCSBs and mobile applications whose names appears on the website of the SEBI (https:/
www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40) and updated from time to time. A list of
SCSBs and mobile applications, which are live for applying in public issues using UPI mechanism is provided as ‘Annexure
A’ for the SEBI circular number SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019.

Syndicate SCSB Branches

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

Registered Brokers
The list of the Registered Brokers eligible to accept ASBA forms, including details such as postal address, telephone number
and  e-mail  address, is provided on the websites of the BSE and the NSE at

www.bseindia.com/Markets/Publiclssues/brokercentres_new.aspx? and
www.nseindia.com/products/content/equities/ipos/ipo_mem_terminal.htm, respectively, as updated from time to time.
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Registrar and Share Transfer Agents

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

Collecting Depository Participants

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

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

Our Company has received written consent dated November 9, 2021 from B SR & Co. LLP, Chartered Accountants to include
their name as required under Section 26(1) of the Companies Act, 2013 read with SEBI ICDR Regulations, in this Draft Red
Herring Prospectus and as an “expert” as defined under Section 2(38) of the Companies Act, 2013 to the extent and in their
capacity as our Statutory Auditors, and in respect of their (i) examination report, dated November 8, 2021, on our Restated
Financial Information; and (ii) their report dated November 9, 2021 on the statement of possible special tax benefits in this
Draft Red Herring Prospectus and such consent has not been withdrawn as on the date of this Draft Red Herring Prospectus.
However, the term “expert” shall not be construed to mean an “expert” as defined under the U.S. Securities Act.

Our Company has received written consent dated November 9, 2021 from R P SV & Co., Chartered Accountants, independent
chartered accountants, to include their name as an “expert” as defined under section 2(38) of the Companies Act and such
consent has not been withdrawn as on the date of this Draft Red Herring Prospectus.

Monitoring Agency

As the Offer is an offer for sale of Equity Shares, our Company is not required to appoint a monitoring agency for this Offer.

Appraising Entity

As the Offer is an offer for sale of Equity Shares, our Company will not receive any proceeds from the Offer. Accordingly, no
appraising entity has been appointed for the Offer.

Credit Rating
As this is an Offer of Equity Shares, there is no credit rating required for the Offer.
IPO Grading

As the Offer is an offer for sale of Equity Shares, no credit agency registered with SEBI has been appointed in respect of
obtaining grading for the Offer.

Debenture Trustees

As the Offer is an offer for sale of Equity Shares, the appointment of debenture trustees is not required.
Green Shoe Option

No green shoe option is contemplated under the Offer.

Inter-se allocation of responsibilities

The following table sets forth the inter-se allocation of responsibilities for various activities among the Book Running Lead
Managers:

S. Activity Responsibility | Coordinator
No.

1. |Capital  structuring, due  diligence of the Company including its I-Sec, Edel, I-Sec
operations/management/business plans/legal etc. Drafting and design of the Draft Red| Nomura, Kotak
Herring Prospectus, Red Herring Prospectus, Prospectus, abridged prospectus and
application form. The BRLMs shall ensure compliance with stipulated requirements and
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S Activity Responsibility Coordinator
No.
completion of prescribed formalities with the Stock Exchanges, RoC and SEBI including
finalisation of Prospectus and RoC filing
2. | Drafting and approval of all statutory advertisement I-Sec, Edel, I-Sec
Nomura, Kotak
3. | Drafting and approval of all publicity material other than statutory advertisement as I-Sec, Edel, Kotak
mentioned above including corporate advertising, brochure, etc. and filing of media| Nomura, Kotak
compliance report
4 Appointment of intermediaries - Registrar to the Offer, advertising agency and printer, I-Sec, Edel, I-Sec
" lincluding coordination of all agreements to be entered into with such intermediaries Nomura, Kotak
Appointment of intermediaries - Banker(s) to the Offer, Sponsor Bank, and other I-Sec, Edel,
5. | intermediaries, including coordination of all agreements to be entered into with such| Nomura, Kotak Kotak
intermediaries
6. | International institutional marketing of the Offer, which will cover, inter alia: I-Sec, Edel, Nomura
e  Marketing strategy; Nomura, Kotak
e  Preparation of road show presentation and frequently asked questions
e  Finalizing the list and division of investors for one-to-one meetings; and
e  Finalizing road show and investor meeting schedule
7. | Domestic institutional marketing of the Offer, which will cover, inter alia: I-Sec, Edel, 1-Sec
e  Marketing strategy; Nomura, Kotak
e  Finalizing the list and division of investors for one-to-one meetings; and
e  Finalizing road show and investor meeting schedule
8. | Conduct non-institutional marketing of the Offer, which will cover, inter-alia: I-Sec, Edel, Kotak
e  Finalising media, marketing and public relations strategy; Nomura, Kotak
e  Formulating strategies for marketing to Non-Institutional Investors
9. | Retail marketing of the Offer, which will cover, inter alia, I-Sec, Edel, Edel
e  Finalising media, marketing and public relations strategy including list of frequently | Nomura, Kotak
asked questions at retail road shows;
e  Finalising centres for holding conferences for brokers, etc.;
e  Follow-up on distribution of publicity and Offer material including application form,
the Prospectus and deciding on the quantum of the Offer material; and
e Finalising collection centres
10] Coordination with Stock Exchanges for book building software, bidding terminals, mock I-Sec, Edel, Edel
trading, payment of 1% security deposit, anchor coordination, anchor CAN and intimation | Nomura, Kotak
of anchor allocation
11] Managing the book and finalization of pricing in consultation with the Company I-Sec, Edel, Nomura
Nomura, Kotak
12] Post-Offer activities, which shall involve essential follow-up with Bankers to the Offer and I-Sec, Edel, Edel
SCSBs to get quick estimates of collection and advising Company about the closure of the | Nomura, Kotak
Offer, based on correct figures, finalisation of the basis of allotment or weeding out of
multiple applications, listing of instruments, dispatch of certificates or demat credit and
refunds, payment of STT on behalf of the Selling Shareholders and coordination with various
agencies connected with the post-Offer activity such as Registrar to the Offer, Bankers to the
Offer, Sponsor Bank, SCSBs including responsibility for underwriting arrangements, as
applicable.
Coordinating with Stock Exchanges and SEBI for submission of all post-Offer reports
including the initial and final post-Offer report to SEBI, release of 1% security deposit post
closure of the Offer

Book Building Process

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

All Bidders, except Anchor Investors, are mandatorily required to use the ASBA process for participating in the Offer
by providing details of their respective ASBA Account in which the corresponding Bid Amount will be blocked by
SCSBs. In addition to this, the RIBs may participate through the ASBA process by either (a) providing the details of
their respective ASBA Account in which the corresponding Bid Amount will be blocked by the SCSBs; or (b) through
the UPI Mechanism. Anchor Investors are not permitted to participate in the Offer through the ASBA process.
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In accordance with the SEBI ICDR Regulations, QIBs and Non-Institutional Bidders are not allowed to withdraw or
lower the size of their Bids (in terms of the quantity of the Equity Shares or the Bid Amount) at any stage. Retail
Individual Bidders (subject to the Bid Amount being up to ¥200,000) can revise their Bids during the Bid/Offer Period
and withdraw their Bids on or before the Bid/Offer Closing Date. Further, Anchor Investors cannot withdraw their
Bids after the Anchor Investor Bid/Offer Period. Allocation to the Anchor Investors will be on a discretionary basis.
Except for Allocation to RIBs and the Anchor Investors, allocation in the Offer will be on a proportionate basis.

For further details on the method and procedure for Bidding, see “Offer Structure” and “Offer Procedure” on pages 367 and
369, respectively.

Each Bidder by submitting a Bid in the Offer, will be deemed to have acknowledged the above restrictions and the terms
of the Offer.

The process of Book Building under the SEBI ICDR Regulations and the Bidding Process are subject to change from
time to time and the Bidders are advised to make their own judgment about investment through this process prior to
submitting a Bid in the Offer.

Bidders should note that, the Offer is also subject to obtaining (i) the final approval of the RoC after the Prospectus is filed with
the RoC; and (ii) final listing and trading approvals of the Stock Exchanges, which our Company shall apply for, after Allotment
within six Working Days of the Bid/Offer Closing Date or such other time period as prescribed under applicable law.

Explanation of Book Building and Price Discovery Process
For an explanation of the Book Building Process and the price discovery process, see “Offer Procedure” on page 369.
Underwriting Agreement

Our Company and the Selling Shareholders intend to enter into an Underwriting Agreement with the Underwriters for the
Equity Shares proposed to be issued and offered in the Offer. The Underwriting Agreement has not been executed as on the
date of this Draft Red Herring Prospectus and will be executed after the determination of the Offer Price and allocation of
Equity Shares, but prior to the filing of the Prospectus with the RoC. The Underwriting Agreement is dated [®]. Pursuant to the
terms of the Underwriting Agreement, the obligations of each of the Underwriters will be several and will be subject to certain
conditions specified therein.

The Underwriters have indicated their intention to underwrite the following number of Equity Shares:

(This portion has been intentionally left blank and will be filled in before filing of the Prospectus with the RoC.)

Name, Address, Telephone Number and | Indicative Number of Equity Shares to be Amount Underwritten
Email Address of the Underwriters Underwritten (in  million)

[e] [e] [e]

The abovementioned underwriting commitments are indicative and will be finalised after pricing of the Offer, the Basis of
Allotment and actual allocation in accordance with provisions of the SEBI ICDR Regulations.

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

Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitment set forth in the table
above.

Notwithstanding the above table, the Underwriters shall be severally responsible for ensuring payment with respect to the Equity
Shares allocated to investors respectively procured by them in accordance with the Underwriting Agreement. In the event of
any default in payment, the respective Underwriter, in addition to other obligations defined in the Underwriting Agreement,
will also be required to procure subscribers for or subscribe to the Equity Shares to the extent of the defaulted amount in
accordance with the Underwriting Agreement. The extent of underwriting obligations and the Bids to be underwritten in the
Offer shall be as per the Underwriting Agreement.
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CAPITAL STRUCTURE

The equity share capital of our Company as at the date of this Draft Red Herring Prospectus is set forth below:

(in Z, except share data or as stated otherwise)

Aggregate value at face | Aggregate value at
value Offer Price*
A |AUTHORISED SHARE CAPITAL®
550,000,000 Equity Shares 550,000,000
B |ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL BEFORE THE OFFER
290,135,120 Equity Shares 290,135,120 [e]
C |PRESENT OFFER
Offer for Sale of up to [#] Equity Shares ©® [e] Up to [e] million
D |ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL AFTER THE OFFER
[e] Equity Shares [e] [o]
E |SECURITIES PREMIUM ACCOUNT
Before the Offer 22,895,070,000
After the Offer [e]
* To be updated upon finalisation of Offer Price
()] For details in relation to the changes in the authorised share capital of our Company, see “History and Certain Corporate Matters — Amendments to
our Memorandum of Association in the last 10 years ” on page 196.
2) The Offer has been authorised by our Board of Directors pursuant to the resolution passed at their meeting dated September 8, 2021 and November
8, 2021 and by our Shareholders pursuant to the special resolution passed at their extraordinary general meeting dated October 8, 2021. Further, our
Board has taken on record the approval for the Offer for Sale by the Selling Shareholders pursuant to its resolution dated November 8, 2021. The
Selling Shareholders have confirmed and authorised their participation in the Offer for Sale. For further details, see “Other Regulatory and Statutory
Disclosures” on page 348.
3) The Equity Shares being offered by the Selling Shareholders have been held by the Selling Shareholders for a period of at least one year prior to the

date of filing of this Draft Red Herring Prospectus in accordance with Regulation 8 of the SEBI ICDR Regulations and accordingly, are eligible for
the Offer in accordance with the provisions of the SEBI ICDR Regulations. For details of authorisations for the Offer for Sale, see “Other Regulatory
and Statutory Disclosures” on page 348.

Notes to the Capital Structure

Equity share capital history of our Company

(@) The history of the equity share capital of our Company is set forth below:

Date of Number of Face value Issue price Nature of Cumulative | Cumulative
allotment of equity . per equity Nature of . . number of paid-up
; per equity consideratio ) :

equity shares share (in ?) share allotment n equity equity share
shares allotted (in%) shares capital
Subscription
May 7, 1984 90 100.00 100.00 to MoA @ Cash 90 9,000
Further
July 16, 1984 1,210 100.00 100.00 Issue@* Cash 1,300 130,000
September Further
20, 1984 450 100.00 100.00 Issue@* Cash 1,750 175,000
October 4, Further
1984 300 100.00 100.00 Issue@* Cash 2,050 205,000
November Further
201984 100 100.00 100.00 Issue®* Cash 2,150 215,000
December Further
18, 1984 100 100.00 100.00 Issue®* Cash 2,250 225,000
April 24, Further
1985 250 100.00 100.00 Issue(* Cash 2,500 250,000
March 20, Further
1986 500 100.00 100.00 Issue®* Cash 3,000 300,000
May 14, Further
1986 200 100.00 100.00 IsSue@* Cash 3,200 320,000
February 25, Further
1987 50 100.00 100.00 Issuelor Cash 3,250 325,000
April 10, Further
1987 250 100.00 100.00 Issue(* Cash 3,500 350,000
July 15, 1987 250 100.00 10000 | Further Cash 3,750 375,000
Issue
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Date of Number of Issue price Cumulative | Cumulative
allotment of equity Fggeevzlits per equity Nature of C(’J\:gtil(;;;?';tfio number of paid-up
equity shares s%areq(in ?) share allotment n equity equity share
shares allotted (in%) shares capital
Jul"gség' 600 100.00 100.00 E‘;Lts(ﬂ)* Cash 4,350 435,000
Febroay 1 3,980 100.00 10000 | FUTner Cash 8,330 833,000
Mi‘g%%& 1,126 100.00 100.00 E‘;Ltgfr Cash 9,456 945,600
Malrggggl' 3,533 100.00 100.00 E‘;Ltgfr Cash 12,989 1,298,900
e et 2,601 100.00 10000 | FuTner Cash 15,680 1,568,000
Malrggogl' 6,535 100.00 100.00 E‘;Ltgfr Cash 22,215 2,221,500
Septfg;%er 7 2,955 100.00 100.00 E‘;Ltgfr Cash 25,170 2,517,000
OCti’ggg 15, 1,105 100.00 100.00 E‘;Ltg‘fr Cash 26,275 2,627,500
'\éivig‘ggr 1,175 100.00 100.00 IFS‘;[}er Cash 27,450 2,745,000
Ei‘;celrgggr 535 100.00 100.00 IFS‘;[}er Cash 27,985 2,798,500
anuay 12 740 100.00 100.00 E‘;Ltg‘fr Cash 28,725 2,872,500
Femﬁgi’ 20, 670 100.00 100.00 E‘;Ltsfr Cash 29,395 2,939,500
Malrgglls' 485 100.00 100.00 IFS‘;[}er Cash 20,880 2,988,000
Malré:ngO, 930 100.00 100.00 E‘;Ltg‘fr Cash 30,810 3,081,000
Aqggf' 460 100.00 100.00 E‘;Ltsfr Cash 31,270 3,127,000
Septerber 4. 865 100.00 10000 | FUTner Cash 32,135 3,213,500
Ociggelr L 720 100.00 100.00 ::S‘;Ltzfr Cash 32,855 3,285,500
NO"fg;bler 7 1,305 100.00 100.00 'I:S‘;Ltsfr Cash 34,160 3,416,000
December 4 420 100.00 10000 | FUTner Cash 34,580 3,458,000
Janl‘gagg 6. 230 100.00 100.00 ::S‘;Ltzfr Cash 34,810 3,481,000
Feblrggrzy > 550 100.00 100.00 'I:S‘;Ltsfr Cash 35,360 3,536,000
Maren & 1,700 100.00 10000 | FUTner Cash 37,060 3,706,000
Malr;g;l' 8,930 100.00 100.00 ::S‘;Ltzfr Cash 45,990 4,599,000
July 29, 1992 | Sub-division of equity shares of face value of 3100 each to equity shares of face value of 310 each
Augu 12 14,300 10.00 1000 | Futher Cash 474,200 4,742,000
chg 6. 8,000 10.00 10.00 E;Ltgfr Cash 482,200 4,822,000
'\'l%"elrgggr 28,000 10.00 10.00 IFS‘;Ltgfr Cash 510,200 5,102,000
fanuay 13 32,300 10.00 1000 | Futher Cash 542,500 5,425,000
FEblr;g;y 3 13,000 10.00 10.00 E;Ltgfr Cash 555,500 5,555,000
Mi‘;‘;h:' 16,600 10.00 10.00 IFS‘;Ltgfr Cash 5,72,100 5,721,000
Mare o 31,900 10.00 1000 | Futher Cash 604,000 6,040,000
Further
July 28,1993 | 16,000 10.00 10.00 e Cash 620,000 6,200,000
ngtirgggr 19,400 10.00 10.00 E‘;Ltgfr Cash 639,400 6,394,000
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Date of Number of Issue price Cumulative | Cumulative
allotment of equity Fggeevzlits per equity Nature of C(’J\:gtil(;;;?';tfio number of paid-up
equity shares s%areq(in ?) share allotment n equity equity share
shares allotted (in%) shares capital
October 6, 6,100 10.00 10.00 Further Cash 645,500 6,455,000
1993 Issue*
November Further
10, 1993 5,100 10.00 10.00 Issue™ Cash 650,600 6,506,000
December 1, 4,400 10.00 10.00 Further Cash 655,000 6,550,000
1993 Issue*
February 9, 17,800 10.00 10.00 Further Cash 672,800 6,728,000
1994 Issue*
March 31, 37,800 10.00 1000 | Further Cash 710,600 7,106,000
1994 Issue*
August 31, 51,100 10.00 10.00 Further Cash 761,700 7,617,000
1994 Issue*
October 19, 24,700 10.00 10.00 Further Cash 786,400 7,864,000
1994 Issue*
November Further
16, 1994 7,800 10.00 10.00 Issue* Cash 794,200 7,942,000
December Further
14, 1994 8,400 10.00 10.00 Issue™ Cash 802,600 8,026,000
January 11, Further
1995 28,300 10.00 10.00 Issue™ Cash 830,900 8,309,000
March 3, 9,69,100 10.00 1000 | Further Cash 1,800,000 | 18,000,000
1995 Issue*
March 31, 1,98,500 10.00 10.00 Further Cash 1,998,500 | 19,985,000
2001 Issue*
Issuance of
equity shares
to the
June 21 shareholders
2002 ' 7,81,800 10.00 10.00 of RKV | Share swap 2,780,300 27,803,000
Finance
Limited
pursuant  to
the merger
November 26,000 10.00 10.00 Preferential Cash 2,806,300 | 28,063,000
30, 2007 ' ) ) allotment 14 s s
March 31, Preferential
2008 160,000 10.00 10.00 allotment(®) Cash 2,966,300 29,663,000
September 1, Preferential
2008 200,000 10.00 10.00 allotment (6 Cash 3,166,300 31,663,000
September Preferential
30, 2008 280,000 10.00 10.00 allotment @0 Cash 3,446,300 34,463,000
November Preferential
30, 2008 6,000 10.00 10.00 allotment(® Cash 3,452,300 34,523,000
February 28, Preferential
2009 50,000 10.00 10.00 allotment(® Cash 3,502,300 35,023,000
July 31, 2009 1,500 10.00 10.00 Preferential Cash 3,503,800 | 35,038,000
allotment(?)
June 18, 700,000 10.00 12,50 Rights Cash 4,203,800 | 42,038,000
2010 issue()
July 31,2010 | 700,000 10.00 12.50 Preferential Cash 4,903,800 | 49,038,000
allotment@
March 28, Preferential
2011 1,577,000 10.00 35.00 allotment(@ Cash 6,480,800 64,808,000
July 18,2011 | 235,000 10.00 35.00 Preferential Cash 6,715,800 | 67,158,000
allotment 24
September Preferential
14, 2011 284,200 10.00 35.00 allotment@ Cash 7,000,000 70,000,000
February 21, Preferential
2014 2,000,000 10.00 85.00 allotment(@ Cash 9,000,000 90,000,000
February 3, Preferential
2015 1,200,000 10.00 130.00 allotment@? Cash 10,200,000 102,000,000
September Preferential
29, 2015 350,000 10.00 130.00 allotment(@® Cash 10,550,000 105,500,000
November Preferential
30, 2015 150,000 10.00 130.00 allotment@ Cash 10,700,000 107,000,000

64




Date of Number of Issue price Cumulative | Cumulative
allotment of equity Fggeevzlits per equity Nature of C(’J\:gtil(;;;?';tfio number of paid-up
equity shares s%areq(in ?) share allotment n equity equity share
shares allotted (in%) shares capital
June 30, Preferential
2016 3,565,052 10.00 319.63 allotment@® Cash 14,265,052 142,650,520
June 09 Exercise of
' 188,000 10.00 10.00 ASOP Cash 14,453,052 144,530,520
2017
201561
August 18, Preferential
2017 4,715,302 10.00 674.40 allotment(@® Cash 19,168,354 191,683,540
September Exercise of
P 500 10.00 85.00 ASOP Cash 19,168,854 191,688,540
25, 2017
201563
Exercise of
July 24,2018 8,000 10.00 130.00 ASOP Cash 19,176,854 | 191,768,540
201564
August 3, Preferential
2018 46,86,828 10.00 1,320.72 allotment Cash 23,863,682 238,636,820
Exercise of
September 500 10.00 85.00 ASOP Cash 23,864,182 | 238,641,820
12,2018
20156
December Exercise of
1,000 10.00 130.00 ASOP2015 Cash 23,865,182 238,651,820
12,2018 @
Exercise of
December 25,000 10.00 10.00 ASOP 2015 Cash 23,890,182 | 238,901,820
27,2018 @8)
February 8 Exercise of
2019y ' 1,600 10.00 130.00 ASOP 2015 Cash 23,891,782 238,917,820
(39)
Exercise of
Febrz‘galrg 28, 7,000 10.00 13000 | ASOP 2015 Cash 23,898,782 | 238,987,820
(40)
March 29 Exercise of
' 800 10.00 130.00 ASOP 2015 Cash 23,899,582 238,995,820
2019 @)
Mav 16 Exercise of
28/19’ 1,400 10.00 130.00 ASOP 2015 Cash 23,900,982 239,009,820
@2)
June 28 Exercise of
' 200 10.00 130.00 ASOP 2015 Cash 23,901,182 239,011,820
2019 43
Exercise of
July 11, 2019 50 10.00 130.00 ASOP 2015 Cash 23,901,232 239,012,320
(44)
July 22,2019 | 1,332,262 10.00 236440 | Preferential Cash 25,233,494 | 252,334,940
allotment®S)
Auqust 8 Exercise of
29019 ' 1,200 10.00 130.00 ASOP 2015 Cash 25,234,694 252,346,940
(46)
September Exercise of
P 100 10.00 130.00 ASOP 2015 Cash 25,234,794 252,347,940
24,2019 (47)
September Exercise of
P 500 10.00 85.00 ASOP 2015 Cash 25,235,294 252,352,940
24,2019 (48)
December 6 Exercise of
2019 ' 119,238 10.00 10.00 ASOP 2015 Cash 25,354,532 253,545,320
(49)
December Exercise of
55,762 10.00 10.00 ASOP 2015 Cash 25,410,294 254,102,940
12,2019 (50)
Issue of
partly  paid
February 25, 1 254 500 10.00 2,364.40 up equity Cash 26,160,294 | 254,852,940
2020 shares -

preferential
allotment®
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Date of Number of Issue price Cumulative | Cumulative
allotment of equity Fggeevzlits per equity Nature of C(’J\:gtil(;;;?';tfio number of paid-up
equity shares s%areq(in ?) share allotment n equity equity share
shares allotted (in%) shares capital
Issue of
partly  paid
up equity
March 21, 967,597 10.00 1,037.94 | shares - Cash 27,127,891 | 255,820,537
2020 . .
Rights issue
in the ratio of
7:45(2)
Auqust 17 Exercise of
2020 ' 52,000 10.00 10.00 ASOP 2015 Cash 27,179,891 256,340,537
(53)
September Exercise of
p 1,400 10.00 130.00 ASOP 2015 Cash 27,181,291 256,354,537
30, 2020 (54)
October 22 Exercise of
2020 ' 2,600 10.00 130.00 ASOP 2015 Cash 27,183,891 256,380,537
(55)
Issuance of equity shares during the period of one year preceding the date of this Draft Red Herring Prospectus
November Exercise of
2,800 10.00 130.00 ASOP Cash 27,186,691 256,408,537
10, 2020 6)
2015
November Exercise of
1,800 10.00 674.40 ASOP 2018 Cash 27,188,491 256,426,537
30, 2020 7)
Exercise of
Decggnz%er 4 1,000 10.00 13000 | ASOP 2015 Cash 27,189,491 | 256,436,537
(58)
March 5 Exercise of
2021 ' 1,250 10.00 130.00 ASOP 2015 Cash 27,190,741 256,449,037
(59)
April 26, Preferential
2021 1,471,771 10.00 3,518.71 allotment(©® Cash 28,662,512 271,166,747
June 18 Exercise of
' 200 10.00 130.00 ASOP 2015 Cash 28,662,712 271,168,747
2021 1)
Exercise of
July 23, 2021 2,600 10.00 130.00 ASOP 2015 Cash 28,665,312 271,194,747
(62)
Auqust 4 Exercise of
29021 ' 5,570 10.00 130.00 ASOP 2015 Cash 28,670,882 271,250,447
(63)
August 9, Preferential
2021 300,000 10.00 3,518.71 allotment®4 Cash 28,970,882 274,250,447
Auqust 13 Exercise of
2021 ' 3,800 10.00 130.00 ASOP 2015 Cash 28,974,682 274,288,447
(65)
August 25, | 750,000 partly paid up equity shares allotted pursuant to preferential allotment dated February 281.038 447
2021 25, 2020 were made fully paid up. &9 s
August 25, | 967,597 partly paid up equity shares allotted pursuant to rights issue dated March 21, 2020 were 5
! o 89,746,820
2021 made fully paid up. ®?
Auqust 30 Exercise of
3021 ' 38,830 10.00 130.00 ASOP 2015 Cash 29,013,512 290,135,120
(68)
October 8 Sub-division of equity shares of face value of 10 each to equity shares of face value of X1 each. The issued,
' subscribed and paid-up capital of the Company after the sub-division is 290,135,120 comprising of 290,135,120
2021 .
Equity Shares of face value of %1 each

* Certain corporate and secretarial records of our Company, including the shareholder minutes and Roc filings, are not traceable by our Company,
or with the RoC, in connection with the allotment of equity shares between the date of incorporation of our Company and July 31, 2009. For further
details, see “Risk Factors — Some of our corporate records, including those relating to allotments of our equity shares in the past, are not traceable”
on page. [e]. Accordingly, certain details in relation to the allotments made during this period, including the list of allottees, cannot be ascertained.

(1) Allotment of 10 equity shares each to R. Varalakshmi, R. Baskaran, D.Meera, R. Suguna , M.K. Mohan, S.D.V Chandru, K.Dhinakaran,
C.Kalavathy, and C.Suguanthi pursuant to subscription to the Memorandum of Association.

(2) Allotment of 240 equity shares to R. Varalakshmi, 240 equity shares to R. Baskaran, 40 equity shares to M.K. Mohan, 30 equity shares to S.D.V.

Chandra, 40 equity shares to K. Dhinakaran, 250 equity shares to C. Suganthi, 40 equity shares to R. Suguna, 40 equity shares to C. Kalavathy,
40 equity shares to D. Meera, 50 equity shares to S.D.V. Dinakar and 200 equity shares to M. Geetha.
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(3) Allotment of 50 equity shares each to V.K. Ranganathan, A. Chitrarasu, J. Vanitha, Y. Jamuna, S.D.V. Prakash, S.D.V. Nagesh, S.D.V. Jayakumar,
D. Saroj and K. Dayalan.

(4) Allotment of 50 equity shares each to C. Appavu Naidu, V.K. Padmanaban, D. Meera, A. Balammal, P. Usha and B.C. Deenadayalan.
(5) Allotment of 50 equity shares each to B.C. Deenadayalan and D. Meera.

(6) Allotment of 50 equity shares each to C. Lakshmi and A. Rani.

(7)  Allotment of 250 equity shares to M.K. Ganesh Ram.

(8) Allotment of 250 equity shares to S. Kunjithapatham, 100 equity shares to S. Jothi, 50 equity shares to T. Janardhanan, 50 equity shares to D.
Radhakrishnan and 50 equity shares to R. Sreeramulu.

(9) Allotment of 50 equity shares each to T. Vijaya Babu, T. Hemlatha, T. Ganesh Kumar and T.B. Rao.
(10) Allotment of 50 equity shares to T.B. Rao.

(11) Allotment of 250 equity shares to V. Komalavatti.

(12) Allotment of 250 equity shares to L. Krishnan.

(13) Allotment of 50 equity shares to M.K. Ganesh Ram, 50 equity shares to R. Varalakshmi, 50 equity shares to S. Kunjithapatham, 50 equity shares
to V.K. Ranganathan, 50 equity shares A. Chitraraju, 50 equity shares to S. Jothi, 50 equity shares to S. Chandru, 20 equity shares to T. Vijaya
Babu, 20 equity shares to T. Ganesh Kumar, 10 equity shares to T. Hemalatha, 50 equity shares to L. Krishnan, 50 equity shares to M.K. Mohan,
10 equity shares to K. Dinakaran, 10 equity shares to Y. Jamuna, 10 equity shares to J. Vanitha, 10 equity shares to D.Saroja, 10 equity shares
K. Dayalan, 50 equity shares to D. Meera.

(14) Allotment of 15,000 equity shares to R.Jayachandran, 1,000 equity shares to V.Rajaram and 10,000 equity shares to P.Vidhya

(15) Allotment of 18,000 equity shares to Hema Lakshmipathy, 32,000 equity shares to Lakshmipathy Deenadayalan, 2,500 equity shares to
Deenadayalan Rangasamy, 10,000 equity shares to J.Sujatha, 2,500 equity shares to Vishnuvardhan Ravi, 2,500 equity shares to Naveen Ravi,
2,500 equity shares to Shivanth Bhaskaran, 2,500 equity shares to Prashanth Bhaskaran, 30,000 equity shares to R. Sugna, 20,000 equity shares
to V.K. Ranganathan, 2,500 equity shares to G.R. Lavanya, 2,500 equity shares to Sujitha Ramgopal, 7,500 equity shares to N. Ramkumar,
15,000 equity shares to Swathi Priya and 10,000 equity shares to K.Venkatesan.

(16) Allotment of 200,000 equity shares to D.Gouthaman.

(17) Allotment of 92,000 equity shares to Lakshmipathy Deenadayalan, 138,000 equity shares to Hema Lakshmipathy, and 50,000 equity shares to
Varalakshmi Deenadayalan.

(18) Allotment of 2,000 equity shares to V.Balachandran, 2,000 equity shares to B.Sugna and 2,000 equity shares to C.Kavitha.
(19) Allotment of 50,000 equity shares to V.Magesh Raman.
(20) Allotment of 1,500 equity shares to Vidya Sasiraman.,

(21) Allotment of 40 equity shares to Murugappan N, 50 equity shares to Tiruvadanan B.S., 60 equity shares to Gajapathy V, 40 equity shares to
Shermistah G, 20 equity shares to Vasantha A, 200 equity shares to Raajaram V, 120 equity shares to Ashoka Pathy G, 20 equity shares to
Kanakaraj C, 20 equity shares to Ranji Prakash, 100 equity shares to Padma Haran, 40 equity shares to Venkatramani S, 240 equity shares to
Vatchala A, 200 equity shares to Mohan A, 200 equity shares to Lakshmi A, 20 equity shares to Nagarajan D, 50 equity shares to Alwar A.K, 50
equity shares to Prabhakar A.K, 20 equity shares to Pitchandi H, 20 equity shares to Jayashree Sridharan, 20 equity shares to Sridharan R,
26,630 equity shares to Jayachandran R, 60 equity shares to Vasanthi Amma P.R, 40 equity shares to Sujaya C.K, 60 equity shares to Pavithran
P.N, 60 equity shares to Krishnamoorthy M, 860 equity shares to Dinakar S.D.V, 200 equity shares to Goutam. D, 500 equity shares to
Padmavathy D, 40 equity shares to Saraswathi V, 40 equity shares to Venkattachalam V, 20 equity shares to Asokan P, 40 equity shares to
Gnanamoorthy S, 20 equity shares to Dandapani S, 1,080 equity shares to Subha Sankaran, 660 equity shares to Premakumari S, 710 equity
shares to B.C Deenadayalan, 260 equity shares to Meera D, 20 equity shares to Jayarajan K, 100 equity shares to Prabha R, 250,000 equity
shares jointly to R Anu Anand and Padma Anandan, 20 equity shares to Appadurai T, 60 equity shares to Suriyanarayan B, 20 equity shares to
Dandapani S, 40 equity shares to Ramassamy S, 80 equity shares to Nandagopal M.N., 60 equity shares to Vijayalakshmi C, 20 equity shares to
Arunkumar K, 40 equity shares to Thenaruvi V, 40 equity shares to Kuppusamy A, 80 equity shares to Nedumaran K, 1,400 equity shares to
Nedunchezihian R.C., 1,000 equity shares to Chandra Nedunchezian, 20 equity shares to Radhakrishnan R, 4,790 equity shares jointly to R Anu
Anand and Padma Anandan, 100 equity shares to Viswanathan S, 20 equity shares to Ambujam V, 20 equity shares to Viswanathan S, 80 equity
shares to Nandakumar K, 40 equity shares to Kalyanakrishnan V, 20 equity shares to Lakshminarayanan B, 7,200 equity shares to Deenadayalan
Rangasamy, 96,220 equity shares to Varalakshmi Deenadayalan,, 40 equity shares to Sathish Kumar. P, 40 equity shares to Selvaraj C, 296,500
equity shares jointly to R Anu Anand and Padma Anandan, 9,060 equity shares to Lakshmipathy Deenadayalan and 60 equity shares to
Somasundaram A. R.

(22) Allotment of 700,000 equity shares jointly to Deepthi Anand and Padma Anandan.

(23) Allotment of 1,050,000 equity shares jointly to V P Nandakumar and Sushama Nanadakumar, 457,000 equity shares to Lakshmipathy
Deenadayalan and 70,000 equity shares jointly to Varalakshmi Deenadayalan and Lakshmipathy Deenadayalan.

(24) Allotment of 65,000 equity shares jointly to M.Anandan and Anu Anandan, 110,000 equity shares to Lakshmipathy Deenadayalan, 50,000 equity
shares jointly to Hema Lakshmipathy and Lakshmipathy Deenadayalan and 10,000 equity shares jointly to Varalakshmi Deenadayalan and
Lakshmipathy Deenadayalan.

(25) Allotment of 15,000 equity shares jointly to Hema Lakshmipathy and Lakshmipathy Deenadayalan, 204,200 equity shares to Lakshmipathy
Deenadayalan and 65,000 equity shares jointly to M Anandan and Anu Anand.
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(26) Allotment of 2,000,000 equity shares to Matrix Partners India Investment Holdings I1, LLC.
(27) Allotment of 1,200,000 equity shares to Matrix Partners India Investment Holdings Il LLC.
(28) Allotment of 350,000 equity shares to Lakshmipathy Deenadayalan.

(29) Allotment of 150,000 equity shares to Lakshmipathy Deenadayalan.

(30) Allotment of 3,565,052 equity shares to NHPEA Chocolate Holding B.V.

(31) Allotment of 128,000 equity shares to Rangarajan Krishnan, 40,000 equity shares to Srikanth Gopalakrishnan, 10,000 equity shares to S M
Seshadri and 10,000 equity shares to K Arun Kumar.

(32) Allotment of 1,890,569 equity shares to Norwest Venture Partners X — Mauritius, 1,890,569 equity shares to SCI Investments V, 904,508 equity
shares to NHPEA Chocolate Holding B.V., 20,759 equity shares to Matrix Partners India Investment Holdings Il, LLC and 8,897 equity shares
to Matrix Partners Indian Investment Il Extension, LLC.

(33) Allotment of 500 equity shares to R M Veerappan.

(34) Allotment of 8,000 equity shares to J Vishnuram.

(35) Allotment of 2,884,784 equity shares to TPG Asia VII SF Pte. Ltd., 567,871 equity shares to Norwest Venture Partners X- Mauritius, 567,871
equity shares to SCI Investments V and 666,302 equity shares to NHPEA Chocolate Holdings B.V.

(36) Allotment of 500 equity shares to R M Veerappan.

(37) Allotment of 1,000 equity shares to S Prashanth.

(38) Allotment of 25,000 equity shares to Srikanth Gopalakrishnan.

(39) Allotment of 1,000 equity shares to S M Seshathri and 600 equity shares to K Arunkumar.

(40) Allotment of 7,000 equity shares to S Parthsarathy.

(41) Allotment of 800 equity shares to Venkatesh Badrinarayanan.

(42) Allotment of 1,400 equity shares to Mahesh Gourishetty.

(43) Allotment of 200 equity shares to Venkatesh Badrinarayanan.

(44) Allotment of 50 equity shares to C Vishnu Prasad.

(45) Allotment of 1,332,262 equity shares to TPG Asia VIl SF Pte. Ltd.

(46) Allotment of 1,200 equity shares to S Prashanth.

(47) Allotment of 100 equity shares to J Vishnuram.

(48) Allotment of 500 equity shares to R M Veerappan.

(49) Allotment of 100,000 equity shares to Rangarajan Krishnan and 19,238 equity shares to Srikanth Gopalakrishnan.
(50) Allotment of 50,000 equity shares to Rangarajan Krishnan and 5,762 equity shares to Srikanth Gopalakrishnan.

(51) Allotment of 725,000 equity shares, to Lakshmipathy Deenadayalan, 12,500 equity shares to Rangarajan Krishnan, 7,500 equity shares to
Srikanth Gopalakrishnan and 5,000 equity shares to J Vishnuram. Such shares were partly paid and %1 per equity share was paid at the time of
allotment of such equity shares, which were issued at an issue price of 32,364.40 (“Partly Paid-up Shares”). The Partly Paid-up Shares were
made fully paid up on August 25, 2021, for the first and final call for the balance amount of I2,354.40 per equity share of face value of %10 each
being made on the Partly Paid-up Shares.

(52) Allotment of 800,000 equity shares, to Lakshmipathy Deenadayalan, 51,522 equity shares to Rangarajan Krishnan, 37,284 equity shares to
Srikanth Gopalakrishnan, 28,588 equity shares to R Jayachandran, 14,239 equity shares to J Vishnuram, 10,455 equity shares to Suguna R,
5,444 equity shares to V Magesh Raman, 3,500 equity shares to Ramkumar Nammalvar, 2,224 equity shares to Vidya P, 2,023 equity shares to
Nikhil Jain, 1,960 equity shares to MAA Annamalai, 1,882 equity shares to Divya P, 1,556 equity shares to Vijayasarathy, 1,556 equity shares
toVenkatesan K, 856 equity shares to D P Jayakumar, 507 equity shares to Bogapathy Chakrapani Deenadayalan, 500 equity shares to G
Bhaskaran, 389 equity shares to Gopalakrishnan Sridhar, 389 equity shares to Vijayakumari, 234 equity shares to Shreyans Jain, 224 equity
shares to A Vatchala, 187 equity shares to Mohan Adikesavalu, 187 equity shares to Adikesavalu Lakshmi, 173 equity shares to A Meyyappan,
171 equity shares to Sekar T Kuchelar, 171 equity shares to C Rajendra Raju, 171 equity shares to JL Property Holdings Private Limited, 156
equity shares to Bharatkumar C Jain, 93 equity shares to Ashok Kumar, 87 equity shares to Meera Deenadayalan, 78 equity shares to
Meenakumari K R, 78 equity shares to K R Shakuntala, 78 equity shares to Venugopla Shanthi, 78 equity shares to S Mathiyalagan, 62 equity
shares to P Jagannadham, 56 equity shares to Vasanthiamma P R, 50 equity shares to Lakshmi V, 47 equity shares to V Aridhasan, 37 equity
shares to Santosh D Surana, 31 equity shares to Saraswathy Mohan, 31 equity shares to Santosh Menon, 31 equity shares to Meenakshi, 31
equity shares to Parthasarathy Karunakaran, 31 equity shares to Raj Prakash Govindarajan, 19 equity shares to Dhanush D Surana, 19 equity
shares to Suraj Kanwar, 16 equity shares to M Yashotha, 16 equity shares to Usha S, 16 equity shares to R Dillibabu, 16 equity shares to D
Jaganaathan, 16 equity shares to Ramakrishnan D, 16 equity shares to K Vasundaradevi and 16 equity shares to C.G Venkatesan. Such shares
were partly paid and X1 per equity share was paid at the time of allotment of such equity shares, which were issued at an issue price of <1,037.94
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(“Partly Paid-up Shares”). The Partly Paid-up Shares were made fully paid up on August 25, 2021, for the first and final call for the balance
amount of %1,027.94 per equity share of face value of 10 each being made on the Partly Paid-up Shares.

(53) Allotment of 42,000 equity shares to Rangarajan Krishnan and 10,000 equity shares to Srikanth Gopalakrishnan.

(54) Allotment of 1,400 equity shares to Mahesh Gourishetty.

(55) Allotment of 1,000 equity shares to Venkatesh Badrinarayanan, 1,000 equity shares to S M Seshathri and 600 equity shares to K Arunkumar.
(56) Allotment of 1,200 equity shares to S Prashanth, 1,000 equity shares to S M Seshathri and 600 equity shares to K Arunkumar.

(57) Allotment of 1,800 equity shares to Sanjay Chaturvedi.

(58) Allotment of 1,000 equity shares to T Sathya Ganesh,

(59) Allotment of 800 equity shares to Venkatesh Badrinarayanan and 450 equity shares to Vishnu Prasad.

(60) Allotment of 1,015,729 equity shares to Sequoia Capital Global Growth Fund IlI- Endurance Partners L.P., 26,741 equity shares to Norwest
Venture Partners X- Mauritius, 145,104 equity shares to Sirius Il Pte. Ltd. and 284, 197 equity shares to TVS Shriram Growth Fund 3.

(61) Allotment of 200 equity shares to Venkatesh Badrinarayanan.

(62) Allotment of 1,400 equity shares to Mahesh Gourishetty and 1,200 equity shares to S Prashanth.
(63) Allotment of 5,570 equity shares to S Parthasarathy.

(64) Allotment of 300,000 equity shares to Lakshmipathy Deenadayalan.

(65) Allotment of 3,800 equity shares to C Vishnu Prasad.

(66) Allotment of 8,430 equity shares to S Parthasarathy, 6,500 equity shares to C Vishnu Prasad and 23,900 equity shares to J Vishnuram.
Our Company does not have any outstanding preference shares as on the date of this Draft Red Herring Prospectus.
Equity Shares issued for consideration other than cash or out of revaluation reserves

Except as disclosed in the equity share capital history of our Company in relation to the allotment by our Company in
lieu of shares of RKV Finance Limited, our Company has not issued any Equity Shares for consideration other than cash
or out of revaluation of reserves since its incorporation. For further details, see “- Equity share capital history of our
Company” on page 62.

Offer of Equity Shares pursuant to schemes of arrangement

Except as disclosed in the equity share capital history of our Company in relation to the allotment by our Company in
lieu of shares of RKV Finance Limited, our Company has not allotted any Equity Shares pursuant to any scheme
approved under Sections 391 to 394 of the Companies Act, 1956 or Sections 230 to 234 of the Companies Act, 2013.
For further details, see “- Equity share capital history of our Company” on page 62.

Equity Shares issued in the preceding one year below the Offer Price

Except as disclosed in the equity share capital history of our Company, our Company has not issued any Equity Shares
at a price that may be lower than the Offer Price during the last one year preceding the date of this Draft Red Herring
Prospectus. For further details, see “- Equity share capital history of our Company” on page 62.

History of the Equity Share capital held by our Promoters

As on the date of this Draft Red Herring Prospectus, our Promoters hold in aggregate 125,684,540 Equity Shares,
constituting 43.17 % of the issued, subscribed and paid-up Equity Share capital of our Company, after considering vested
options. The details regarding our Promoters’ shareholding is set forth below.

a) Build-up of our Promoter’s Equity shareholding in our Company

The build-up of the Equity shareholding of our Promoters since incorporation of our Company is set forth below:

Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per | Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share (%) | Equity Share capital capital (%)
® (%0)*
Lakshmipathy Deenadayalan
March  22,|Transfer from K. 1,000 Cash | 1000 | 10.00 | Negligible |  [e]
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share () | Equity Share capital capital (%)
® (%0)*
1999 Premavathy
September Transfer from G Negligible
20p2000 Pushpa & G 1,100 Cash 10.00 9.80 [e]
' Madhusudhanan
September Transfer from N Negligible
P Mythili & N Rosi 1,000 Cash 10.00 9.80 [o]
20, 2000 .
Naidu
September Transfer from M/s 0.11
P RKV Finance 32,600 Cash 10.00 5.00 [e]
20, 2000 g
Limited
March 21 Transfer from M/s 0.05
"IRKV Finance 16,000 Cash 10.00 5.00 [e]
2001 S
Limited
March 31, | Preferential 0.17
2001 allotment® 50,000 Cash 10.00 10.00 [o]
July 23, 2001 Transfer from_ M/s 40,000 Cash 10.00 500 0.14 [o]
Sukam Enterprises
Preferential 0.56
June 21, 2002 allotment # 163,500 Cash 10.00 10.00 [e]
Transfer from 100 Negligible
Kumari Anitha
June 21, 2002 Krishnan jointly held Cash 10.00 7.50 [e]
with A Ravindran
Transfer from R 100 Negligible
June 21, 2002 Balaraman Cash 10.00 7.50 [e]
Transfer from A 300 Negligible
June 21, 2002 |Govinda Rao jointly Cash 10.00 7.50 [e]
held with N Mukhta
June 21, 2002 Transfer from K 100 Cash 10.00 750 Negligible [o]
Sankaran
June 21,2002 | Trensfer from T C 100 Cash 10.00 7.50 Negligible |,
June 21, 2002 Transfer from K 100 Cash 10.00 750 Negligible [o]
Jayanthi
Transfer from M 100 Negligible
Gopalakrishna
June 21, 2002 Chetty jointly held Cash 10.00 5.00 [e]
with M Sudhamani
Transfer from M 100 Negligible
Gopalakrishna
June 21, 2002 Chetty jointly held Cash 10.00 5.00 [e]
with M Sudhamani
June 21, 2002 Transfer from K 150 Cash 10.00 750 Negligible [o]
Janardhanan
June 21, 2002 Tr_z_insfer from K J 100 Cash 10.00 750 Negligible [o]
Vijayakumar
June 21, 2002 Transfer from N 500 Cash 10.00 750 Negligible [o]
Ramasamy
June 21, 2002 Transfer from R 200 Cash 10.00 750 Negligible [o]
Manoharan
June 21, 2002 | Transfer from T T 100 Cash 10.00 7.50 Negligible [o]
Avrivuchelvi
December 30, | Transfer  from J Negligible
2002 Natarajan 100 Cash 10.00 7.50 [o]
December 30, | Transfer from P 100 Negligible
2002 Damodaran Cash 10.00 7.0 [e]
December 30, | Transfer from V 300 Negligible
2002 Gajendran Cash 10.00 7.50 [e]
December 30, | Transfer from A 100 Negligible
2002 Rathinam Cash 10.00 7.50 [o]
December 30, | Transfer from 100 Negligible
2002 Rajamannar G Cash 10.00 750 Le]
March 26,|Transfer from P 0.04
2003 Usha 12,000 Cash 10.00 1.00 [o]
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share (%) | Equity Share | capital capital (%)
® (%0)*
March 26, | Transfer from V K 0.03
2003 Padmanabhan 8,000 Cash 10.00 1.00 [o]
September  |Transfer from B Negligible
12,2003 |Masilamani 500 Cash 10.00 7.50 [e]
March  22,|Transfer from M/s 0.06
2004 Sukam Enterprises 17,500 Cash 10.00 10.00 [e]
September 6, |Transfer from M. Negligible
2006 Kanagawalli 700 Cash 10.00 10.00 [o]
April 18,|Transfer from R Negligible
2007 Sudhakar 100 Cash 10.00 10.00 [o]
September 3, |Transfer from C. 0.17
2007 Sukumar 50,000 Cash 10.00 10.00 [o]
September 3, |Transfer from A S P 0.06
2007 Ayyar 17,400 Cash 10.00 10.00 [o]
gggt?ember 3, | Transfer from B Ravi 10,000 Cash 10.00 10.00 0.03 [o]
September 3 Transfer from M/s 0.07
P '|Sukam  Financial 20,400 Cash 10.00 10.00 [o]
2007 -
Services
November Transfer from R 0.43
30, 2007 Devi 125,550 Cash 10.00 10.00 [o]
November Transfer from D 0.24
30, 2007 Ramakrishnan 71,100 Cash 10.00 10.00 [o]
March 31, | Preferential 0.11
2008 allotment 32,000 Cash 10.00 10.00 [o]
September Preferential 0.32
30, 2008 allotment 92,000 Cash 10.00 10.00 [o]
Transfer from S 0.15
August 10, |Soundari jointly held
2009 with G R 45,000 Cash 10.00 10.00 [o]
Sundararajan
Auqust 10 Transfer from G R 0.15
20099 '|Sundararajan jointly 45,000 Cash 10.00 10.00 [e]
held with S Soundari
November 2, Tr_an_sfer from D 700 Cash 10.00 10.00 Negligible [o]
2009 Srinivasan
November 2,|Transfer from D Negligible
2009 Kavidha 150 Cash 10.00 10.00 [o]
November 2,|Transfer from S Negligible
2009 Dhanasree 500 Cash 10.00 10.00 [o]
November 2,|Transfer from R Negligible
2009 Sridhar 500 Cash 10.00 10.00 [o]
November 2,|Transfer from S Negligible
2009 Jayakodi 300 Cash 10.00 10.00 [o]
November 2,|Transfer from N Negligible
2009 Vijayakumar 100 Cash 10.00 10.00 [o]
November 2,|Transfer from B 0.05
2009 Sudha 13,600 Cash 10.00 10.00 [o]
November 2,|Transfer from K 0.03
2009 Boopathi 10,000 Cash 10.00 10.00 [o]
January  25,|Transfer from T Negligible
2010 Kasthuri 100 Cash 10.00 11.50 [o]
January  25,|Transfer from V 11.50 Negligible
2010 Ganesan 100 Cash 10.00 [o]
January  25,|Transfer from 11.50 Negligible
2010 Subramanian 100 Cash 10.00 [e]
January  25,|Transfer from S 11.50 Negligible
2010 Vijayalakshmi 100 Cash 10.00 [e]
January 25, |Transfer from 0.69
2010 Gouthaman D 200,000 Cash 10.00 10.00 [o]
January  25,|Transfer from D 0.10
2010 Kothai 30,000 Cash 10.00 10.00 [o]
January  25,|Transfer from C R Negligible
2010 Shreenivas 400 Cash 10.00 11.50 [o]
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share () | Equity Share capital capital (%)
® (%0)*
June 18, 2010 |Rights issue 9,060 Cash 10.00 12.50 0.03 [e]
June 18, 2010 | ranster from K 300 Cash 10.00 1250 | Negligible [o]
ajendran
Transfer to (0.41)
June 18, 2010 | Deenadayalan (120,000) Cash 10.00 10.00 [e]
Rangasamy
December 10,|Transfer from S Negligible
2010 Rathana 100 Cash 10.00 12.50 [o]
Transfer from Negligible
. Ramesh T Lalwani
April 9, 2011 jointly held  with 500 Cash 10.00 35.00 [e]
Sajni R Lalwani
April 9, 2011 | Transfer from S 600 Cash 10.00 35.00 Negligible [o]
Sudarshan
March 28, | Preferential 157
2011 allotment 457,000 Cash 10.00 35.00 [o]
Transfer from P Negligible
May 6, 2011 Packiasamy 500 Cash 10.00 35.00 [e]
Preferential 0.38
July 18, 2011 allotment 110,000 Cash 10.00 35.00 [e]
August 18, |Transfer from B Negligible
2011 Vijayavaradhan 1,100 Cash 10.00 35.00 [o]
August 18, |Transfer from Negligible
2011 Revathy 600 Cash 10.00 35.00 [e]
Chandramohan
August  18,|Transfer from A 0.01
2011 Umapathy & U 2,500 Cash 10.00 35.0 [e]
Manimekalai
August  18,|Transfer from K 0.01
2011 Dhanalakshmi 2,500 Cash 10.00 35.00 [o]
August 18, | Transfer from 0.01
2011 Sulochana 2,500 Cash 10.00 35.00 [e]
Venkatesan
September Preferential 0.70
14, 2011 allotment 204,200 Cash 10.00 35.00 [o]
December 5,|Transfer from Selina Negligible
2011 Venkatesan 750 Cash 10.00 35.00 [o]
December 5, |Transfer from Subha Negligible
2011 Sankaran 1,180 Cash 10.00 35.00 [o]
December 5,|Transfer from R Negligible
2011 Sankaran 300 Cash 10.00 35.00 [o]
December 5,|Transfer from C A Negligible
2011 Narasimhan 1,200 Cash 10.00 35.00 [o]
December 5,|Transfer from N 35.00 Negligible
2011 Maragatham 1,100 Cash 10.00 [o]
June 1, 2012 Transfer _from K 1,000 Cash 10.00 35.00 Negligible [o]
Saraswathi
November 5,|Transfer from P 35.00 Negligible
2012 Manohar 300 Cash 10.00 [o]
November 5,|Transfer from R 35.00 Negligible
2012 Mathanagopal 1,000 Cash 10.00 [e]
November 5,|Transfer from S DV 35.00 0.01
2012 Thilakavathy 2,500 Cash 10.00 [e]
January 17,|Transfer from R 35.00 Negligible
2013 Geetha 500 Cash 10.00 [o]
March 5,|Transfer from M 35.00 Negligible
2013 Uma 300 Cash 10.00 [o]
March 5, | Transfer from 35.00 Negligible
2013 Ethirasammal 300 Cash 10.00 [e]
March 5,|Transfer from S R 35.00 0.01
2013 Shridevi 2,500 Cash 10.00 [o]
September 3 Transfer from 0.01
P " Veeralakshmi 1,600 Cash 10.00 75.00 [e]
2014
Vasantha
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share (%) | Equity Share | capital capital (%)
® (%0)*
September 3,|Transfer from C Negligible
2014 Prabhakar 300 Cash 10.00 75.00 [o]
September  |Transfer from S Negligible
30, 2014 Gokulakrishnan 100 Cash 10.00 75.00 [e]
September  |Transfer from S Negligible
30, 2014 Meera 100 Cash 10.00 75.00 [o]
February 28,|Transfer from M 0.47
2015 Anandan 136,790 Cash 10.00 84.50 [o]
February 28,|Transfer from D Negligible
2015 Goutham 1,200 Cash 10.00 100.00 [o]
March 18, |Transfer from T V 500 Cash 10.00 100.00 Negligible [o]
2015 Prema
March 18, |Transfer from C Negligible
2015 Premalatha 1,000 Cash 10.00 100.00 [o]
June 1, 2015 g.a”Sfer fomSDV 250 Cash 10.00 10000 | 'Negligible [o]
inakar
June 1, 2015 Ur‘j‘]gsrer from R 200 Cash 10.00 10000 | 'Vegligible [o]
June 1, 2015 |Transfer from R Rani 300 Cash 10.00 100.00 Negligible [e]
September Preferential 1.20
29, 2015 allotment 350,000 Cash 10.00 130.00 [o]
September Transfer from L R 0.26
29, 2015 Deepak Krishna 75,650 Cash 10.00 130.00 [o]
November 6,|Transfer from S D V 0.02
2015 Prakash 4,500 Cash 10.00 130.00 [o]
November Preferential 0.52
30, 2015 allotment 150,000 Cash 10.00 130.00 [o]
August 1,|Transfer from K 0.01
2016 Dayalan 3,400 Cash 10.00 150.00 [o]
August 4,|Transfer from K 0.01
2016 Dhinakaran 4,300 Cash 10.00 150.00 [o]
August 4,|Transfer from K Negligible
2016 Dayalan 1,400 Cash 10.00 150.00 [o]
August 4,|Transfer from S D V 0.01
2016 Jayakumar 4,300 Cash 10.00 150.00 [o]
August 31, Tran_sfer from D 1,200 Cash 10.00 150.00 Negligible [o]
2016 Saroja
September | Transfer from 0.19
23, 2016 Haribabu B 55,750 Cash 10.00 150.00 [o]
September | Transfer from 0.02
23 2016 Haribabu B 6,750 Cash 10.00 150.00 [o]
August 28, |Transfer from A K Negligible
2017 Alwar 300 Cash 10.00 300.00 [o]
August 28, |Transfer from A K 300.00 Negligible
2017 Prabhakar 300 Cash 10.00 [e]
September | Transfer from O R 300.00 Negligible
15, 2017 Venkatesan 500 Cash 10.00 [e]
September  |Transfer from K M 300.00 Negligible
15, 2017 Lekshmi 1,000 Cash 10.00 [e]
September | Transfer from Latha 300.00 Negligible
25 2017 G 200 Cash 10.00 [o]
September | Transfer from 300.00 Negligible
25,2017 Murugappan N 240 Cash 10.00 [e]
October 17 Transfer to Norwest (0.38)
'|Venture Partners X - (111,210) Cash 10.00 674.40 [e]
2017 -
Mauritius
October 17,|Transfer to SCI (0.38)
2017 Investments \/ (111,210) Cash 10.00 674.40 [o]
November Transfer from Negligible
15, 2017 Sanjeevi Babu 200 Cash 10.00 300.00 [e]
Transfer from Negligible
May 8, 2018 Chandrasekar N 300 Cash 10.00 600.00 [e]
May 8, 2018 Transfer from Uma 800 Cash 10.00 600.00 Negligible [e]

Chandrasekar
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share (%) | Equity Share | capital capital (%)
® (%0)*
Transfer from 600.00 Negligible
May 8, 2018 |Vathsala 500 Cash 10.00 [e]
Viswanathan
Transfer from 600.00 Negligible
May 8, 2018 Viswanathan L 1,200 Cash 10.00 [o]
Transfer from 750.00 0.17
May 8, 2018 Haribabu B 50,000 Cash 10.00 [o]
August 3, | Transfer to TPG Asia (0.49)
2018 VII SE Pte. Ltd. (142,449) Cash 10.00 1,320.72 [o]
September | Transfer from Negligible
21, 2018 Jayakumar D 300 Cash 10.00 1,000.00 [o]
September | Transfer from Negligible
29,2018 Dhanalakshmi S 100 Cash 10.00 1,000.00 [e]
September | Transfer from Negligible
29, 2018 Krishnamurthy K 200 Cash 10.00 1,000.00 [e]
Transfer from 1,000.00 Negligible
ggptzeorgger Navaneetha 250 Cash 10.00 [e]
' Krishnan H
March 25, | Transfer from 1,100.00 Negligible
2019 Rajagopalan G 200 Cash 10.00 [e]
April 8, 2019 Transf_er from P 2,800 Cash 10.00 1,100.00 0.01 [o]
Vasuki
Transfer from 1,100.00 0.01
April 9, 2019 |Suguna 2,000 Cash 10.00 [e]
Balachandran
April 15, | Transfer from 1,100.00 Negligible
2019 Sumathi S 100 Cash 10.00 [e]
May 22, 2019 Transfer from V 2,000 Cash 10.00 1,100.00 0.01 [o]
Balachandran
Transfer from 1,100.00 Negligible
May 22, 2019 Sudhakar J 300 Cash 10.00 [o]
May 31, 2019 Transfer from 100 Cash 10.00 1,100.00 Negligible [o]
Sumathi S
May 31, 2019 Trar_lsfer_ from U 100 Cash 10.00 1,100.00 Negligible [o]
Sanjeevi
June 14, 2019 ;’rfan_sfer from Usha 500 Cash 10.00 1,100.00 Negligible [o]
rinivasan
August 7,| Transfer from 1,100.00 0.02
2019 Sankaran SV 5,000 Cash 10.00 [e]
August 7,| Transfer from 1,100.00 0.02
2019 Lalitha Sankaran 5,000 Cash 10.00 [e]
Auqust 16 Transfer to Atma (0.41)
g "|Ram Builders (P) (120,000) Cash 10.00 1,250.00 [e]
2019 Ltd
November Transfer from 1,100.00 Negligible
Ashokan 120 Cash 10.00 [e]
29,2019
Parasuraman
December 27, | Transfer from 1,100.00 Negligible
2019 Padmanabhan R S 100 Cash 10.00 [e]
February 25, |Preferential 2.49
2020 allotment 725,000 Cash 10.00 2,364.40 [o]
March 16, | Transfer from Nalini 100 Cash 10.00 1,100.00 Negligible [o]
2020 T
March 21, | Preferential 2.75
2020 allotment 800,000 Cash 10.00 1,037.94 [o]
June 30, 2021 | Transfer from 1,050 Cash 1000 | 250000 | Negligible [o]
Haribabu B
August 9, | Preferential 1.03
2021 allotment 300,000 Cash 10.00 3,518.71 [o]
August 10, |Transfer to Sirius Il 0.77)
2021 Pte. Ltd. (225,000) Cash 10.00 5,076.00 [o]
Auqust 10 Transfer to TVS (0.26)
g '| Shriram Growth (75,000) Cash 10.00 5,076.00] [e]
2021 Fund 3
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share (%) | Equity Share | capital capital (%)
® (%0)*
September 2 Transfer f_rom Atma 0.26
'{Ram Builders (P) 76,924 Cash 10.00 3,550.00 [e]

2021

Ltd.
October 8, - . .
2021 Sub-division of equity shares of face value of 10 each to equity shares of face value of %1 each
Sub Total (A)| 37,887,450 | | 1301 | [o]
Hema Lakshmipathy
November Preferential 45 Cash 100.00 100.00 Negligible [e]
22,1989 allotment”*
September 7 |Preferential 25 Cash 100.00 100.00 Negligible [e]
,1990 allotment?
October 6, |Preferential 700 Cash 10.00 10.00 Negligible [e]
1992 allotment?
March 3, | Preferential 400 Cash 10.00 10.00 Negligible [e]
1993 allotment*
March 31, |Preferential 700 Cash 10.00 10.00 Negligible [e]
1993 allotment?
June 24, 1993 | Transfer from 100 Cash 10.00 10.00 Negligible [e]
Rajagopal S
June 24, 1993 | Transfer from 100 Cash 10.00 10.00 Negligible [e]
Ponnambalam M
June 24, 1993 | Transfer from Simon 100 Cash 10.00 10.00 Negligible [e]
June 24, 1993 | Transfer from 100 Cash 10.00 10.00 Negligible [e]
Vanaja S
June 24, 1993 | Transfer from 100 Cash 10.00 10.00 Negligible [e]
Arunachalam V
February 9, |Preferential 2,000 Cash 10.00 10.00 0.01 [e]
1994 allotment*
January 11, |Transfer from Seetha 1000 Cash 10.00 10.00 Negligible [e]
1995 R.
January  11,|Transfer from Latha 1,000 Cash 10.00 10.00 Negligible [o]
1995 R
January 11, |Transfer from 300 Cash 10.00 10.00 Negligible [e]
1995 Ramalingam N,
March 3, | Preferential 2,700 Cash 10.00 10.00 0.01 [®]
1995 allotment”
June 19, 1999 |Transfer from J 5,000 Cash 10.00 5.00 0.02 [®]
Krishnamurthy
June 19, 1999 | Transfer from K 5,000 Cash 10.00 5.00 0.02 [e]
Venkatesan
September  |Transfer from R 100 Cash 10.00 8.00 Negligible [o]
20, 2000 Kasthuri
September  |Transfer from T 500 Cash 10.00 8.00 Negligible [o]
20, 2000 Selvi
September  |Transfer from K 800 Cash 10.00 8.00 Negligible [e]
20, 2000 Jayapal
September | Transfer from G J 100 Cash 10.00 10.00 Negligible [e]
20, 2000 Radhakrishnan
September  |Transfer from R 100 Cash 10.00 8.50 Negligible [e]
20, 2000 Gomathi G J
Radhakrishnan
September  |Transfer from D 100 Cash 10.00 8.00 Negligible [e]
20, 2000 Banumathi
September  |Transfer from V 100 Cash 10.00 8.00 Negligible [e]
20, 2000 Eswaran
September  |Transfer from G 100 Cash 10.00 8.00 Negligible [e]
20, 2000 Narasimalu
September  |Transfer from B 300 Cash 10.00 8.50 Negligible [e]
20, 2000 Jayanthi
September  |Transfer from S 100 Cash 10.00 10.00 Negligible [e]
20, 2000 Rajendran  jointly
held with Thangam
Rajendran
September | Transfer from 200 Cash 10.00 10.00 Negligible [e]
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share (%) | Equity Share | capital capital (%)
® (%0)*
20, 2000 Annadurai P
Kuppuswamy
September | Transfer from R KV 22,000 Cash 10.00 5.00 0.08 [e]
20, 2000 Finance
March 21, | Transfer from R KV 14,000 Cash 10.00 5.00 0.05 [e]
2001 Finance
March 21, | Transfer from 2,500 Cash 10.00 8.00 0.01 [e]
2001 Veekay Investments
March 29,|Transfer from B. 10,000 Cash 10.00 5.00 0.03 [e]
2002 Santhalakshmi
June 21, 2002 | Preferential 214, 650 Cash 10.00 10.00 0.74 [e]
allotment”
December 30,|Transfer from B 100 Cash 10.00 7.50 Negligible [e]
2002 Dayalan
June 30, 2004 | Transfer from R 50,000 Cash 10.00 10.00 0.17 [e]
Rajendran
June 30, 2004 | Transfer from 20,000 Cash 10.00 10.00 0.07 [e]
Sukam Financial
Service Pvt. Ltd
December 13,|Transfer from N 5,000 Cash 10.00 7.50 0.02 [e]
2004 Gopalkrishnan
March  11,|Transfer to M. R (7,800) Cash 10.00 10.00 (0.03) [e]
2005 Bakthavachalu
June 6, 2005 |Transfer from 100 Cash 10.00 10.00 Negligible [e]
Jayaseelan,
June 6, 2005 |Transfer from D 100 Cash 10.00 10.00 Negligible [e]
Padmavathi,
June 6, 2005 | Transfer from Satish 100 Cash 10.00 10.00 Negligible [e]
June 6, 2005 | Transfer from Suresh 100 Cash 10.00 10.00 Negligible [e]
June 6, 2005 |Transfer from E 100 Cash 10.00 10.00 Negligible [o]
Rajesh
June 6, 2005 |Transfer from Satish 200 Cash 10.00 10.00 Negligible [e]
Kumar
June 6,2005 |Transfer to S V (2500) Cash 10.00 10.00 (0.01) [®]
Sankaran
June 6,2005 |Transfer to C. (1,600) Cash 10.00 10.00 (0.01) [®]
Suganthi
June 6, 2005 | Transfer to Devadoss (200) Cash 10.00 10.00 Negligible [e]
September 5,|Transfer from H.K 300 Cash 10.00 7.50 Negligible [e]
2005 Haridass
September 5,|Transfer to K. (100) Cash 10.00 10.00 Negligible [o]
2005 Karvanan
December 2,|Transfer from K. 600 Cash 10.00 10.00 Negligible [e]
2005 Kumudhavalli
March 1,|Transfer to M.K (2,500) Cash 10.00 10.00 (0.01) [e]
2006 Ganeshram
May 29, 2006 | Transfer to S.V (2,500) Cash 10.00 10.00 (0.02) [e]
Sankaran
January 20, |Transfer from L. 17,500 Cash 10.00 10.00 0.06 [e]
2007 Janarthanan
January 20, |Transfer from 500 Cash 10.00 9.50 Negligible [e]
2007 Umadevi
April 18, | Transfer from 1,700 Cash 10.00 9.00 0.01 [e]
2007 Subburathinam
February 25,|Transfer from K 700 Cash 10.00 10.00 Negligible [e]
2008 Induvasini
March 31, |Preferential 18,000 Cash 10.00 10.00 0.06 [e]
2008 Allotment
June 23, 2008 | Transfer from L 500 Cash 10.00 10.00 Negligible [e]
Subramanian
June 23, 2008 | Transfer from S. 1,000 Cash 10.00 10.00 Negligible [e]
Asokan
June 23, 2008 | Transfer from A. 100 Cash 10.00 10.00 Negligible [e]
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share (%) | Equity Share | capital capital (%)
® (%0)*
Ramalakshmi
September 1,|Transfer from D. 500 Cash 10.00 10.00 Negligible [o]
2008 Ravichandranan,
September 1,|Transfer from N. 100 Cash 10.00 10.00 Negligible [e]
2008 Ramu
September Preferential 138,000 Cash 10.00 10.00 0.47 [e]
30, 2008 Allotment
August  10,|Transfer from D. 1000 Cash 10.00 10.00 Negligible [e]
2009 Rajasekar
August  10,|Transfer from G. 1,000 Cash 10.00 10.00 Negligible [e]
2009 Banumathy
August  10,|Transfer from D 3,900 Cash 10.00 10.00 0.01 [e]
2009 Chandrasekar
August 10, | Transfer from 3,000 Cash 10.00 10.00 0.01 [e]
2009 N.Damodaran
August 10, |Transfer from 1,000 Cash 10.00 10.00 Negligible [e]
2009 R.Kasthuri
June 18, 2010 | Transfer from M. 100 Cash 10.00 12.50 Negligible [e]
Manoham
December 1, |Transfer from 100 Cash 10.00 12.50 Negligible [e]
2010 Vijayakumari D
July 18, 2011 |Preferential 50,000 Cash 10.00 35.00 0.17 [e]
Allotment
September Preferential 15,000 Cash 10.00 35.00 0.05 [e]
14, 2011 Allotment
September | Transfer from V 15,000 Cash 10.00 35.00 0.05 [e]
19, 2011 Swathypriya
October  10,|Transfer from V. 3,000 Cash 10.00 35.00 0.01 [e]
2011 Srinivasan
October 10,|Transfer from S. 2,000 Cash 10.00 35.00 0.01 [®]
2011 Brahadhambal
September  |Transfer from K 4,700 Cash 10.00 35.00 0.02 [e]
1,2012 Jayasingh
December 29, | Transfer from V.P. 840,000 Cash 10.00 37.00 2.89 [e]
2012 Nandakumar jointly
held with Sushama
Nandakumar
February 28,|Transfer from 140,660 Cash 10.00 84.50 0.48 [e]
2015 Deepthi Anand
February 28,|Transfer from R. 562,550 Cash 10.00 84.50 1.93 [e]
2015 Anu Anand
April 21,|Transfer from M.K 16,000 Cash 10.00 130.00 0.05 [®]
2015 Ganeshram
Mach 15, | Transfer from 42,000 Cash 10.00 375.00 0.14 [®]
2017 Lankupalli
Raviprasad
Raghavan
April 19,|Transfer from G. 2,000 Cash 10.00 200.00 0.01 [e]
2017 Gopal
June 29, 2017 | Transfer to M/s (140,000) Cash 10.00 319.63 (0.48) [e]
Matrix Partners India
Investment Holdings
Il,LLC
June 29, 2017 | Transfer to M/s (11,000) Cash 10.00 319.63 (0.04) [e]
Matrix Partners India
Investment 1,
Extension, LLC
February 15,|Transfer from 5,300 Cash 10.00 675.00 0.02 [e]
2018 Gunasekaran R,
Geetha Sekar,
Selvakumar N,
Muralikrishnan N
and Sivakumar G
May 28, 2015 | Transfer from B C 2,000 Cash 10.00 825.00 0.01 [e]
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Date of Nature of Number of Nature of Face Issue price/ | Percentage | Percentage
allotment/ transaction Equity Shares | consideration | value per Transfer of the pre- | of the post-
transfer allotted/ Equity price per Offer Offer
transferred Share (%) | Equity Share | capital capital (%)
® (%0)*
Deendayalan and D
Meera
August 20, | Transfer from 6,000 Cash 10.00 1,100.00 0.02 [e]
2019 Prathima Ganesh
Ram
October 8, s . .
2021 Sub-division of equity shares of face value of 210 each to equity shares of face value of %1 each
Sub Total (B)] 20,890,600 | [ 718 |  Je]
Shritha Lakshmipathy
March 29,|Transfer from T 10,000 Cash 10.00 5 0.03 [e]
2002 Lakshminarayanan
March 29,|Transfer from B 10,000 Cash 10.00 5 0.03 [e]
2002 Santhalakshmi
Sub Total (C) 200,000 0.06 [e]
SCI Investments V
August 18, |Preferential 1,890,569 Cash 10.00 674.40 6.49 [e]
2017 Allotment
October 17, |Transfer from 111,210 Cash 10.00 674.40 0.38 [e]
2017 Lakshmipathy
Deenadayalan
August 3, | Preferential 567,871 Cash 10.00 1,320.72 1.95 [e]
2018 Allotment
October 8, - . .
2021 Sub-division of equity shares of face value of 210 each to equity shares of face value of %1 each
Sub Total (D)| 25,696,500 | | 882 [ e
Matrix Partners India Investment Holdings |1, LLC
February 21,|Preferential 2,000,000 Cash 10.00 85.00 6.87 [e]
2014 Allotment
May 21, 2014 | Transfer from M K 20,000 Cash 10.00 76.00 0.07 [e]
Ganesh Ram
February  3,|Preferential 1,200,000 Cash 10.00 130.00 412 [e]
2015 Allotment
March 31,|Transfer from R. 565,240 Cash 10.00 235.00 1.94 [e]
2015 Deepthi Anand
jointly held with
Padma Anandan
March 31, | Transfer from 155,000 Cash 10.00 235.00 0.53 [®]
2015 Varalakshmi
Deenadayalan
June 29, 2017 | Transfer from Hema 140,000 Cash 10.00 319.63 0.48 [e]
Lakshmipathy
August 18, |Preferential 20,759 Cash 10.00 674.40 0.07 [®]
2017 Allotment
October 8, N . .
2021 Sub-division of equity shares of face value of 10 each to equity shares of face value of %1 each
Sub Total (E) 41,009,990 14.08 [e]
Total (A+B+C+D+E)| 125,684,540 43.17 [e]

* Qur pre-Offer paid up share capital has been considered on a fully diluted basis, considering the vested stock options as on the date of this Draft
Red Herring Prospectus.
# Certain corporate and secretarial records of our Company, including the shareholder minutes and Roc filings, are not traceable by our Company,
or with the RoC, in connection with the allotment of equity shares between the date of incorporation of our Company and July 31, 2009. For further
details, see ““Risk Factors — Some of our corporate records, including those relating to allotments of our Equity Shares in the past, are not traceable”
on page. [e]. Accordingly, certain details in relation to the allotments made during this period, including the list of allottees, cannot be ascertained.

As of the date of this Draft Red Herring Prospectus, one of our Individual Promoters, Lakshmipathy Deenadayalan has
pledged 6,311,540 Equity Shares in favour of 1IFL Wealth Finance Limited and 5,234,800 Equity Shares in favour of
Avendus Finance Private Limited. The said pledged Equity Shares are fully paid-up as on the date of this Draft Red
Herring Prospectus. For further details, see “Risk Factors”, and “Our Promoters and Promoter Group” on pages 21 and
221, respectively.

b) Details of Promoters’ Contribution and Lock-in

(i)

In accordance with Regulation 14 and Regulation 16 of the SEBI ICDR Regulations, an aggregate of 20% of

the fully diluted post-Offer Equity Share capital of our Company held by our Promoters (assuming exercise of
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vested options, if any, under the ASOP), shall be locked in for a period of eighteen months from the date of
Allotment or any other date as may be specified by SEBI and the shareholding of our Promoters in excess of
20% of the fully diluted post-Offer Equity Share capital shall be locked in for a period of six months from the
date of Allotment or any other date as may be specified by SEBI.

(if) The details of the Equity Shares held by our Promoters, which shall be locked-in for a period of eighteen months

from the date of Allotment are set forth below.

Name of the Promoter Number | Date of Nature of | Face Issue/ Percentage | Percentage
of allotment/ | transaction | value | Acquisition | of pre-Offer | of post-
Equity | transfer* ® price per paid-up Offer paid-
Shares Equity Equity up Equity
locked- Share }) Share Share
inM@ capital Capital
Lakshmipathy Deenadayalan [e] [e] [e] Q) [e] [] [e]
Hema Lakshmipathy [e] [e] [e] [e] [e] [e] [e]
Shritha Lakshmipathy [e] [e] [e] [e] [e] [e] [e]
SCI Investments V [e] [e] [e] [] [e] [e] [e]
Matrix Partners India [e] [e] [e] [e] [e] [e] []
Investment Holdings Il, LLC

*  Subject to finalisation of Basis of Allotment
(1) For a period of eighteen months from the date of Allotment in the Offer
(2) All Equity Shares were fully paid-up at the time of allotment/acquisition

(iii) The Promoters have given consent to include such number of Equity Shares held by them as may constitute

20% of the fully diluted post-Offer Equity Share capital of our Company as the Promoters’ Contribution. The
Promoters’ Contribution has been brought in to the extent of not less than the specified minimum lot and from
the persons defined as “promoter” under the SEBI ICDR Regulations.

(iv) Our Company undertakes that the Equity Shares that are being locked-in are not ineligible for computation of

v)

Promoters’ contribution in terms of Regulation 15 of the SEBI ICDR Regulations. For details of the build-up
of the share capital held by our Promoters, see “- History of the Equity Share Capital held by our Promoters”
on page 69.

In this connection, we confirm the following:

a. The Equity Shares offered for Promoters’ contribution do not include Equity Shares acquired in the three
immediately preceding years (a) for consideration other than cash and revaluation of assets or capitalisation
of intangible assets was involved in such transaction; or (b) resulting from bonus issue by utilisation of
revaluation reserves or unrealised profits of our Company or resulted from bonus issue against Equity
Shares which are otherwise ineligible for computation of Promoters’ contribution.

b. ThePromoters’ contribution does not include any Equity Shares acquired during the immediately preceding
year at a price lower than the price at which the Equity Shares are being offered to the public in the Offer.

c. Our Company has not been formed by the conversion of a partnership firm or a limited liability partnership
firm into a Company.

d. As on the date of DRHP, the Equity Shares held by the Promoters and offered for Promoters’ contribution
are not subject to any pledge.

e. All the Equity Shares held by the Promoters are held in dematerialised form.

c) Other lock-in requirements:

(i)

(i)

In addition to 20% of the fully diluted post-Offer shareholding of our Company held by our Promoters and
locked-in for eighteen months as specified above, in terms of Regulation 16(1)(b) and Regulation 17 of the
SEBI ICDR Regulations, the entire pre-Offer Equity Share capital of our Company will be locked-in for a period
of six months from the date of Allotment, except for (i) the Equity Shares sold pursuant to the Offer for Sale;
(ii) any Equity Shares allotted to the employees of our Company under the ASOP, as applicable; and (iii) any
Equity Shares held by a VCF or Category | AIF or Category Il AIF or FVCI, as applicable, provided that such
Equity Shares shall be locked in for a period of at least six months from the date of purchase by such
shareholders. Further, any unsold portion of the Equity Shares offered pursuant to the Offer for Sale will be
locked-in as required under the SEBI ICDR Regulations.

As required under Regulation 20 of the SEBI ICDR Regulations, our Company shall ensure that the details of
the Equity Shares locked in are recorded by the relevant Depository.
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d)

(iii) In terms of Regulation 22 of the SEBI ICDR Regulations, the Equity Shares held by the Promoters, which are
locked-in may be transferred to and amongst the members of the Promoter Group or to any new promoter or
persons in control of our Company, subject to continuation of the lock-in in the hands of the transferees for the
remaining period and compliance with the Takeover Regulations, as applicable.

(iv) The Equity Shares held by the Promoters which are locked-in for a period of six months from the date of
Allotment may be pledged only with scheduled commercial banks or public financial institutions or
Systemically Important NBFCs, as collateral security for loans granted by such banks or public financial
institutions or Systemically Important NBFCs or housing finance companies in terms of Regulation 21 of the
SEBI ICDR Regulations.

(v) However, the relevant lock in period shall continue post the invocation of the pledge referenced above, and the
relevant transferee shall not be eligible to transfer the Equity Shares till the relevant lock in period has expired
in terms of the SEBI ICDR Regulations.

(vi) In terms of Regulation 22 of the SEBI ICDR Regulations, the Equity Shares held by persons other than the
Promoters and locked-in for a period of six months from the date of Allotment in the Offer may be transferred
to any other person holding the Equity Shares which are locked-in, subject to continuation of the lock-in in the
hands of transferees for the remaining period and compliance with the Takeover Regulations.

(vii) Any unsubscribed portion of the Offered Shares would also be locked-in as required under the SEBI ICDR
Regulations.

Lock-in of the Equity Shares to be Allotted, if any, to the Anchor Investors

Any Equity Shares allotted to Anchor Investors under the Anchor Investor Portion shall be locked-in for a period of
30 days from the date of Allotment.
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6.

Shareholding Pattern of our Company

The table below presents the shareholding pattern of our Company as on the date of filing of this Draft Red Herring Prospectus:

Promoters 128,571,79 128,571,79 44.31% | 128,571,79 | 128,571,79 44.31% 11,546,34 128,571,790
A and 0 0 0 0 % 0

Promoter

Group

. 1,677 | 161,563,333 NA NA | 161,563,33 55.69% | 161,563,33 | 161,563,33 55.69 NA 55.69% 0.00% 0.00% 160,321,230

(B) Public 0 0 0 0 % ) :

Non

Promoters
© - Non

Public

Shares NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA
(C1) underlying

DRs

Shares NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA

held by
€ Employee

Trusts

Total 1,687 290,135,1(2] NA NA 290,135,13 100.00 290,135,1% 290.135.1% 100.00 NA 100.00 11,546.33 3.98 288,893,020
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7. Details of equity shareholding of the major shareholders of our Company:

a) Set forth below is a list of shareholders holding 1% or more of the issued and paid-up Equity Share capital of our
Company, as on the date of this Draft Red Herring Prospectus:

S. No. Name of the Shareholder Number of Percentage of the pre-
Equity Shares Offer Equity Share
capital on a fully diluted
basis (%6)*
1. TPG Asia VII SF Pte. Limited 61,106,730 20.99
2. Matrix Partners India Investment Holdings I, LLC 41,009,990 14.09
3. Lakshmipathy Deenadayalan 37,887,450 13.01
4, Norwest Venture Partners X - Mauritius 29,748,060 10.22
5. SCI Investments V 25,696,500 8.83
6. Hema Lakshmipathy 20,890,600 7.18
7. Sirius 11 Pte. Limited. 17,593,990 6.04
8. SCI Growth Investments 11 11,026,160 3.79
9. Sequoia Capital Global Growth Fund Il - Endurance Partners, L.P. 10,157,290 3.49
10. SCHF PV Mauritius, Ltd. 5,457,940 1.87
11. Atma Ram Builders (P) Limited 4,685,860 1.61
12. TVS Shriram Growth Fund 3 3,591,970 1.23
Total 268,852,540 92.35
* The shareholding has been considered on a fully diluted basis, considering the vested stock options as on the date of this Draft Red Herring
Prospectus

b) Set forth below is a list of shareholders holding 1% or more of the issued and paid-up Equity Share capital of our
Company, as of 10 days prior to the date of this Draft Red Herring Prospectus:

S. No. Name of the Shareholder Number of Percentage of the pre-
Equity Shares Offer Equity Share
capital on a fully diluted
basis (%)*

1. TPG Asia VII SF Pte. Limited 61,106,730 20.99
2. Matrix Partners India Investment Holdings II, LLC 41,009,990 14.09
3. Lakshmipathy Deenadayalan 37,887,450 13.01
4. Norwest Venture Partners X - Mauritius 29,748,060 10.22
5. SCI Investments V 25,696,500 8.83
6. Hema Lakshmipathy 20,890,600 7.18
7. Sirius Il Pte. Limited. 17,593,990 6.04
8. SCI Growth Investments |11 11,026,160 3.79
9. Sequoia Capital Global Growth Fund 111 - Endurance Partners, L.P. 10,157,290 3.49
10. SCHF PV Mauritius, Ltd. 5,457,940 1.87
11. Atma Ram Builders (P) Limited 4,685,860 1.61
12. TVS Shriram Growth Fund 3 3,591,970 1.23

Total 268,852,540 92.35

* The shareholding has been considered on a fully diluted basis, considering the vested stock options as on 10 days prior to the date of this Draft
Red Herring Prospectus

c) Set forth below is a list of shareholders holding 1% or more of the issued and paid-up Equity Share capital of our
Company, as of one year prior to the date of this Draft Red Herring Prospectus:

S. No. Name of the shareholder Number of equity | Percentage of the share
shares capital on a fully diluted
basis*

1. TPG Asia VII SF Pte. Ltd. 61,10,673 22.45
2. Matrix Partners India Investment Holdings Il LLC 41,00,999 15.07
3. Lakshmipathy Deenadayalan 37,10,771 13.63
4, NHPEA Chocolate Holding B.V 35,98,051 13.22
5. Norwest Venture Partners X-Mauritius 25,69,650 9.44
6. SCI Investments V 25,69,650 9.44
7. Hema Lakshmipathy 20,89,060 7.67
8. Atma Ram Builders (P) Ltd. 5,45,510 2.00
9. Rangarajan.K 2,75,793 1.01
Total 27,183,891 99.87
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* The shareholding has been considered on a fully diluted basis, considering the vested stock options as on one year prior to the date of this Draft
Red Herring Prospectus

d) Set forth below is a list of shareholders holding 1% or more of the issued and paid-up Equity Share Capital of our
Company, as of two years prior to the date of this Draft Red Herring Prospectus:
S. No. Name of the shareholder Number of equity | Percentage of the share

shares capital on a fully
diluted basis*
1. TPG Asia VII SF Pte. Ltd. 59,82,006 23.50
2. Matrix Partners India Investment Holdings Il LLC 41,00,999 16.11
3. NHPEA Chocolate Holding B.V 35,98,051 14.13
4. Norwest Venture Partners X-Mauritius 25,69,650 10.09
5. SCI Investments V 25,69,650 10.09
6. Lakshmipathy Deenadayalan 21,85,451 8.58
7. Hema Lakshmipathy 20,89,060 8.21
8. Atma Ram Builders (P) Ltd. 5,45,510 2.14
Total 25,235,294 99.12

* The shareholding has been considered on a fully diluted basis, considering the vested stock options as on two years prior to the date of this
Draft Red Herring Prospectus

Details of Equity Shares held by our Directors, Key Managerial Personnel, Promoters, Promoter Group and
directors of our Corporate Promoters

(i) Except as disclosed below our Directors and Key Managerial Personnel do not hold Equity Shares and employee

stock options in our Company:

S. No. Name No. of Equity Shares Percentage of the pre- Number of Percentage
Offer Equity Share employee stock of the post-
Capital (%0)* options outstanding | Offer of
Equity
Share
Capital (%)
Directors
1. Lakshmipathy 37,887,450 13.01 NA [e]
Deenadayalan
KMPs
1. Rangarajan 2,607,930 0.90 3,000,000 [®]
Krishnan
2. Srikanth 863,460 0.30 7,50,000 [e]
Gopalakrishnan
3. Roopa Sampath Nil Nil 150,000 [e]
Kumar
4. Shalini Baskaran 2,000 Negligible 10,000 [o]
Total 41,360,840 14.21 3,910,000 [o]

*The shareholding has been considered on a fully diluted basis, considering the vested stock options as on the date of this Draft Red Herring

Prospectus

(ii) Set out below are the details of the Equity Shares held by our Promoters and the members of the Promoter Group,
in our Company:

S. No. Name No. of Equity Percentage of | Percentage of the post-
Shares the pre-Offer Offer Equity Share

Equity Share Capital (%)
Capital (%)

1. Lakshmipathy Deenadayalan 37,887,450 13.01 [e]

2. Hema Lakshmipathy 20,890,600 7.18 [e]

3. Shritha Lakshmipathy 200,000 0.07 [e]

4. Matrix Partners India Investment Holdings II, 41,009,990 14.09 [o]

LLC

5. SCI Investments V 25,696,500 8.83 [o]

Total (A) 125,684,540 43.17 [e]

Promoter Group

1. Deenadayalan Rangasamy 1,632,000 0.56 [e]

2. Varalakshmi Deenadayalan 461,700 0.16 [o]

3. Ranganathan Vasireddy Kuppuswamy 10,000 Negligible [e]
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10.
11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

S. No. Name No. of Equity Percentage of | Percentage of the post-
Shares the pre-Offer Offer Equity Share
Equity Share Capital (%)
Capital (%)
4. Suguna Ranganathan 508,500 0.17 [e]
5. Sujatha Janarthanan 275,050 0.09 [e]
Total (B) 2,887,250 0.98 [o]
Total (A + B) 128,571,790 44,16 [e]

The directors of our Corporate Promoters do not hold any Equity Shares.

Except for the issue of any Equity Shares pursuant to exercise of options granted under ASOP, if any, our Company
presently does not intend or propose to alter its capital structure for a period of six months from the Bid/Offer Opening
Date, by way of split or consolidation of the denomination of Equity Shares or further issue of Equity Shares (including
issue of securities convertible into or exchangeable, directly or indirectly for Equity Shares) whether on a preferential
basis or by way of issue of bonus shares or on a rights basis or by way of further public issue of Equity Shares or
otherwise.

As on the date of filing of this Draft Red Herring Prospectus, the total number of shareholders of our Company is 1,687.

Except as disclosed in “- Equity share capital history of our Company” and 1,400 equity shares transferred from Haribabu
B. on June 30, 2021 for X 2,500 per equity share to Varalakshmi Deenadayalan, none of our Promoter, members of our
Promoter Group, directors of our Corporate Promoters, or the Directors of our Company or any of their relatives have
purchased or sold any securities of our Company during the period of six months immediately preceding the date of this
Draft Red Herring Prospectus

There have been no financing arrangements whereby members of our Promoter Group, any of the directors of our
Corporate Promoters, our Directors and their relatives have financed the purchase by any other person of securities of
our Company (other than in the normal course of the business of the relevant financing entity) during a period of six
months immediately preceding the date of filing of this Draft Red Herring Prospectus.

Neither our Company, nor any of our Directors have entered into any buy-back arrangements for purchase of Equity
Shares from any person. Further, the BRLMs have not made any buy-back arrangements for purchase of Equity Shares
from any person.

As on the date of this Draft Red Herring Prospectus, the BRLMSs and their respective associates (as defined under the
Securities and Exchange Board of India (Merchant Bankers) Regulations, 1992) do not hold any Equity Shares.

All Equity Shares issued or transferred pursuant to the Offer will be fully paid-up at the time of Allotment and there are
no partly paid-up Equity Shares as on the date of this Draft Red Herring Prospectus.

Except for the options granted pursuant to the ASOP, there are no outstanding warrants, options or rights to convert
debentures, loans or other instruments into, or which would entitle any person any option to receive Equity Shares as on
the date of this Draft Red Herring Prospectus.

Any oversubscription to the extent of 1% of the Offer size can be retained for the purposes of rounding off to the nearest
multiple of minimum allotment lot while finalizing the Basis of Allotment.

Our Promoter and members of our Promoter Group shall not participate in the Offer, except by way of participation as
Selling Shareholders, as applicable, in the Offer for Sale.

Except for issuance of Equity Shares on exercise of options vested pursuant to the ASOP, if any, there will be no further
issue of Equity Shares whether by way of issue of bonus shares, preferential allotment, rights issue or in any other manner
during the period commencing from filing of this Draft Red Herring Prospectus with the SEBI until the Equity Shares
have been listed on the Stock Exchanges, or all application monies have been refunded, as the case may be.

Our Company shall ensure that there shall be only one denomination of the Equity Shares, unless otherwise permitted
by law.

No person connected with the Offer, including, but not limited to, the members of the Syndicate, our Company, the
Directors, members of our Promoter Group and the Promoter, shall offer or make payment of any incentive, direct or
indirect, in the nature of discount, commission and allowance, except for fees or commission for services rendered in
relation to the Offer, in any manner, whether in cash or kind or services or otherwise, to any Bidder for making a Bid.
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22.

23.

Our Company shall ensure that transactions in the Equity Shares by our Promoter and the Promoter Group between the
date of filing of this Draft Red Herring Prospectus and the date of closure of the Offer shall be intimated to the Stock
Exchanges within 24 hours of such transaction

Associate Stock Options Plans of our Company
I ASOP 2015

Our Company, pursuant to the resolutions passed by our Board on September 18, 2015 and our Shareholders on April
12, 2016, adopted the ‘Associate Stock Option Plan - 2015’ (“ASOP 2015”). The objective of ASOP 2015 is to reward
the associates for their performance, commitment and support for the growth of the Company and to provide an incentive
to continue contributing to the success of the Company. In terms of ASOP 2015, our Company could grant an aggregate
number of up to 563,000 options.

The Shareholders, pursuant to a resolution passed on October 8, 2021, have amended ASOP 2015, in order to align the
plan with the Companies Act, 2013 read with rules made thereunder and the SEBI SBEB & SE Regulations, as well as
a few other changes, intended to ensure better efficacy and administration. Accordingly, ASOP 2015 is in compliance
with the SEBI SBEB & SE Regulations. The details of ASOP 2015, as certified by R P S V & Co., Chartered

Accountants, through a certificate dated November 9, 2021 are as follows:

From Six
October 1, months . .
. . . . Financial ; ;
Particulars 2021 till ended Financial Year 2020 Financial Year 2019

the date of | September | Year 2021

the DRHP 30, 2021
Options granted Nil Nil Nil Nil 12,500
Exercise Price Nil Nil Nil Nil 2130
Options vested 1,600 3,500 66,300 1,29,800 1,27,300
Options exercised Nil 51,000 61,050 1,78,450 43,900
The total numbe_r of Equn_y Shares arising as Nil 51,000 1,78,450 43.900
a result of exercise of options 61,050
Options forfeited/lapsed Nil Nil Nil 1,000 Nil
Variation of terms of options Nil Nil Nil Nil Nil
rI\T/]IicIJIr;E%)real|zed by exercise of options (in Nil 26.63 2170 2218 %268
Total number of options in force 39,100 39,100 90,100 1,51,150 3,30,600
Employee-wise detail of options granted to:
i. Key managerial personnel Nil Nil Nil Nil

Nil

ii. Any other employee who received a grant
in any one year of options amounting to 5% Nil Nil Nil
or more of the options granted during the Nil
year Nil
iii. Identified employees who were granted
options during any one year equal to or
exceeding 1% of the issued capital Nil Nil Nil
(excluding outstanding warrants and Nil
conversions) of our Company at the time of Nil
grant

89




Particulars

From
October 1,
2021 till
the date of
the DRHP

Six
months
ended
September
30, 2021

Financial
Year 2021

Financial
Year 2020

Financial Year 2019

Fully diluted Earnings per Equity Share —
(face value of X 1 per Equity Share) pursuant
to issue of Equity Shares on exercise of
options calculated in accordance with the
applicable accounting standard for ‘Earnings
per Share’

3 7.85**

37.85

313.61

%10.07

%6.73

Lock-in

Nil

Nil

Nil

Nil

Nil

Difference, if any, between employee
compensation cost calculated using the
intrinsic value of stock options and the
employee compensation cost calculated on
the basis of fair value of stock options and
its impact on profits and on the Earnings per
Equity Share — (face value % 1 per Equity
Share)

Not Applicable, the Company has used fair value of options

Black Scholes

Description of the pricing formula method
and significant assumptions used during the
year to estimate the fair values of options,
including weighted-average information,
namely,

risk-free interest rate, expected life,
expected volatility, expected dividends and
the price of the underlying share in market at
the time of grant of the option

Refer footnote to the table*

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

Nil

Nil

Nil

Nil

Nil
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From Six
October 1, months Financial
Particulars 2021 till ended Financial Year 2020 Financial Year 2019
the date of | September | Year 2021
the DRHP 30, 2021
Intention of the KMPs and whole time
directors who are holders of Equity Shares
allotted on exercise of options granted to sell | Refer note Nil Nil Nil Nil
their equity shares within three months after below#
the date of listing of Equity Shares pursuant
to the Offer
Intention to sell Equity Shares arising out of
an employee stock option scheme within
three months after the listing of Equity
Shares, by Directors, senior management
personnel and employees having Equity Nil Nil Nil Nil Nil
Shares arising out of an employee stock
option scheme, amounting to more than 1%
of the issued capital (excluding outstanding
warrants and conversions)
*Table is as follows:
Particulars Date of Grant Date of Grant
02-04-2018 01-06-2018
No of Options Granted 7,000 5,500
Risk Free Interest Rate 6.70%-6.75% 6.70%-6.75%
Expected Life (in years) 3.54-7.54 3.54-7.54
Expected Annual Volatility of Shares 29.28%-30.73% 29.35%-30.89%
Expected Dividend Yield 0% 0%
Price of Underlying share at the time of the Option Grant 2674.40 2674.40
Fair Value of the Option (Rs.)
1st Stage 2571.87 3595.47
2nd Stage 2578.76 2602.15
3rd Stage 2585.08 2608.64
4th Stage 2590.95 2614.54
5th Stage 2596.45 2620.03
The weighted average share price on the date of grant %674.40 %674.40

** computed based on profit for the six months ended 30 September 2021 after incorporating the options granted till the date of DRHP.

# Rangarajan Krishnan and Srikanth Gopalakrishnan may sell up to 2,50,000 and 1,00,000 Equity Shares, respectively, allotted to them under the
ASOPs schemes within three months of the date of listing of the Equity Shares pursuant to the Offer.
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Il. ASOP 2018

Our Company, pursuant to the resolutions passed by our Board on February 28, 2018 and our Shareholders on March
26, 2018, adopted the ‘Associate Stock Option Plan - 2018 (“ASOP 2018”). The objective of ASOP 2018 is to reward
the associates for their performance, commitment and support for the growth of the Company and to provide an incentive
to continue contributing to the success of the Company. In terms of ASOP 2018, our Company could grant an aggregate

number of up to 500,000 options.

The Shareholders, pursuant to a resolution passed on October 8, 2021, have amended ASOP 2018, in order to align the
plan with the Companies Act, 2013 read with rules made thereunder and the SEBI SBEB & SE Regulations issued, as
well as a few other changes, intended to ensure better efficacy and administration. Accordingly, ASOP 2018 is in
compliance with the SEBI SBEB & SE Regulations. The details of ASOP 2018, as certified by RP S V & Co., Chartered

Accountants, through a certificate dated November 9, 2021 are as follows:

Company at the time of
grant

From From April
. October 1, 01, 2021 to . . Financial . .
Particulars 2021 till the September \I(:ér;?r;%gll Year 2020 Financial Year 2019
date of the 30, 2021
DRHP
. 6,100 .
Options granted 69,000 3,72,000 9,000 Nil
. . %2364.4 3674.4,% :
Exercise Price 1,320.72 26744 26744 Nil
: 99,500 . .
Options vested 200 1,800 Nil Nil
. . Nil . . .
Options exercised Nil 1,800 Nil Nil
The total number of Equity Nil
Shares arising as a result of Nil Nil Nil
: ) 1,800
exercise of options
Options forfeited/lapsed Nil Nil i Nil Nil
Variation of terms of options Nil Nil i Nil Nil
Money realized by exercise Nil . . .
of options (in million) Nil 121 Nil Nil
Total number of options in 4,54,300
force 4,48,200 3,79,200 9,000 Nil
Employee-wise detail of
options granted to:
Mr.
Rangarajan
Krishnan- Mr.
30,000 Rangarajan
options Krishnan-
- . Nil Ms. Roopa 2,70,000 . .
i. Key managerial personnel Sampath options Nil Nil
Kumar- Mr. Srikanth
15,000 Gopalakrishna
Options n- 75,000
Ms. Shalini B- options
1,000 Options
ii. Any other employee who
received a grant in any one
year of options amounting to Nil Nil Nil Nil Nil
5% or more of the options
granted during the year
iii. Identified employees
who were granted options
during any one year equal to Mr
or exceeding 1% of the Ran ar.a'an
issued capital (excluding Nil \garay Nil Nil
. . Krishnan-
outstanding warrants and Nil
. 2,70,000
conversions) of our .
options

92




Particulars

From
October 1,
2021 till the
date of the
DRHP

From April

01, 2021 to

September
30, 2021

Financial
Year 2021

Financial
Year 2020

Financial Year 2019

Fully diluted Earnings per
Equity Share — (face value of
X 1 per Equity Share)
pursuant to issue of Equity
Shares on exercise of
options  calculated in
accordance with the
applicable accounting
standard for ‘Earnings per
Share’

3 7.85%*

37.85

313.61

%10.07

%6.73

Lock-in

Nil

Nil

Nil

Nil

Nil

Difference, if any, between
employee compensation
cost calculated using the
intrinsic value of stock
options and the employee
compensation cost
calculated on the basis of
fair value of stock options
and its impact on profits and
on the Earnings per Equity
Share — (face value ¥ 1 per
Equity Share)

Not Applicable, the Company has used fair value of options

Black Scholes

Description of the pricing
formula method and
significant assumptions used
during the year to estimate
the fair values of options,
including weighted-average
information, namely,
risk-free  interest  rate,
expected life, expected
volatility, expected
dividends and the price of
the underlying share in
market at the time of grant of
the option

Refer footnote to this table*

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

Nil

Nil

Nil

Nil

Nil
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From From April
Particulars Octoper 1, OE 202130 Financial ginanci Financial Year 2019
2021 till the September Year 2021 Year 2020
date of the 30, 2021
DRHP
Intention of the KMPs and
whole time directors who
are holders of Equity Shares
allotted on exercise of Refer note
options granted to sell their b Nil . Nil
. L elow# Nil
equity shares within three
months after the date of
listing of Equity Shares
pursuant to the Offer
Intention to sell Equity
Shares arising out of an
employee  stock option
scheme within three months
after the listing of Equity
Shares, by Directors, senior
management personnel a_nd Nil Nil _ Nil
employees having Equity Nil
Shares arising out of an
employee stock option
scheme, amounting to more
than 1% of the issued capital
(excluding outstanding
warrants and conversions)
*Please refer to the below table
Dat
Particulars Date of | Dateof | Dateof | Dateof | Dateof | Dateof | Dateof | Dateof | Dateof | Dateof | eof
Grant Grant Grant Grant Grant Grant Grant Grant Grant Grant Gra
nt
01-
10-
08-10- 14-09- 01-10- 01-11- 01-11- 01-04- 22-04- 10-05- 17-05- 05-08- 202
2019 2020 2020 2020 2020 2021 2021 2021 2021 2021 1
2,95,00 6,10
No of Options Granted 9,000 1,000 1,000 0 75,000 1,000 30,000 8,000 15,000 15,000 0
5.3
9%-
Risk Free Interest Rate 5.4
5.3%- 5.3%- 5.3%- 5.3%- 5.3%- 5.3%- 5.3%- 5.3%- 5.3%- %
6.25% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4%
Expected Life (in years) 3.54
3.54- 3.54- 3.54- 3.54- 3.54- 3.54- 3.54- 3.54- 3.54- 3.54- -
7.54 7.54 7.54 7.54 5.29 5.54 6.04 7.54 7.54 7.54 7.54
38.2
Expected Annual Volatility | 31.06% | 34.42% | 34.51% | 34.62% | 36.16% | 40.93% | 38.93% 37.78% | 38.26% | 6%-
of Shares - - - - - - - 37.67% | - - 45.4
33.56% | 37.82% | 38.04% | 38.28% | 38.28% | 45.26% | 43.81% | -44.4% 44.53% | 45.45% | 5%
Expected Dividend Yield 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Price of Underlying share at
the time of the Option Grant | 32,128. | 1,466. | 1.466. | %2,187. | %2,187. | %3,518. | ¥3.518. | %3,518. | %3,518. | %3,518.
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Dat
Particulars Date of | Dateof | Dateof | Dateof | Dateof | Dateof | Dateof | Dateof | Dateof | Dateof | eof
Grant Grant Grant Grant Grant Grant Grant Grant Grant Grant Gra
nt
91 24 24 24 24 00 00 00 00 00
238
08.1
2
Fair Value of the Option
(Rs.)
1st Stage 221
9 %1,591. %1,636. %1,636. 32,484. %2,963. 32,480. 32,480. 32,485. 25.5
82 %932.13 | %932.69 72 72 50 79 05 74 52 6
2nd Stage 322
g %1,625. %1,670. %1,670. 32,542. 32,994. 32,538. %2,539. 32,542, 17.6
48 %967.84 | %968.33 03 03 84 60 64 19 72 5
3rd Stage 23
9 %1,658. %1,700. %1,671. %2,609. %3,025. %2,604. %2,605. %2,608. 23.8
08 3998.02 | %998.47 97 77 60 52 96 44 80 6
4th Stage 324
4 %1,688. %1,028. %1,028. %1,730. %1,676. %3,039. 22,656. 22,657. 22,659. 10.0
26 42 88 34 09 39 69 04 43 6
224
5th Stage Z1,716. %1,053. %1,053. %1,755. %1,686. %2,708. %2,708. 22,712. 99.0
24 16 50 59 07 26 90 22 9
6th Stage %1,693.
47
The weighted average share | X2.128. | o) jo¢ | 21466 | 22,187, | 22187, | 3518, | 23,518, | B3518. | 23518, | @518, | o8
price on the date of grant 91 24 24 24 24 00 00 00 00 00 08.1
2

** computed based on profit for the six months ended 30 September 2021 after incorporating the options granted till the date of DRHP.

# Rangarajan Krishnan and Srikanth Gopalakrishnan may sell up to 2,50,000 and 1,00,000 Equity Shares, respectively, allotted to them under the ASOPs
schemes within three months of the date of listing of the Equity Shares pursuant to the Offer.
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OBJECTS OF THE OFFER

The objects of the Offer are to (i) to carry out the Offer for Sale; and (ii) achieve the benefits of listing the Equity Shares on the
Stock Exchanges. Our Company will not receive any proceeds from the Offer and all such proceeds (net of any Offer related
expenses to be borne by the Selling Shareholders) will go to the Selling Shareholders.

Utilisation of the Offer Proceeds by the Selling Shareholders

The Selling Shareholders will be entitled to their respective portion of the proceeds of the Offer for Sale after deducting their
proportion of Offer related expenses and relevant taxes thereon. Our Company will not receive any proceeds from the Offer for
Sale and the proceeds received from the Offer for Sale will not form part of the Net Proceeds. For further details of the Offer
for Sale, see “The Offer” beginning on page 48.

Offer Expenses
The total expenses of the Offer are estimated to be approximately X[ ®] million.

Other than listing fees, which shall be solely borne by the Company, all costs, charges, fees and expenses associated with and
incurred with respect to the Offer, including audit fees to the extent attributable to the Offer, offer advertising, printing, road
show expenses, accommodation and travel expenses, stamp, transfer, issuance, documentary, registration, costs for execution
and enforcement of the Offer Agreement, Registrar’s fees, fees to be paid to the BRLMs, fees and expenses of legal counsels
to the Company and the BRLMs, fees and expenses of the auditors, fees to be paid to SCSBs, Sponsor Bank (processing fees
and selling commission), brokerage for Syndicate Member, commission to Registered Brokers, Collecting DPs and Collecting
RTAs, and payments to consultants, and advisors in relation to the IPO, shall be borne by the Selling Shareholders in proportion
to the Equity Shares sold by each of them in the Offer. However expenses relating to the Offer may be paid by the Company
on behalf of the Selling Shareholders in the first instance and the Selling Shareholders agree that, upon commencement of
listing and trading of the Equity Shares on the Stock Exchanges pursuant to the Offer, each Selling Shareholder shall, severally
and not jointly, reimburse the Company for any expenses in relation to the Offer, paid by the Company on behalf of such Selling
Shareholder, in proportion of their respective portion of the Offered Shares.

The estimated Offer related expenses are as under:

Activity Estimated expenses® As a % of the total As a % of the total
(in  million) estimated Offer Offer size®
expenses®
Book Running Lead Managers’ fees [e] [] [e]
Commission/processing fee for SCSBs, Sponsor Bank and [®] [e] [e]

Bankers to the Offer. Brokerage, underwriting commission
and selling commission and bidding charges for Members

of the Syndicate, Registered Brokers, RTAs and CDPs
@E®WE)

Fees payable to the Registrar to the Offer [e] [e] [e]
Fees payable to the other advisors to the Offer [e] [e] [e]
Others

- Listing fees, SEBI filing fees, upload fees, BSE & [o] [e] [o]

NSE processing fees, book building software fees
and other regulatory expenses

- Printing and stationery [e] [] [e]
- Advertising and marketing expenses [e] [e] [e]
- Fee payable to legal counsels [o] [e] [e]
- Miscellaneous [e] [e] [o]
Total estimated Offer expenses [e] [e] [e]

@ Amounts will be finalised and incorporated in the Prospectus on determination of Offer Price
@ Selling commission payable to the SCSBs on the portion for Retail Individual Bidders and Non-Institutional Bidders, which are directly procured by the
SCSBs, would be as follows:
[ Portion for Retail Individual Bidders” [ [#]% of the Amount Allotted* (plus applicable taxes) |
| Portion for Non-Institutional Bidders” | [#]% of the Amount Allotted* (plus applicable taxes) |
" Amount Allotted is the product of the number of Equity Shares Allotted and the Offer Price
®  No processing fees shall be payable by our Company and the Selling Shareholders to the SCSBs on the applications directly procured by them.
Processing fees payable to the SCSBs on the portion for Retail Individual Bidders and Non-Institutional Bidders which are procured by the members of
the Syndicate/sub-Syndicate/Registered Broker/RTAs/ CDPs and submitted to SCSB for blocking, would be as follows:
[ Portion for Retail Individual Bidders” [ 2[] per valid Bid cum Application Form (plus applicable taxes) |
| Portion for Non-Institutional Bidders” | [ o] per valid Bid cum Application Form (plus applicable taxes) |
Amount Allotted is the product of the number of Equity Shares Allotted and the Offer Price
@ The Processing fees for applications made by Retail Individual Bidders using the UPI Mechanism would be as follows:
Sponsor Bank [ e] per valid Bid cum Application Form” (plus applicable taxes)
The Sponsor Bank shall be responsible for making payments to the third parties such as remitter
bank, NCPI and such other parties as required in connection with the performance of its duties
under the SEBI circulars, the Syndicate Agreement and other applicable laws.

*  For each valid application
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®  Selling commission on the portion for Retail Individual Bidders and Non-Institutional Bidders which are procured by members of the Syndicate (including
their sub-Syndicate Members), Registered Brokers, RTAs and CDPs would be as follows:
| Portion for Retail Individual Bidders™ | [@]% of the Amount Allotted” (plus applicable taxes) |
| Portion for Non-Institutional Bidders” | [@]% of the Amount Allotted” (plus applicable taxes) |
" Amount Allotted is the product of the number of Equity Shares Allotted and the Offer Price

The processing fees for applications made by Retail Individual Bidders using the UPI Mechanism may be released to the
remitter banks (SCSBs) only after such banks provide a written confirmation on compliance with SEBI Circular No:
SEBI/HO/CFD/DIL2/P/CIR/2021/570 dated June 02, 2021 read with SEBI Circular No:
SEBI/HO/CFD/DIL2/CIR/P/2021/2480/1/M dated March 16, 2021.

Monitoring of utilisation of funds

As the Offer is an offer for sale of Equity Shares, our Company will not receive any proceeds from the Offer. Accordingly, no
monitoring agency will be appointed for the Offer.

Other confirmations

Except to the extent of the proceeds received pursuant to the Offer for Sale by our Selling Shareholders, none of our Promoter,
Directors, KMPs, members of our Promoter Group or Group Companies will receive any portion of the Net Proceeds and there
are no existing or anticipated transactions in relation to utilization of the Net Proceeds with our Promoters, Directors, Key
Managerial Personnel, members of our Promoter Group or Group Companies.
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BASIS FOR OFFER PRICE

The Price Band and the Offer Price will be determined by our Company and the Investor Selling Shareholders, in consultation
with the BRLMS, on the basis of assessment of market demand for the Equity Shares offered through the Book Building Process
and on the basis of quantitative and qualitative factors as described below. The face value of the Equity Shares is X1 each and
the Offer Price is [®] times the Floor Price and [®] times the Cap Price, and Floor Price is [@] times the face value and the Cap
Price is [®] times the face value. Investors should also see “Risk Factors”, “Summary of Financial Information”, “Our
Business”, “Financial Statements”, and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” on pages 21, 49, 156, 243 and 309, respectively, to have an informed view before making an investment decision.

Qualitative Factors
Some of the qualitative factors and our strengths which form the basis for computing the Offer Price are as follows:

e Fastest AUM growth among our compared peers with more than 330,000 million in AUM, with strong return and growth
metrics and a significant potential addressable market;

e Among the select institutions to develop an underwriting model that evaluates the cash-flows of small business owners and
self-employed individuals in the absence of traditional documentary proofs of income;

e Strong on-ground collections infrastructure leading to our ability to maintain a robust asset quality;

e Ability to successfully expand to new underpenetrated geographies through a calibrated expansion strategy;

e 100% in-house sourcing, comprehensive credit assessment and robust risk management and collections framework, leading
to good asset quality;

e  Access to diversified and cost-effective long-term financing with a conservative approach to asset liability and liquidity
management; and

e Experienced, cycle-tested leadership with an experienced longstanding promoter, and a professional management team and
supported by marquee investors.

For details, see “Our Business — Our Competitive Strengths” on page 160.
Quantitative Factors

Some of the information presented below relating to our Company is derived from the Restated Financial Information. For
details, see “Financial Statements” and “Other Financial Information” on pages 243 and 307, respectively.

Some of the quantitative factors which may form the basis for computing the Offer Price are as follows:

A Basic and Diluted Earnings Per Equity Share (“EPS”) as adjusted of sub-division (face value of each Equity

Share is %1):
Fiscal Basic EPS (in%) Diluted EPS (in %) Weight
March 31, 2021 14.01 13.61 3
March 31, 2020 10.32 10.07 2
March 31, 2019 6.88 6.73 1
Weighted Average 11.59 11.28
September 30, 2021 (not annualized) 7.96 7.85
NOTES:
1.  Weighted average = Aggregate of year-wise weighted EPS divided by the aggregate of weights i.e. (EPS x Weight) for each year/Total of
weights.

2. The face value of each Equity Share is Z1 each.

3. Earnings per Equity Share () = Profit of the Company for the year/Weighted Average No. of shares at the end of the year

4.  Basic and diluted earnings per equity share: Basic and diluted earnings per equity share are computed in accordance with Indian Accounting
Standard 33 notified under the Companies (Indian Accounting Standards) Rules of 2015 (as amended).

5. The Company in its extraordinary general meeting held on October 8, 2021, after the Balance Sheet date of September 30, 2021, has approved
sub-division of each equity share of 10 each into Equity Shares of ¥1 each. The computation given above is after taking into account share
sub-division and hence above information is not derived from Restated Financial Statements.

B. Price/Earning (“P/E”) ratio in relation to Price Band of Z[e] to X[e] per Equity Share:
Particulars P/E at the Floor Price (number | P/E at the Cap Price (humber
of times) of times)
Based on basic EPS for year ended March 31, 2021 [o] [o]
Based on diluted EPS for year ended March 31, 2021 [o] [o]
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Industry Peer Group P/E ratio

P/E Ratio (x)
Highest 76.49
Lowest 32.32
Industry Composite 54.41
Notes:

@ The industry high and low has been considered from the industry peer set provided later in this chapter. The industry composite has been
calculated as the arithmetic average P/E of the industry peer set disclosed in this section. For further details, see “— Comparison with listed

Industry Peers” on page 99.

@ PJE figures for the peer are computed based on closing market price as on November 4, 2021 at BSE, divided by Diluted EPS based on the

annual report of the company for the Financial Year 2021.

Return on Average Net worth (“RoNW”)

Fiscal RoNW (%) Weight

March 31, 2021 16.85% 3
March 31, 2020 15.35% 2
March 31, 2019 15.11% 1
Weighted Average 16.06%
September 30, 2021 14.53%

NOTES:

1. Return on Average Net Worth ratio: Restated profit for the period/ year divided by the simple average of our monthly Total equity, as of the

last day of the month, starting from the last month of the previous Financial Year and ending with the last month of the current Financial
Year.

2. The weighted average return on net worth is a product of return on net worth and respective assigned weight, dividing the resultant by total
aggregate weight.
3. Net Worth is equivalent to Total Equity, which represents Equity share capital plus Other equity.

Net Asset Value (“NAV?) per Share, as adjusted of sub-division

Financial Year ended/ Period ended Amount (%)
As on September 30, 2021 119.02
As on March 31, 2021 85.26
After the completion of the Offer
- At the Floor Price [e]
- At the Cap Price [e]
Offer Price [e]
NOTES:
1. Net assets value per share (in J): Net asset value per share is calculated as Restated Total Equity of the company at the end of the year divided

2.

by number of shares as at period end.year end adjusted for sub-division of shares carried out subsequent to year end as detailed below.

The Company in its extraordinary general meeting held on October 8, 2021, has approved sub-division of each equity share of 10 each into
Equity Shares of %1 each. The computation given above is after taking into account share sub-division and hence above information is not
derived from Restated Financial Statements.

Comparison with Listed Industry Peers

Name of | Face | Closing price | Total Income, EPS (%) NAVE) P/E (x)@ P/B RoNW®

Company | Value | on November | for Financial | Basic® |Diluted® | (% per share) x)® (%)

R Per | 4,2021 R) Year 2021

Share) (in X million)
Five-Star [e] [o]
Business 1 NA. 1051255 1401 1361 85.26 16.85
Finance
Limited
Aavas
Financiers 10 2,795.10 11,053.351| 36.86 36.54 304.24 76.49 9.19 11.25
Aptus
Value 2 347.35 6,552.42 5.56 5.55 54.53 62.59 6.37 9.87
Au Small
Finance 10 1,223.60 63,658.84| 38.19 37.86 216.56 32.32 5.65 17.26
Bank
Notes:

Source: All the financial information for listed industry peer mentioned above is sourced from the annual report of the relevant company for the

year
@

@
®
*

O]

ended March 31, 2021.

Basic EPS sourced from the annual report of the company for the year ended March 31, 2021.
Diluted EPS refers to the Diluted EPS sourced from the annual report of the peers for the year ended March 31, 2021.

NAV is computed as the closing net worth divided by the closing outstanding number of equity shares.

P/E Ratio has been computed based on the closing market price of equity shares on November 4, 2021 on BSE, divided by the Diluted EPS
provided under Note 1 above.
P/B is computed as closing market price of equity shares on BSE as on November 4, 2021, divided by NAV, as on March 31, 2021.
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) RoNW is computed as net profit after tax (including profit attributable to non-controlling interest) divided by closing net worth. Net worth
has been computed as sum of paid-up share capital and other equity

G. The Offer price is [e] times of the face value of the Equity Shares

The Offer Price of X[e] has been determined by our Company and the Investor Selling Shareholders, in consultation
with the BRLMs, on the basis of market demand from investors for Equity Shares through the Book Building Process.

Investors should read the above mentioned information along with “Risk Factors”, “Our Business”, “Financial Statements”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 21, 156, 243 and
309, respectively, to have a more informed view.
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STATEMENT OF POSSIBLE SPECIAL TAX BENEFITS

The Board of Directors

Five-Star Business Finance Limited
New No. 27, Old No. 4,

Taylors Road, Kilpauk,

Chennai — 600 010

9 November 2021
Dear Sirs,

Subject: Statement of possible special tax benefits (*'the Statement') available to Five-Star Business Finance Limited
(""the Company™) and its shareholders prepared in accordance with the requirement under Schedule VI - Part A -
Clause (9) (L) of Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2018, as amended (*"'the ICDR Regulations')

This report is issued in accordance with the Engagement Letter dated 17 August 2021.

We hereby report that the accompanying Statement of Possible Special Tax Benefits (enclosed as Annexure I1), states the
possible special tax benefits available to the Company and its shareholders under direct and indirect taxes (hereinafter referred
to as "the Tax Laws") presently in force in India as on the signing date, which are defined in Annexure 1, has been prepared by
the management of the Company and initialed by us for identification purposes only. The Company does not have any
subsidiary.

These possible special tax benefits are dependent on the Company and its shareholders fulfilling the conditions prescribed under
the relevant provisions of the Tax laws. Hence, the ability of the Company and its shareholders to derive these possible special
tax benefits is dependent upon their fulfilling such conditions, which is based on business imperatives the Company may face
in the future and accordingly, the Company and its shareholders may or may not choose to fulfill.

The benefits discussed in the enclosed Annexure Il cover the possible special tax benefits available to the Company and its
shareholders and do not cover any general tax benefits available to them. We wish to highlight that the distinction between
‘general’ and 'special’ tax benefits is not clear as the said terms have not been defined under the ICDR Regulations. Accordingly,
we have provided comments on those tax benefits, the availability of which is contingent to fulfillment of certain conditions as
per the applicable tax laws. Further, the preparation of the enclosed Annexure 1l and its contents is the responsibility of the
management of the Company. We were informed that the Statement is only intended to provide general information to the
investors and is neither designed nor intended to be a substitute for professional tax advice. In view of the individual nature of
the tax consequences and the changing tax laws, each investor is advised to consult his or her own tax consultant with respect
to the specific tax implications arising out of their participation in the proposed initial public offering of equity shares of the
Company comprising of an offer for sale of equity shares by certain shareholders (the "Proposed Offer") 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 possible special tax benefits, which an investor can avail. Neither we are suggesting nor advising the investors to invest
money based on this Statement.

We conducted our examination in accordance with the "Guidance Note on Reports or Certificates for Special Purposes (Revised
2016)" (""Guidance Note') issued by the Institute of Chartered Accountants of India. The Guidance Note requires that we
comply with ethical requirements of the Code of Ethics issued by the Institute of Chartered Accountants of India. We have
complied with the relevant applicable requirements of the Standard on Quality Control (SQC) 1, Quality Control for Firms that
Perform Audits and Reviews of Historical Financial information, and Other Assurance and Related Services Engagements.

We do not express any opinion or provide any assurance as to whether:
i) the Company and its shareholders will continue to obtain these possible special tax benefits in future; or
ii) the conditions prescribed for availing the possible special tax benefits where applicable, have been/would be met with.

The contents of enclosed Annexures are based on the information, explanation and representations obtained from the Company,
and on the basis of our understanding of the business activities and operations of the Company.

Our views expressed herein are based on the facts and assumptions indicated to us. 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 change from time to time. We do not assume responsibility to update the views consequent

to such changes. We shall not be liable to the Company for 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
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intentional misconduct. We will not be liable to the Company and any other person in respect of this Statement, except as per
applicable law.

We hereby give consent to include this Statement in the Draft Red Herring Prospectus and in any other material used in
connection with the Proposed Offer, and is not to be used, referred to or distributed for any other purpose without our prior
written consent.

forBSR&Co.LLP
Chartered Accountants
ICAI Firm Registration Number: 101248W/W-100022

K Raghuram

Partner

Membership number: 211171

ICAI UDIN: 21211171AAAACKS5682
Place: Chennai

Date: 9 November 2021
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ANNEXURE I

LIST OF DIRECT AND INDIRECT TAX LAWS (‘TAX LAWS’)

Sr. No. Details of tax laws
1 Income-tax Act, 1961 and Income-tax Rules, 1962
2 Central Goods and Services Tax Act, 2017
3 Integrated Goods and Services Tax Act, 2017
4 Goods and Services Tax legislations as promulgated by various states
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ANNEXURE 1l

ANNEXURE TO THE STATEMENT OF POSSIBLE SPECIAL TAX BENEFITS AVAILABLE TO THE

COMPANY AND ITS SHAREHOLDERS UNDER THE APPLICABLE DIRECT AND INDIRECT TAX LAWS

(“TAX LAWS”) IN INDIA

Outlined below are the possible special tax benefits available to the Company and its shareholders under the Tax Laws in force
in India (i.e. applicable for the Financial Year 2021-22 relevant to the Assessment Year 2022-23 till the signing date of this
annexure). These possible special tax benefits are dependent on the Company or its shareholders fulfilling the conditions
prescribed under the Tax Laws. Hence, the ability of the Company or its shareholders to derive the possible special tax benefits
is dependent upon fulfilling such conditions, which are based on business imperatives it faces in the future, it may or may not
choose to fulfill.

UNDER THE TAX LAWS

A. Special tax benefits available to the Company

The Company avails direct tax benefit under the Tax Laws identified supra. The same has been outlined as under-:

1.

Deduction under section 80JJAA of the Income-tax Act, 1961 (‘the Act’)

As per the provisions of section 80JJAA of the Act, a company subject to tax audit under section 44AB of the Act and
whose gross total income includes any profit and gains derived from business shall be entitled to claim a deduction of
an amount equal to thirty percent of additional employee cost incurred in the course of such business in the previous
year, for three assessment years including the assessment year relevant to the previous year in which such employment
is provided. The eligibility to claim the deduction is subject to fulfilment of prescribed conditions specified in sub-
section (2) of section 80JJAA of the Act.

Deduction under section 36(1)(viia) of the Income-tax Act, 1961 (‘the Act’)

The Company is entitled to accelerated deduction in respect of bad and doubtful debts up to the limit specified under
section 36(1)(viia) of the Act in computing its income under the head “Profits and gains of business or profession”, to
the extent of five per cent (5%) of the gross total income, and subject to satisfaction of prescribed conditions. Further,
gross total income considered for the said deduction shall be before considering any deduction under the aforesaid
section and Chapter VI-A of the Act.

B. Special tax benefits available to the Shareholders

There are no special tax benefits available to the shareholders for investing in the shares of the Company under the Tax
Laws identified in Annexure | above.

NOTES:

1.  We have not considered general tax benefits available to the Company or shareholders of the Company.

2. The above is as per the current Tax Laws in force in India (i.e. applicable for the Financial Year 2021-22 relevant to
the Assessment Year 2022-23 till the signing date of this annexure).

3. The above Statement of possible special tax benefits sets out the provisions of Tax Laws in a summary manner only
and is not a complete analysis or listing of all the existing and potential tax consequences of the purchase, ownership
and disposal of equity shares of the Company.

4. This statement does not discuss any tax consequences in any country outside India of an investment in the shares of

the Company The shareholders/investors in any country outside India are advised to consult their own professional
advisors regarding possible income tax consequences that apply to them under the laws of such jurisdiction.

for Five-Star Business Finance Limited
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Lakshmipathy Deenadayalan
Chairman and Managing Director
DIN: 01723269

Place: Chennai

Date: 9 November 2021
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SECTION IV: ABOUT OUR COMPANY
INDUSTRY OVERVIEW

The information contained in this section, unless otherwise specified, is derived from a report titled “Industry Report on Small
Business Loans in India” dated November 2021 prepared by CRISIL Limited (the “CRISIL"), and commissioned and paid for
by us for the purposes of understanding the industry in connection with the Offer. Industry sources and publications generally
state that the information contained therein has been obtained from sources generally believed to be reliable, but that their
accuracy, completeness and underlying assumptions are not guaranteed and their reliability cannot be assured. Industry
publications are also prepared based on information as at specific dates and may no longer be current or reflect current trends.
Accordingly, investment decisions should not be based on such information. See “Certain Conventions, Presentation of
Financial, Industry and Market Data and Currency of Presentation — Industry and Market Data’ on page 19.

Macroeconomic Overview
COVID-19 pandemic impacts world and Indian economy; bounce back expected in fiscal 2022

According to the provisional estimates released by the NSO, India’s real GDP growth in fiscal 2021 stood at -7.3% versus
the earlier estimate of -8.0%. After sluggish growth in first half of the fiscal owing to rising Covid-19 cases, gross domestic
product (GDP) growth has moved into positive territory in the second half of the year reflecting a pickup in economic
activity.

Fiscal 2020 was volatile for the global economy. The first three quarters were ensnared in trade protectionist policies and
disputes among major trading partners, volatile commodity and energy prices, and economic uncertainties arising from
Brexit. Hopes of broad-based recovery in the fourth quarter were dashed by the Covid-19 pandemic, which has infected
more than 227 million people in 224 countries (as of September 17, 2021), leading to considerable human suffering and
economic disruption.

The COVID-19 pandemic sharply slowed the Indian economy in the first quarter of Fiscal 2021, but the huge economic
costs that it extracted, forced the economy to open up and get back on its feet in the second quarter of Fiscal 2021. What
also helped was a sharp cutback in operating costs for corporates due to job and salary cuts, employees exercising work from
home options, low input costs due to benign interest rates, crude and commaodity prices.

The fierce second wave of Covid-19 pandemic took the healthcare ecosystem to the brink and beyond in Q1 of fiscal 2022,
but it did not hit economic activity as hard as the first wave did. The main reason for this would be decentralised and less-
stringent lockdowns, which reflect the ‘learning to live with the virus attitude’ that authorities adopted. Many states also
permitted construction and manufacturing activities to continue during the lockdown.

The pandemic came at the most inopportune time since India was showing signs of recovery following a slew of
fiscal/monetary measures as nominal GDP grew by 8.8% on year in Q4 of fiscal 2021 as compared to 4.7% in Q4 of fiscal
2020. Having said that, CRISIL Research foresees growth rebounding in Fiscal 2022, on the back of a very weak base, a
counter-cyclical Union Budget for Fiscal 2022 pushing investments and some benefit from a rising-global-tide-lifting-all-
boats effect. The gradual increase in vaccinations against COVID-19 is also expected to boost confidence and support
stronger recovery. Even after the strong rebound, fiscal 2022 real GDP is expected to be only slightly higher than that in
fiscal 2020.

Trend in real GDP growth rate on quarterly basis
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The budget’s focus on pushing capital expenditure (capex) despite walking a fiscal tightrope however provides optimism

and creates a platform for higher growth. Given that the focus of the budget was on investment rather than consumption

push, the full impact of the expenditure will be seen in the near term via multiplier effects, and over time, through

enhancement of productive capacity. To that extent, CRISIL Research believes that the budgetary provisions help raise the
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medium-term prospects for the economy.

This budget not only focussed on pushing central capex but also attempted to nudge state government capex. A Reserve
Bank of India (RBI) study points out that an increase in capex by the central and state governments by one rupee each
induces an increase in output by X 3.25 and % 2.0, respectively (Source: RBI Bulletin — April 2019).

Budgetary support and vaccines expected to boost economic growth
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Source: National Statistics Office (NSO), International Monetary Fund (IMF) and CRISIL Research estimates

CRISIL Research forecasts India’s GDP for fiscal 2022 to grow by around 9.5% in our base case scenario, assuming that
70% of the adult population will be vaccinated by December 2021 and a third Covid wave does not strike us. Covid-19
vaccinations have also started gaining pace in India. While close to 64% of India’s adult population has received the first
dose of the Covid-19 vaccine (as of September 19, 2021), 21% of India’s adult population has taken the second dose.

A third wave would pose a significant downside risk to the growth forecast, as would a slower-than-anticipated pace of
vaccination. We forecast India’s GDP to grow by 9.5% in fiscal 2022 in our base case scenario and 8% in fiscal 2022 in our
pessimistic scenario.

In fiscal 2023, CRISIL Research expects growth to remain strong at 7.8% and become more broad-based, as a sufficient
proportion of population gets vaccinated by then. This will particularly strengthen growth for contact-based services, which
have been the biggest victims. Beyond that, growth is expected to moderate.

Prior to the onset of the pandemic, India’s GDP growth slowed on account of existing vulnerabilities such as a weak financial
sector and subdued private investment. However, in light of production-linked incentive (PLI) scheme, reduction in
corporate tax rate, labour law reforms together with healthy demographics and a more favourable corporate tax regime, India
is expected to witness strong GDP growth when the global economy eventually recovers, supported by prudent fiscal and
monetary policy.

Macroeconomic outlook for Fiscal 2022

Macro variables FY20 FY21E FY22P Rationale for outlook

GDP (y-0-y) 4.0% -7.3% 9.5%* The second wave and the resultant localised lockdowns has impeded the path to
economic recovery, leading CRISIL to revise down the growth forecast for Fiscal
2022 t0 9.5%, from 11.0% earlier. That said, expected pick-up in economic activity
post-vaccination and support from global growth would act as positives

Consumer price 4.8% 6.2% 5.3% Upside risks on inflation are growing from surging international commodity prices.
index (CPI) inflation While producers are bearing a greater burden of rising input costs for now, these
(y-0-y) could get passed to retail prices once demand recovers. Food inflation could also

face pressure from disruptions to the rural economy due to the pandemic’s spread,
and rising global prices

10-year Government | 6.2% 6.2% 6.5% The RBI’s unconventional policy measures have been instrumental in keeping G-
security yield sec yields at decadal lows, at a time when the bond market is facing an
(March-end) unprecedented rise in Government borrowing. Supply pressures could have a

bearing on yields once the RBI starts normalising liquidity. Adverse global
developments such as premature withdrawal of monetary easing by US Federal
Reserve could further add pressure

*Downward bias
Note: P — Projected
Source: Reserve Bank of India (RBI), National Statistics Office (NSO), CRISIL Research
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GDP to bounce back over the medium term

After clawing back in fiscal 2022, CRISIL Research forecasts India’s GDP to grow at 6.0-7.0% per annum between fiscals
2023 and 2025. This growth will be supported by the following factors:

e Focus on investments rather than consumption push enhancing the productive capacity of the economy.

e The production linked incentive (PLI) scheme which aims to incentivise local manufacturing by giving
volume-linked incentives to manufacturers in specified sectors

e Raft of reform measures by the government along with a more expansionary stance of monetary policy leading
to a steady pick-up in consumption demand

e Policies aimed towards greater formalisation of the economy are bound to lead to an acceleration in per capita
income growth

India is one of the fastest-growing major economies (GDP growth, % year-on-year)
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Note: GDP growth is based on constant prices, Data represented is for calendar years, P: Projected
Source: IMF (World Economic Outlook — July 2021 and April 2021 update), CRISIL Research

Contribution of various sectors to GDP

As compared to various developed economies, which witnessed a good contribution from manufacturing and industry first
and subsequently in services, the Indian transformation story has been different. A notable feature of Indian economy has
been the services sector’s rising contribution to the overall output of the economy. Over the last three fiscal years ending
fiscal 2020, the service sector has grown at a rate of ~7%, thereby taking the contribution of services sector to 62.9% in
terms of Gross Value Added (GVA) at constant prices. In fiscal 2021, overall GVA contracted by ~6.5% with industry and
services sector contracting by ~7.4% and ~8.4% respectively.
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Share of sector in GVA at constant prices
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Key growth drivers
India has world’s second largest population

As per Census 2011, India’s population was ~1.2 billion, and comprised nearly 245 million households. The population,
which grew nearly 18% between 2001 and 2011, is expected to increase about 11% between 2011 and 2021, to 1.4 billion.
The population is expected to reach 1.5 billion by 2031 and number of households are expected to reach ~376 million over
the same period.

Favourable demographics

As of 2020, India has one of the largest young populations in the world, with a median age of 28 years. About 90% of Indians
will still be below the age of 60 by calendar 2021 CRISIL Research forecasts that 63% of them will be between 15 and 59
years. In comparison, in calendar year 2020, the United States (US), China and Brazil had 77%, 83% and 86%, respectively,
of their population below the age of 60.

Urbanisation

Urbanisation is one of India’s most important economic growth drivers as it will drive substantial investments in
infrastructure development, which, in turn, is expected to lead to job creation, development of modern consumer services
and increased ability to mobilise savings. The country’s urban population has been rising consistently over the decades. In
1950, it was 17% of total population. As per the 2018 revision of World Urbanization prospects, it was estimated at 34% for
India. This is expected to reach 37% by 2025.

Increasing per capita GDP

Per capita income is estimated to have contracted by 8% in Fiscal 2021 compared to a growth of 2.9% in the preceding
Fiscal. CRISIL forecasts that the per capita income will gradually improve with a pick-up in GDP growth and sustained low
inflation. This will be an enabler for domestic consumption. As per IMF estimates, India’s per capita income (at constant
prices) is expected to grow at 6.2% compound annual growth rate (CAGR) from Fiscals 2021-25.
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Trend in Nominal GDP per capita (at current prices)
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Financial penetration to rise with increase in awareness of financial products

Overall literacy in India is at 77.7% as per the results of recent NSSO survey conducted in 2018 which is still below the
world literacy rate of 86.5%. However, according to the National Financial Literacy and Inclusion Survey (NCFE-FLIS)
2019, only 27% of Indian population is financially literate indicating huge gap and potential for financial services industry.
The survey defines financial literacy as combination of awareness, knowledge, skill, attitude and behaviour necessary to
make sound financial decisions and ultimately achieve individual financial wellbeing.

With increasing financial literacy, mobile penetration, awareness and the Prime Minister’s Jan Dhan Yojana bank accounts
(scheme aimed at bringing the unbanked under the formal banking system), there has been a rise in the participation of
individuals from non-metro cities in banking. With more people attached to the formal banking sector, the demand for
financial products in smaller cities has seen a major uptick in recent years. Going forward, CRISIL expects financial
penetration to increase on account of increasing financial literacy.

Measures to counter the pandemic’s onslaught on growth
Reserve Bank of India goes all out to combat the crisis

The Monetary Policy Committee (MPC) of the Reserve Bank of India (RBI) slashed the repo rate by 115 basis points (bps)
to address financial market stress in the wake of the pandemic and the subsequent lockdown. In an unusual move, the MPC
also asymmetrically reduced the reverse repo initially by 90 bps and by another 25 bps and 40 bps subsequently. The repo
and reverse repo rates are how 4.00% and 3.35%, respectively. To tide over any unwarranted volatility, the MPC also
increased borrowing limits under the marginal standing facility (MSF) of the liquidity adjustment facility window from 2%
to 3%. The MSF rate is now 4.25% (down from 5.40%).

The RBI also announced a host of other measures to address financial market stress due to the pandemic / lockdown, such
as:

¢ Reducing debt servicing burden through moratorium period: The RBI initially permitted lending
institutions to allow a moratorium of three months on repayment of instalments for term loans outstanding as
on March 1, 2020 and defer interest payments due on working capital facilities outstanding.

e Loan restructuring: The central bank constituted a committee which identified 26 sectors for restructuring
which included aspects related to leverage, liquidity and debt serviceability to be factored by the lending
institutions while finalising resolution plans for borrowers.

e Enhancing liquidity: Apart from reducing repo and reverse repo rate, the RBI reduced the cash reserve ratio
(CRR) requirements of all banks by 100 bps to 3% of net demand and time liabilities (NDTL). Further, the
minimum daily CRR balance maintenance was reduced to 80% from 90% till June 26, 2020.

e Supporting financial market liquidity: The RBI initially announced targeted long-term repo operations
(TLTROs) of up to three years’ tenure for a total of up to X 1 trillion. Liquidity availed under the scheme by
banks had to be deployed in investment grade corporate bonds, commercial paper, and non-convertible
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debentures. Subsequently, TLTROs worth % 500 billion were announced specifically for non-banking financial
companies (NBFCs) and micro finance institutions (MFIs), with 50% targeted towards small and mid-sized
firms.

e Pushing credit growth: The RBI decided to postpone the implementation of net stable funding ratio to October
1, 2021 to encourage banks to lend in these challenging times. Deferring the last tranche of capital conservation
buffer to October 1, 2021 was also a step in the same direction.

e Addressing rupee volatility: Banks in India which operate International Financial Services Centre banking
units have been allowed to participate in the Non-deliverable Forward (NDF) market with effect from June 1,
2020.

e Regulatory changes: With regards to the moratorium provided on loans, the RBI clarified these measures
would not result in asset quality downgrade, nor would it affect the credit history of borrower.

e Measures during second wave of Covid-19: On May 5, 2021, RBI announced several measures to protect
small and medium businesses, individual borrowers from the adverse impact of the intense second wave of
Covid-19 across the country. RBI also made provisions for banks to advance loans to businesses and restructure
loans for enhancing liquidity in the system to help mitigate the crisis.

‘Aatmanirbhar’ package is a timely relief amid the pandemic
Liquidity boost for NBFCs

The government announced a X 450 billion partial guarantee scheme (for NBFCs) and X 300 billion special liquidity scheme
for NBFCs, housing finance companies (HFCs) and MFIs, aimed at covering the concern of credit risk perception on mid
and small size non-banks.

Change in MSME definition

To bring in more enterprises under the ambit of MSMEs and the relief package being offered by the regulator, the
government revised the MSME investment limit across each category and introduced an alternate/additional criteria of
turnover buckets to the definition. It further helped remove the difference between the definition of manufacturing based
and services based MSMEs. Given below is the composite revised definition of MSMEs in comparison to the old existing
one:

Existing and revised definitions of MSMEs

Existing MSME classification

Criteria : Investment in plant and machinery or equipment

Classification Micro Small Medium
Manufacturing enterprises Investment < X 2.5 million Investment <% 50 million Investment < X 100 million
Services enterprises Investment < % 1 million Investment < X 20 million Investment < % 50 million

Revised MSME classification

Composite Criteria : Investment and annual turnover

Classification Micro Small Medium
Manufacturing and Services Investment < % 10 million and Investment < % 100 million and Investment < ¥ 500 million and
enterprises Turnover <% 50 million Turnover <% 500 million Turnover <X 2.5 billion

Source: Ministry of MSME, CRISIL Research

Collateral-firee loans to MSMEs (¥ 3 trillion): Banks and NBFCs are directed to offer up to 20% of entire outstanding credit
to MSMEs. MSMEs with up to X 250 million outstanding credits and % 1 billion turnover are eligible for these loans. It will
have four-year tenure with a moratorium of 12 months on principal payment and can be availed till October 31, 2020. The
government will provide complete credit guarantee cover to lenders on principal and interest amount.

Subordinate debt to MSMEs (Z 200 billion): The government is also facilitating the provision of ¥ 200 billion as subordinate
debt for stressed assets of MSMEs. It will also provide X 40 billion as partial credit guarantee support to banks for lending
to MSMEs.

Equity infusion in MSMEs (2 500 billion): The government has committed to infuse X 500 billion in equity of MSMEs
having growth potential and viability. It will also encourage MSMEs to list on stock exchanges.

Clearing MSME dues; guarantee scheme: The government has requested central public sector enterprises to release all
pending MSME payments within 45 days. It will boost transaction-based lending by fintech enterprises. Under the
Emergency Credit Line Guarantee Scheme (ECLGS), banks will offer X 3 trillion government guaranteed loans to MSME
borrowers that are not non-performing assets (NPAS) to address short-term liquidity concerns and boost the MSME sector.
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Global tenders disallowed up to & 2 billion: The government will not allow foreign companies in government procurement
tenders of value up to X 2 billion. This is likely to ease the competition faced by the MSMEs against foreign companies.

Loan interest subvention scheme (Z 15 billon): Under this scheme, the government has provided 2% interest subvention
for loans given under Mudra-Shishu scheme. These loans are up to the ticket size of ¥ 50,000 and are mostly given by
NBFC-MFIs benefiting low income groups customers.

Special credit facility for street vendors (Z 50 billon): The government announced this scheme to facilitate easy access of
credit to street vendors to offset the adverse effect of pandemic on their livelihoods.

‘Aatmanirbhar 3.0’ stimulus package rolled out to boost economy in November 2020

The finance minister, on November 12, 2020, announced a stimulus package. Under the package, 12 stimulus measures were
rolled out to boost employment in the formal and informal economy, help housing infrastructure, enhancing ease of doing
business, extending the deadline for the Credit Line Guarantee Scheme, etc. The announcement was made a day after the
government announced a X 2 trillion production-linked incentives (PLIs) scheme for boosting identified manufacturing
sectors. The government also announced some fresh projects, collaterally boosting employment in the country.

An additional outlay of X 180 billion for PM Awaas Yojana (PMAY) Urban was announced, which will help ground 1.2
million houses and complete 1.8 million houses. The move is expected to create additional 7.8 million jobs and improve
production and sale of steel and cement, resulting in a multiplier effect on the economy. Stimulus packages worth . 2.65
trillion were announced by the government.

Following are the twelve announcements made in the Aatmanirbhar 3.0 stimulus package:

1. Aatmanirbhar Bharat Rozgar Yojana: Aatmanirbhar Bharat Rozgar Yojana, operational during October 1, 2020 to
June 2021 to incentivise creation of new employment opportunities during COVID recovery phase.

2. Emergency credit line guarantee scheme 2.0: Launch of an emergency credit line guarantee scheme 2.0 for
guaranteed credit to 26 stressed sectors. Tenure of additional credit under ECLGS 2.0 to be 5 years, including 1
year of moratorium on principal repayment. Emergency credit line guarantee scheme extended till March 31 2021.

3. PLIscheme: Introduction of the PLI scheme in 13 key sectors for enhancing India’s manufacturing capabilities and
exports.

4. PMAY - Urban: % 180 billion will be provided over the Budged Estimates for 2020-21 for PM Awaas Yojana
(PMAY) - Urban through additional allocation and extra-budgetary resources. This is over and above < 80 billion
already budgeted this year.

5. Support for construction and infrastructure - Relaxation of earnest money deposit (EMD) and performance security
on government tenders.

a. Performance security on contracts to be reduced to 3% instead of 5-10%
b. EMD will not be required for tenders and will be replaced by Bid Security Declaration
c. Relaxations will be given till December 31, 2021

6. Demand booster for residential real estate income-tax relief for developers and home buyers: Increase in the
differential from 10% to 20% for the period from the date of the announcements to June 20, 2021 for only primary
sale of residential units of value up to X 2 billion.

7. Government will invest % 60 billion as equity in the NIIF debt platform. Infra project financing of % 1.1 trillion will
be provided by the government.

8. Government will provide support to farmers with X 650 billion for subsidised fertilisers

9. Boost for the rural employment -Enhanced outlays under PM Garib Kalyan Rozgar Yojana: X 400 billion was
additionally provided in Atmanirbhar Bharat 1.0. Further outlay of ¥ 100 billion to be provided for PM Garib
Kalyan Rozgar Yojana in the current fiscal.

10. Boost for exports - X 30 billion to EXIM Bank for lines of credit: % 30 billion will be released to EXIM Bank for
promotion of project exports through lines of credit under the IDEAS scheme.

11. Capital and industrial stimulus: ¥ 102 billion additional budget outlay will be provided towards capital and
industrial expenditure.

12. Research and development grant for Covid-19 vaccine development: X 9 billion provided for Covid Suraksha
Mission for research and development of an Indian Covid-19 vaccine to the Department of Biotechnology.
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Scope of ECLGS Scheme further expanded post the COVID-19 wave

Recently in September 2021, with a view to support various businesses impacted by the second wave of COVID 19
pandemic, the timeline for Emergency Credit Line Guarantee Scheme (ECLGS) has been extended till March 2022 or till
guarantees for an amount of % 4.5 lakh crore are issued under the scheme, whichever is earlier. Further, the last date of
disbursement under the scheme has also been extended to June 2022. As of September 24, 2021, loans sanctioned have
crossed X 2.86 trillion under the scheme.

In June 2021, the government increased the overall admissible guarantee limit from % 3.0 trillion to X 4.5 trillion. Along with
this, the limit of admissible guarantee and loan amount is increased from 20% to 40% of outstanding for Covid-affected
sectors like Hospitality sector, Travel & Tourism sector, Leisure & Sporting sector and Civil Aviation sector, subject to a
maximum of 2.200 crore per borrower.

Earlier, in May 2021, the Government announced the following further modifications to the ECLGS scheme:

The scope was expanded to cover loans up to 2. 20 million to hospitals/nursing homes/clinics/medical colleges for
setting up on-site oxygen generation plants with interest rate capped at 7.5%

Additional ECLGS assistance of up to 10% of the outstanding loans as on February 29, 2020 to borrowers covered
under ECLGS 1.0 was allowed

Civil Aviation sector was included in the list of sectors covered

Ceiling of %. 5 billion of loan outstanding for eligibility under ECLGS 3.0 was removed, subject to maximum
additional ECLGS assistance to each borrower being limited to 40% or %. 2 billion, whichever is lower

Borrowers who had availed loans under ECLGS 1.0 of overall tenure of 4 years comprising of repayment of interest
only during the first 12 months with repayment of principal and interest in 36 months were allowed to increase the
tenure to 5 years (repayment of interest only for the first 24 months with repayment of principal and interest in 36
months thereafter)

Earlier, in March 2021, the Government had made the following modifications to the scheme

The scope of ECLGS was expanded to cover business enterprises in hospitality, travel & tourism, leisure & sporting
sectors which had, as on February 29, 2020, total credit outstanding not exceeding <. 5 billion and were less than or
equal to 60 days past due as on that date.

The validity of ECLGS was extended up to June 30, 2021 or till guarantees for an amount of . 3 trillion are issued.

Key structural reforms: Long-term positives for the Indian economy

Financial inclusion: India’s financial inclusion has improved significantly between 2014 and 2017, with the adult
population with bank accounts rising from 53% (as per Global Findex Database 2014) to 80% in 2017 with
concentrated efforts by the government to promote financial inclusion and the proliferation of supporting institutions.

GST implementation: Introduced on July 1, 2017, the GST is an indirect tax regime that subsumed multiple
cascading taxes levied by the central and state governments. Its implementation has spawned structural changes in
the supply chain and logistics network in the country.

PLI scheme to boost manufacturing in the long run: The government has budgeted ~X 2 trillion to give incentives
to the locally manufacturing units to 13 key sectors. By incentivising production subject to achieving the desired
scale, the scheme aims to spawn a handful of globally competitive large scale manufacturing units in the identified
sectors.

Thrust on affordable housing: The residential real estate segment saw two policy changes — Real Estate (Regulation
and Development) Act (RERA) and Goods and Services Tax (GST) -- which had a direct impact on the sector's
demand-supply dynamics. Going ahead, about half of the incremental supply being added in urban stock is expected
to be via affordable housing.

PMAY Gramin (Rural): Under the PMAY-Gramin (PMAY-G), as many as 15.5 million houses were completed as
of September 2, 2021. The government has set up a target of constructing 20.19 million houses by fiscal 2022 under
the scheme.

PMAY Urban: Under the PMAY-U, of the estimated 11 million houses to be constructed over seven years (fiscals
2016-2022), 11.31 million have been sanctioned as of August 31, 2021 and 5.02 million have been constructed.
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Credit penetration in India
Retail sector to bounce back from fiscal 2022

Industrial credit accounted for nearly a third of the overall banking credit mix in Fiscal 2019. The demand has been lower
in the past three fiscal years, owing to subdued capital expenditure and low commodity prices. The sector has been plagued
with worsening asset quality, which has reached 17.5% in fiscal 2019 as compared to 7.2% in fiscal 2015. This has led to
gradual reduction of share of industry credit in the overall banking sector’s credit. CRISIL Research expects the growth to
stay low towards this sector on account of cautious approach taken by lenders. In contrast, credit towards the retail and
services segments has risen rapidly over the past five fiscal years, driven by strong consumer demand, lower NPA and better
margins. Because of this, their shares in the overall banking credit mix have been expanding. However, in fiscal 2021, retail
credit clocked slower growth as private consumption plunged on account of Covid-19 pandemic and its profound impact on
economic activity. However, between fiscal 2021 and fiscal 2024, retail credit is expected to make a strong comeback and
grow at 13-15%.

Retail loan has the largest share in banking credit; will continue to form largest share at 33% in FY24
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Increasing retail penetration to support credit growth

Household debt-to-GDP ratio measures the credit penetration of the household sector in an economy. India ranks one of the
lowest in this parameter. However, this ratio has been rising with increase in formalisation, rise in income levels, and
improving banking penetration in the country. This is further supported by strong retail focus by banks, as this segment
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offers better risk-to-reward. We expect this pace to continue in medium term, given huge under-penetration in the segment,
and supported by rapid growth in income levels.

Total credit-to-GDP ratio to pick up in the long-term on the back of structural reforms

Total credit-to-GDP ratio (total credit to for private non-financial sector), which measures the financial sector penetration
in the economy, has been observed to be one of the lowest in case of India (~56% as of 2019) compared with other developing
BRICS economies, such as China (~204%) and South Africa (~73%), and developed economies, such as the United States
(~150%), United Kingdom (~163%) and France (~215%). Faster economic growth, improving digitisation initiatives,
increasing banking penetration, and government's implementation of structural reforms such as IBC, augur well for the total
credit to GDP ratio in the long term.

Greater credit penetration will increase proportion of new-to-credit customers

In India, the proportion of new-to-credit customers has been showing a steady increase across segments, indicating
increasing comfort of the younger population in availing credit and a consequent increase in credit penetration. According
to CRIF Highmark data, the proportion of new-to-credit (NTC) customers in fiscal 2021 was around 35% in the case of
consumer durable loans, 34% in the case of business loans 18% in the case of credit cards, 19% for personal loans, and 28%
for auto loans. In the case of two wheelers, as much as 65% of the loans in fiscal 2021 were given to NTC borrowers.

Proportion of new-to-credit customers
Home loans 10-15%
Personal loans 19%
Credit cards 18%
Auto loans 28%
Business Loans 34%
Consumer durable loans 35%

NTC defined as loans with borrower vintage <= 12 months
Source: Industry, CRIF Highmark, CRISIL Research estimates

Household savings to increase

CRISIL Research expects India to continue being a high savings economy. However, household savings as a percentage of
GDP has been sliding since Fiscal 2012, with its share in total savings falling significantly from 23.6% in Fiscal 2012 to
18.0% in Fiscal 2016. The household savings as percentage of GDP rose to 19.6% in Fiscal 2020. CRISIL Research expects
the household savings as a percentage of GDP to increase further on account of expected decline in discretionary spending
during the pandemic. However, the absolute amount of savings might not increase at the same pace since the GDP growth
is expected to be negative in Fiscal 2021.

CRISIL is also sanguine on savings rate increasing in the medium-term, as households become more focused post the
pandemic-induced uncertainty on creating a nest egg for the future.

Household savings as a percentage of GDP has increased marginally in Fiscal 2020

27%
25.2%

25% 0, 0,
23.6% 23.1% 23.6%

23% 22.4% 22.5%

20.3%
2% 19.6% 19.3% 19.3% 19-6%

19% 18.0% 18.1%
17%

15%
FY0O8 FY09 FY10 FY1l FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20

Household Savings (% of GDP)

Note: E: Estimated
Source: Ministry of Statistics and Programme Implementation (MOSPI), RBI, CRISIL Research
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Gross Domestic Savings rate: India vs other countries (CY 2019)
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Note: Gross Domestic Saving consists of savings of household sector, private corporate sector and public sector
Source: World Bank, Handbook of Statistics on Indian Economy 2018-19, RBI, MOSPI, CRISIL Research

Rural economy is becoming structurally far more resilient

At a time when the Indian economy has been severely impacted by the COVID-19 pandemic, the rural economy, which
accounts for almost half of India’s GDP, has been a harbinger of hope. Rural India emerged relatively unscathed from the
first Covid-19 wave due to lower spread of the pandemic in these areas, agricultural activity continuing unhindered,
additional support offered by the government by increasing allocation under the Mahatma Gandhi National Rural
Employment Guarantee Act (MNREGA) and disbursing funds under the PM-Kisan scheme, and the relatively lower
contribution of services, most badly hurt due to the pandemic, in the rural GDP. Further, higher Government procurement
of food grains to support the Pradhan Mantri Garib Kalyan Anna Yojana, also spurred higher production.

The second wave of Covid-19 has had some impact in rural India, thereby hurting household balance sheets. This, along
with the progress of the monsoons and sowing activity in respect of kharif crops, would influence rural incomes in the near-
term.

Nevertheless, CRISIL Research believes that the rural economy is far more resilient today due to two consecutive years of
good monsoon, increased spends under MNREGA and irrigation programmes, direct benefit transfer (DBT), the PM-Kisan
scheme, PM Ujwala Yojana for cooking gas, PM Awas Yojana for housing, and Ayushman Bharat scheme for healthcare.
To supplement this, there has been a continuous improvement in rural infrastructure such as electricity and roads. These
Government initiatives have led to lesser leakages and higher incomes in the hands of the rural populace, thereby enhancing
their ability and willingness to spend on discretionary products and services.

Through Direct Benefit Transfer, the government has transferred more than X 5.5 trillion in fiscal 2021 under 318 schemes.
In the coming years as well, CRISIL Research expects DBT transfers to continue to increase at a healthy pace, as the
government tightens focus on making subsidies available directly in the account of the intended beneficiaries.

The structural changes, combined with a positive macro environment, will improve rural business prospects, provide
business opportunities for the banking and financial services sector and drive the long term growth of the economy.
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Financial Inclusion
Credit to GDP ratio (%)
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Note: Data is represented for calendar years for all countries except India. For India, numbers are for fiscal year
Source: Bank of International Settlements, CRISIL Research

Retail Credit to GDP ratio (2020)
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Note: For countries except India, data is represented for calendar years. For India, data represented is for fiscal year 2021.
India’s focus on financial inclusion is increasing; however, a large section of the population is still unbanked

According to the World Bank’s Global Findex Database 2017, the global average of adult population with an account (with
a bank, financial institution, or mobile money providers) was about 69% in 2017. India’s financial inclusion has improved
significantly in the past three years, with the adult population with bank accounts rising from 53% (as per Global Findex
Database 2014) to 80% (in 2017) with concentrated efforts from the government and the rise of various supporting
institutions. Although the rise in the number of bank accounts has not translated into a corresponding increase in the number
of transactions and fruitful usage of those accounts.
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Adult population with a bank account (%6): India vis-a-vis other countries
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Note: 1. Global Findex data for India excludes northeast states, remote islands and selected districts. 2. Account penetration is for the
population within the age group of 15+
Source: World Bank - The Global Findex Database 2017, CRISIL Research

The low levels of adults with bank accounts in comparison with various countries can be further explained by the large
number of rural households in the country, which account for nearly two-thirds of the total households in the country. The
shift in households towards urban regions is taking place albeit at a very slow pace.

Two-thirds of total households are in rural India
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Source: World Bank; Census; CRISIL Research

Although the majority of Indian households are located in the rural region, the banking infrastructure in these regions is
relatively inferior and, thus, there is a gap in the supply and demand of financial services in the backward regions of the
country, which is a pocket of opportunity for the financial services sector.

Financial exclusion is widely prevalent in countries, such as India, due to poverty and low income, financial illiteracy, high
transaction costs, and lack of infrastructure (primarily information technology). Consequently, a significant proportion of
the population still lacks access to formal banking facilities. According to NABARD All India Rural Financial Inclusion
Survey 2016-17, 40% loans were reported as taken from non-institutional investors or informal channels like relative and
friends, money lenders and local landlords.

According to the World Bank’s Global Findex Database 2017, only 8% of the Indian population borrowed money through
a formal channel like financial institutions which is very low compared to other developed and developing countries.
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Only 8% of India’s population borrowed money from formal sources
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Note: 1. Global Findex data for India excludes northeast states, remote islands and selected districts; 2. Data is for the population within
the age group of 15+; 3. Money borrowed from formal sources includes money borrowed from Banks, NBFCs and usage of credit card
Source: World Bank - The Global Findex Database 2017, CRISIL Research

To tackle financial exclusion, the Indian government introduced the PMJDY,, a scheme that facilitates opening bank accounts
by the unbanked. However, the effective use of these new accounts, increase in the number of transactions in these accounts
and availability of credit remain key challenges, which need to be effectively addressed as borrowings from the formal
sources still remains low.

India is one of the countries with lower commercial bank branches and ATM penetration indicating huge room for financial
inclusion and banking services penetration. As of calendar year 2019, India has 14.6 branches and 21 ATMs for one lakh
adults according to World Bank data which is relatively lower than other developing and developed countries.

Rural India accounts for about half of GDP, but only about 9% of total credit and 11% of total deposits

According to Census 2011, there are about 640,000 villages in India, which are inhabited by about 893 million people,
comprising about 66% of the country’s population as of March 31, 2021. About 47% of India’s GDP comes from rural areas.
The share of total credit outstanding is about 9% in rural areas and 91% in urban areas as of March 31, 2021. The massive
divergence in the rural areas’ share of India’s GDP and banking credit services compared with urban areas is an indicator of
the extremely low penetration of banks in rural areas.

The chart below shows the percentage of GDP contribution and credit outstanding in rural and urban areas:

Low share of banking credit and deposit indicates lower penetration in rural areas (as of March 2021)

GDP Contribution Credit and deposit share of rural
areas
o B
530 47% 50%
0%
Banking credit Banking deposits
= Rural = Urban mUrban ®Semi-urban = Rural

Source: CSO; RBI; CRISIL Blac

As rural areas in India have lower financial inclusion compared with urban areas and there is less competition for banking
services in rural areas compared with urban areas, this presents significant growth opportunities in rural areas.

India’s ATM withdrawal to Cash-in-circulation ratio lies behind other countries indicating lower debit card penetration is in
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the country. However, with initiatives like PMJDY focussed towards increasing financial penetration and inclusion, the
government has been attempting to change the situation. Under PMJDY, the beneficiaries have been issued RuPay debit
cards which has also been a key enabler from rural participation in financial system. As of March 31, 2021, 309 million
RuPay debit cards have been issued to 422 million PMJDY beneficiaries. Out of these, 66% of the beneficiaries belong to
rural and semi-urban areas.
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State-wise GDP and GDP growth (FY 2021)

Real Real GDP :
GDP Yov growth Credltt Deposit Branch ATM i ncﬁJFseii(SIStore
States 3s. e CAGR (FY e?]%i?':?ion account penetration penetration (FY 2016)
Billion g 2015-FY ”(FY 2021) penetration (FY 2021) (FY 2021)
(FY 2020) 2020)

Maharashtra* | 20,391 6.0% 6.6% 32% 164% 108 211 62.7
Tamil Nadu 13,129 8.0% 8.0% 14% 182% 147 331 77.2
Karnataka 12,010 6.8% 9.9% 9% 190% 157 259 82.1
Uttar Pradesh | 11,873 4.4% 7.3% 2% 175% 80 96 44.1
Gujarat* 11,864 9.2% 8.7% 7% 149% 126 175 62.4
West Bengal 7,932 7.3% 6.7% 3% 146% 90 120 53.7
Rajasthan 7,116 5.0% 6.4% 4% 123% 101 137 50.9
’;‘p: d'g;‘] 6,720 82% | 8.6% 9% 167% 137 231 78.4
Delhi 6,344 7.4% 8.2% 25% 277% 197 422 86.1
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Haryana 5722 77% | 91% 10% 187% 180 237 67.7
F'\,"r";?jzzﬁ 5,618 76% | 7.9% 4% 133% 89 128 48.7
Kerala* 5,594 75% | 6.7% 11% 200% 180 267 90.9
Punjab 4,189 53% | 6.1% 9% 196% 212 232 70.9
Bihar 4,150 10.5% | 8.2% 1% 114% 65 71 385
Odisha 4,024 53% | 8.3% 4% 137% 113 157 63

Chhattisgarh | 2,435 53% | 5.6% 4% 140% 99 129 45.7
Jharkhand 2,400 6.7% | 52% 3% 127% 86 97 48.2
Assam* 2,340 6.4% | 8.1% 3% 124% 86 117 47.9
Uttarakhand* | 1,933 6.9% | 7.3% 5% 123% 193 239 69

;'r';‘:jaecsua' 1,244 56% | 6.9% 5% 180% 217 242 72.3
fj‘;;?"n‘]‘if; 1,128 61% | 7.3% 8% 151% 125 182 47.8
Tripura 405 96% | 85% 3% 133% 139 123 66.2
Meghalaya 267 82% | 58% 4% 88% 111 121 34.6

Note: 1. (*) — As of FY 2019, (*) — As of FY 2020

2. Credit account penetration is calculated as total number of retail bank credit accounts/population of the state

3. Deposit account penetration is calculated as total number of bank deposit accounts/ population of the state

4. Branch penetration is calculated as Number of bank branches per million people

5. ATM penetration is calculated as Number of ATMs per million people

6. For Credit and Deposit account penetration, this does not represent unique borrowers or depositors, total number of accounts have
been considered

7. Andhra Pradesh and Telangana have been considered as one state

Source: RBI, MOSPI, CRISIL Research

CRISIL Inclusix, an index that measures the extent of financial inclusion at a geographical level across all districts in India,
reported a score of 58.0 at the end of Fiscal 2016, up from 50.1 in Fiscal 2013 and 35.4 in Fiscal 2009. The index scores
each district in India on a scale of 0 to 100 with 0 being the worst and 100 being the best. The overall improvement of the
score in Fiscal 2016 was mostly driven by JAM trinity: Jan Dhan Yojana, Aadhaar and mobile.

Kerala had the highest CRISIL Inclusix score as of 2016 with only 1 district having a score less than 70. Goa, Karnataka,
Andhra Pradesh are other states with higher Inclusix scores and no districts having a score below 50. States such as Uttar
Pradesh and Bihar, on the other hand, have an Inclusix score below 45, with a large majority of districts — 50% in case of
Uttar Pradesh and 65% for Bihar — having Inclusix scores below 40. North-eastern states like Manipur, Nagaland and
Meghalaya have the lowest Inclusix scores with hardly any district having a score more than 50.

Business opportunities available owing to financial inclusion on the asset and liability side

Factors such as lack of documents, migration of individuals for work or other purposes, lack of transaction history with financial
institutions, etc., have led to low inclusion of households in the financial system. Also, the costs involved in setting up a network
to serve the traditionally ignored categories, such as migrants, rural population, retailers, shop owners, and MSMEs, is high.

In addition, the gap between various regions of the country, as highlighted above, is very wide. However, owing to the
Government’s emphasis and growth of the banking facility in these regions, the gap is slowly getting plugged. This gives
financial institutions an opportunity to expand their services in underserved regions.

Key business opportunities among various population categories - assets and liabilites

MSME - ~70 million businesses
Migrants - ~100 million mugrant workforce
*MEME loans
+Working capital finance
*Fee-based services

*Remittance services
* Account services

*Deposit services Rural population - ~ 66% of India's population

+Basic banking services
+Personal loans
+Bill payments and bookings

Retailers - ~24-25 million retail outlets

*Payments + Investment in mutual funds and insurance products
*Loans _ ) *Education loans
« Digitalisation of busmess functions +Gold loans

Source: CRISIL Research
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MSME sector in India
Brief overview of MSMEs in India

The National Sample Survey (NSS) 73 round dated June 2016 estimated that there are around 63.5 million MSMEs in
India. Since then, the number of MSMEs is estimated to have increased further to around 70 million as of fiscal 2021.
MSMEs complement large corporates as suppliers or directly cater to end users. The MSME sector contributes to the
country's socio-economic development by providing huge employment opportunities in rural and backward areas, reducing
regional imbalances, and assuring equitable distribution of national wealth and income. The segment currently contributes
to 30% of the GDP, over 40% of exports and creates employment for about 110 million people in the country, thus supporting
economic development and growth.

MSME segment account for 30% of India’s GDP

Zs trillion TO%\'\/":ME Growth (%) | Total GVA 52?2?.2 A'('ng'a %ﬁigifa'\g%lz(iw l\’\/llgrl?/leesr (?rf1
GVA (%) %) millions)*

FY16 41 11.0% 126 32.3% 138 29.5% 635

FY17 45 10.9% 140 32.2% 154 20.3% 65.5

FY1s 51 13.0% 155 32.8% 171 29.7% 66.5

FY19 57 12.9% 171 33.5% 190 30.3% 68.5

Note: (*) - Estimated
Source: MSME Ministry Annual report for FY21, CRISIL Research

The RBI has adopted the definition of MSMEs in line with the Micro, Small and Medium Enterprises Development
(MSMED) Act, 2006. This definition is based on investments in plant and machinery in the manufacturing and services
sectors.

To bring in more enterprises under the ambit of MSMESs and widen the definition of MSMEs taking into account inflation
over the past few years, in June 2020, the Government revised the MSME investment limit across each category and
introduced an alternate and additional criteria of turnover buckets to the definition. It further removed the difference between
the definition of manufacturing based and services based MSMEs.

In June 2021, the government has included retailers and wholesalers under the MSMEs definition to extend the benefits of
priority sector lending to traders as well. The move is structurally positive from long-term perspective, as it will enable
entities operating in the segment to register on Government’s UDYAM portal, participate in government tenders and also
avail financing options/benefits available to the category.

Given below is the composite new, revised definition of MSMEs in comparison to the old existing one:

New MSME definition removed distinction between manufacturing and services

Old MSME classification

Criteria : Investment in plant and machinery or equipment

Classification Micro Small Medium
Manufacturing enterprises Investment < . 2.5 million Investment <. 50 million Investment < X. 100 million
Services enterprises Investment < . 1 million Investment < . 20 million Investment < . 50 million

Revised MSME classification

Composite Criteria : Investment and annual turnover

Classification Micro Small Medium
Manufacturing and Services Investment < . 10 million and Investment < 2. 100 million and Investment < . 500 million and
enterprises Turnover <. 50 million Turnover < Z. 500 million Turnover <. 2.5 billion

Source: MSME Ministry, CRISIL Research

Financial institutions also use internal business classifications to define MSMEs, based on their turnover. Most banks and
non-banks follow this practice.

Micro segment accounted for as much as ~ 99.47% of total estimated number of MSMEs in India. Small and medium sector
accounted for 0.52% and 0.01%, respectively of the total estimated MSMEs. At a region level, rural regions accounted for
marginally higher share of 51% as compared to urban region. MSMEs units are largely dominated by bigger states including
Uttar Pradesh, West Bengal, Tamil Nadu, Maharashtra and Karnataka. The top 5 states together accounted for ~50% of the
total number of MSMES in India. Service sector accounts for dominant 79% share in MSMEs, of which retail forms major
share.

In terms of constitution, close to 94% of the entities in the MSME universe in India are estimated to be sole proprietorship
firms, wherein a small business undertaking is run and managed by the business owner and the business and the owner can

122




virtually not be separated.

Micro segment accounts for dominant share

Rural region accounts for marginally higher share

Medium
0.01%

Micro
99.47%

Small
0.52%

Source: National Sample Survey (NSS) 73™ round dated June 2016, CRISIL Research

MSMEs are largely dominated by individuals
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Source: IFC, CRISIL Research

Top 5 states together form ~50% of total MSME units
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Statewise distribution of MSMEs
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State-wise number of Micro, Small and Medium enterprises in India

States Micro Small Medium Total MSME
Uttar Pradesh 89,63,623 35,531 332 89,99,487
West Bengal 88,40,924 25,983 528 88,67,435
Tamil Nadu 49,26,652 20,812 157 49,47,621
Maharashtra 47,59,959 17,144 469 47,77,572
Karnataka 38,24,909 9,049 42 38,34,000
Bihar 34,41,300 4,259 2 34,45,561
Andhra Pradesh 33,74,136 12,556 290 33,86,983
Gujarat 32,66,544 49,744 113 33,16,400
Rajasthan 26,65,918 20,169 579 26,86,665
Madhya Pradesh 26,42,023 30,984 925 26,73,932
Telangana 25,93,968 10,048 555 26,04,571
Kerala 23,58,300 20,716 378 23,79,395
Odisha 19,79,769 4,311 348 19,84,428
Jharkhand 15,77,873 9,946 51 15,87,870
Punjab 14,56,274 8,681 58 14,65,012
Others 63,79,356 50,933 453 64,30,740
All India 6,30,51,524 3,30,866 5,282 6,33,87,673

Source: National Sample Survey (NSS) 73™ round dated June 2016, CRISIL Research
Left: Trading sector accounts for higher share in number of MSMEs

Right: Only 15% of MSMEs are registered (FY17)

Manufacturing

il Unregist

ered
85%

Source (left): MSME Ministry, CRISIL Research
Registered MSMEs includes entities that file business information with District Industry Centers (DCs) of the State / Union Territory
Source (right): IFC, CRISIL Research

Small fraction of MSMEs in India registered under UDY AM system

After the government revised the definition of MSMEs (in June 2020), MSMEs that had the then existing MSME registration
(Udyog Aadhaar Number or UAN) or Enterprise Memorandum (EM) were required to re-register themselves under
UDYAM. Thereafter, in August 2020, the RBI issued a notification allowing financiers to obtain the UDYAM certificate
from entrepreneurs for lending purposes.

As of August 24, 2021, close to 4.5 million MSMEs have registered on UDYAM. A much higher number of MSMEs —
around 10.2 million — were registered on the erstwhile UAN system. This number pales in comparison to the total number
of MSMEs in India, estimated at 65-70 million

Like UAN, UDYYAM also offers free, paperless online and instant registration through a web portal. Small businesses
aren’t required to upload any documents or proof except the Aadhaar number for registration. Earlier GST registration was
mandatory for UDYAM Registration but from March 2021 onwards, it is exempted for those units who are not eligible for
GST registration.

UDYAM certificate will be required by MSMEs for taking benefit of any scheme of the Central government. The UDYAM
portal is also integrated with the Government e-Marketplace (GeM) and the Trade Receivables and Discounting System
(TReDS) so that enterprises can participate in government procurement, and have a mechanism for discounting their bills.
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*As of mid-May 2021
Source: MSME Ministry, CRISIL Research

Probable reasons for low registration rates

o Earlier, the requirement was that companies that wanted to register under UDYAM had to provide their GSTIN.
Since many entities have a turnover of less than ¥ 40 lakh and hence do not need to be GST compliant, they were
ineligible to register on the UDYAM system. This requirement was removed by the MSME Ministry in early March
2021.

o Low levels of awareness regarding the roll-out of schemes, their eligibility conditions, paperwork requirements and
grievance redressal mechanisms could have also impacted the registration of MSMEs. As per the NCAER Business
Expectations Survey (BES) in December 2020, 75% of MSMEs were not even aware of Emergency Credit Line
Guarantee Scheme (ECLGS) launched by the Government post-Covid.

MSME Credit gap estimated at X 80 trillion; Covid-19 has further widened the credit gap

High risk perception and prohibitive cost of delivering services physically have constrained formal lending to MSMEs. An
IFC report titled Financing India’s MSMEs (November 2018) estimated the MSME credit demand at % 69.3 trillion in fiscal
2017, of which only ~16% of demand met through formal financing and consequently, the MSME credit gap (defined as the
gap between the demand for funds amongst MSMESs and the supply from formal financiers) was estimated at X 58.4 trillion.
This gap was met through informal sources including moneylenders, chit funds and personal sources from friends and
relatives. The interest rate for these sources generally ranges between 30-60% per annum.

The credit gap is estimated to have further widened over the last 4 years due to slower economic growth in fiscal 2020,
followed by the Covid-19 pandemic in fiscal 2021. Furthermore, government schemes post the Covid-19 pandemic such as
the ECLGS scheme provided relief to MSME units with existing loans from a formal financial institution. As of fiscal 2021,
the MSME credit demand is estimated to be around % 99 trillion, of which 19% of demand met through formal financing.
Assuming an increase of around 8% annually (Based on MSME credit growth over fiscal 2017-21) in the demand for credit
and the availability of credit from formal sources, CRISIL Research estimates the credit gap to have further increased to
80 trillion as of fiscal 2021.

MSME credit demand was largely met by informal sources

s B
Total MSME demand of " y
debt ¥ 693 frillion FY24
as of FY17 Increased to MSME credit gap
Z 20 trillion
Formal Informal
S0UrCes sources/Credit g ap
F 10.9 trillion F 58 4 frillion - -

. A

Source: IFC report on Financing India’s MSMESs dated November 2018, CRISIL Research
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Smaller enterprises relatively more starved of credit

While the overall MSME credit gap is estimated at ¥ 80 trillion, analysis of both SME gradings assigned by CRISIL between
January 2010 to September 2015 and the Fourth Census of the MSME sector (2009) suggests that smaller enterprises are
much more starved of institutional credit, and therefore, they primarily depend on promoter contribution for working capital
and fund requirements. While the access to funding has improved in the last few years, credit remains out of bounds for
large swathes of the MSME population in India.

Dependence on various sources of finance for working Smaller enterprises much more starved of access to institutional
capital needs for enterprises with turnover below X 10 finance
million

Institutional 7%

finance 15%

43%
. 28% 29%
Promoter 16% 7%
contribution [ -
R 0,
Suppller 59% Turnover < Rs 5 million Turnover between Rs 5-10
credit 26% million

m Promoter contribution ® Supplier credit
Institutional finance

Note: Based on an analysis of 12,000 SMEs graded by CRISIL between  Note: Based on an analysis of 12,000 SMEs graded by CRISIL between
January 2010 and September 2015 January 2010 and September 2015
Source: CRISIL Ratings Source: CRISIL Ratings

Even while the credit gap has increased, new MSME units continue to be set up across the country. During fiscal 2016 to
2020, 8.3 million units were set up, according to the government registration data of MSMEs. Thus, though a myriad of
small businesses are set up every day in the country, access to credit remains a challenge.

Year-wise and MSME category-wise registration of MSMEs

Year/Category FY16 FY17 FY18 FY19 FY20 Cumulative total for last 5 years
Micro 4,21,516 21,47,908 13,44,612 18,70,932 16,32,644 74,17,612

Small 70,866 2,16,558 1,66,259 2,41,187 2,22,226 9,17,096

Medium 2,631 8,592 6,584 9,426 8,506 35,739

Total 4,95,013 23,73,058 15,17,455 21,21,545 18,63,376 83,70,447

Source: Development Commissioner Ministry of Micro, Small & Medium Enterprises (DCMSME), CRISIL Research
Potential market for residential property-backed small business lending is estimated at X 22 trillion

The sheer size of the gap between the supply and demand of credit and the number of enterprises impacted indicates a
veritable opportunity in MSME financing. There therefore exists a plethora of players — universal banks, small finance
banks, traditional NBFCs, new age fintechs, MFIs, as well as local moneylenders — who try to meet the financing
requirements of MSMEs by offering secured or unsecured loans straddling various tenures.

CRISIL Research has attempted to decipher the size of the potential opportunity in secured residential property-backed small
business lending (hereafter referred to as the Addressable market for secured small business loans), using data, information
and insights at a state-level pertaining to:

e Number of households from NSS 76" round (July 2018-December 2018)

e Self-employed non-agricultural households in both urban and rural areas from Periodic Labour Force Survey
(PLFS) dated July 2019-June 2020

e Proportion of self-employed households, which are staying in their own pucca or semi-pucca home (which can be
taken as a collateral by financiers) from NSS 76" round (July 2018-December 2018)

Based on our analysis and assumptions detailed in the chart below, small ticket size secured (SORP — Self occupied
residential property) small business loan market potential is estimated at X 22 trillion. Players such as Five Star Business
Finance, Vistaar Financial, Veritas Finance and AU SFB currently operate in this market; our analysis indicates the
Addressable Market available for these players. The top 5 states including UP, West Bengal, Bihar, Maharashtra and Tamil
Nadu together account for almost half the addressable market.

While the latent market opportunity is indeed significant, we observe that there are not many formal financiers who cater to
this segment and have built scale. This can be attributed to the high cost of serving the market and the time it takes to build
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expertise, the requirement of having a strong knowledge of the local market and regional dynamics, and the challenges
associated with building a credit underwriting model for non-income proof customers and collections infrastructure.

Most small businesses in India do not maintain documents such as income proof, business registration, GST registration,
income tax filings, and bank statements, making credit assessment challenging. To illustrate, as per GST council data, only
12.9 million enterprises across various size dimensions were registered under GST as of June 2021. Hence, these businesses
have limited or no access to formal credit from banks and financial institutions due to the requisite documentation and
stringent underwriting norms.

Examples of such businesses include provision stores, building materials stores, tea shops, vegetable vendors and others.
The small business in manufacturing and services include small fabrication units, machine tools manufacturers (using lathe
machines), tailors, saloons, Gym owners, vehicle service centres, etc.

Addressable market estimation methodology for small business loans given to non-agriculture self-employed
households with residential self-occupied property as collateral (FY?21)

Estimated number of household

in India

Total households
(271 million)

Estimated share of
self-employed

(Non-agri) on total households

Self-employed households

(56 million)

Estimated number of

self-employed households with

self-occupied residential
property (SORP)

Self-employed households
(46 million)

R e 2nd urban) + Semi Pucca house

Estimated Pucca house (rural

(only for rural)

Self-employed Pucca households
(44 million)

Average ticket size (ATS)
assumed % 500,000

Addressable market for
residential property backed small
business lending

¢

Average ticket size
(Z 500,000)

Estimated market size
(% 22 trillion)

Source: National Sample Survey (NSS) 73 round (July 2015 — June 2016) and NSS 76™ round (July 2018 — December 2018), CRISIL

Research

State wise split of addressable market

. Total Non-agri Self Vel Az 221
T Total Households T e Sl Employed Sl ey Addressable Market
op 15 states . Employed Households - SORP - . -
(s Households ("000) Househ?lds “SORP | ‘bucca + Semi Pucca (e LlioT
(*000) ('000)
Uttar Pradesh 38,224 7,776 7,023 6,674 3,337
West Bengal 23,781 5,923 5,143 4,849 2,424
Bihar 19,960 4,498 4,270 3,953 1,976
Maharashtra 24,120 4,353 3,316 3,270 1,635
Rajasthan 13,384 3,075 2,743 2,685 1,342
Tamil Nadu 20,200 3,715 2,584 2,523 1,262
Guijarat 13,064 3,188 2,471 2,428 1,214
Madhya Pradesh 15,251 2,360 1,988 1,922 961
Andhra Pradesh 14,279 2,677 1,956 1,895 947
Kerala 8,577 1,988 1,795 1,789 895
Karnataka 14,928 2,740 1,822 1,786 893
Assam 6,740 1,965 1,702 1,660 830
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. Total Non-agri Self o] beoi-an S
Total Households Tl N er ST 3l Employed SR Addressable Market
e s i ('000) Sligleyd Households - SORp | Households - SORP - Size ( billion)
Households (*000) . Pucca + Semi Pucca
(i ('000)
Odisha 10,401 1,909 1,647 1,415 707
Punjab 5,922 1,636 1,415 1,409 705
Telangana 9,793 1,788 1,205 1,188 594
Others 32,483 6,585 5,317 5,180 2,590
All India 2,71,105 56,115 46,397 44,624 22,312

Source: National Sample Survey (NSS) 73 round (July 2015 — June 2016) and NSS 76™ round (July 2018 — December 2018), Periodic
Labour Force Survey (PLFS) dated July 2019-June 2020, CRISIL Research

Overall MSME lending has grown at a CAGR of 10% in past decade; NBFC share estimated at 20%

CRISIL Research estimates the total size of MSME lending market across ticket sizes and various player groups (banks,
NBFCs, small finance banks, and other formal lenders) to be around X 19 trillion as of March 2021. This market size includes
loans taken by MSMEs across various constitution types (sole proprietorships, partnership firms, private and public limited
companies, and co-operatives) and the ticket size spectrum, and includes loans extended in the name of the
firm/entity/company as well as the individual in case of micro enterprises or entrepreneurs. We estimate loans to MSMEs
to have grown at a CAGR of 10% during fiscal 2012 to fiscal 2021, which is more or less than the nominal GDP growth in
this period. This can be attributed to various events during this time span that has hurt MSMESs — demonetisation of high-
value currency loans in November 2016, the implementation of GST subsequently, the economic slowdown in fiscal 2020
followed by the Covid-19 pandemic.

MSME credit outstanding estimated at ¥ 19 trillion as of March 2021; NBFCs enjoy 20% market share

16% CAGR 8% CAGR 10% CAGR 6% CAGR
Underbanked Demonetisation Streamlining of GST, Covid-19 impact

Rs trillion Aggressive lending Caution by bankers due torising recovery from
25 200, NPAs amid slower capex demonetisation 259
20 20%
15 12% 15%
9%
10 ——’{\ 6.5% 6% 10%
: * 5%
1 9 M 12 13 14 16 17 18 19
0%
FYy12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21
MSME lending ==% y-o0-y growth (RHS)

Source: CRISIL Research estimates

NBFCs have managed to carve out a strong presence in MSME loans due to their focus on serving the needs of the customer
segment, faster turnaround time, customer service provided and expansion in geographic reach. Over the years, the MSME
portfolio of NBFCs have grown at a faster rate than the overall MSME portfolio at a systemic level. Thus, the share of
NBFCs in total credit to MSMEs is estimated to have increased to ~20% at end of fiscal 2021 from 14% as of fiscal 2015.
Going forward, we expect the market share of NBFCs in to continue to increase with increasing demand.

1. ECLGS scheme has provided some relief to MSMEs hurt by the pandemic

Given the pain suffered by MSMESs due to the pandemic and the importance of MSMEs in India, the Government undertook
several initiatives to support MSMEs and keep them afloat, the most significant of which was the 2. 3 trillion emergency
credit line guarantee scheme (ECLGS) extended to MSMEs in May 2020, and consequently further enhanced by % 1.5 trillion
in June 2021. Under this scheme, banks and NBFCs were allowed to extend incremental credit of up to 20% of the loans
outstanding of MSMEs as on February 29, 2020, subject to these accounts not being delinquent as on February 29, 2020.
These loans enjoy credit guarantee cover from the Government. This scheme clearly provided much-needed liquidity to
MSMEs that are known to have faced severe working capital crunch during downturns. In May 2021, the scope of the
scheme was enhanced to allow incremental credit up to an additional 10% of loans (over the above the 20% of loans allowed
previously) to MSMEs adversely impacted by the pandemic.
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ECLGS was introduced by providing the MSMEs additional funding of up to . 3 trillion
in the form of a fully guaranteed emergency credit line.

Eligible entities: All MSME borrower accounts with outstanding credit of up to . 250
million as on February 29, 2020, which were less than or equal to 60 days past due as on
that date and with an annual turnover of up to <. 1 billion

In August 2020, the upper ceiling of outstanding credit was revised to X 0.5 billion and
annual turnover to X 2.5 billion.

The Government extended ECLGS through ECLGS 2.0 for 26 sectors identified as
stressed due to the Covid-19 pandemic by the Kamath Committee and the healthcare
sector.

Eligible entities: Entities with outstanding credit above . 0.5 billion and not exceeding
. 5 billion as on February 29, 2020, which were less than or equal to 30 days past due as
on February 29, 2020

Annual turnover ceiling was removed from the eligibility criteria for ECLGS 1.0

Government extended the scope of ECLGS to cover business enterprises in Hospitality,
Travel & Tourism, Leisure & Sporting sectors which had, as on February 29, 2020, total
credit outstanding not exceeding . 5 billion and were less than or equal to 60 days past
due as on that date.

The validity of ECLGS was extended up to June 30, 2021 or till guarantees for an amount
of . 3 trillion are issued.

ECLGS scope expanded to cover loans up to X 20 million to hospitals/nursing
homes/clinics/medical colleges for setting up on-site oxygen generation plants with
interest rate capped at 7.5%

Civil Aviation sector included under ECLGS 3.0

Ceiling of 5 billion of loan outstanding for eligibility under ECLGS 3.0 to be removed,
subject to maximum additional ECLGS assistance to each borrower being limited to 40%
or X 2 billion, whichever is lower.

Borrowers who had availed loans under ECLGS 1.0 of overall tenure of 4 years
comprising of repayment of interest only during the first 12 months with repayment of
principal and interest in 36 months can increase the tenure to 5 years (repayment of
interest only for the first 24 months with repayment of principal and interest in 36 months
thereafter)

Additional ECLGS assistance of up to 10% of the outstanding as on February 29, 2020
to borrowers covered under ECLGS 1.0
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ECLGS 5.0

+ Additional allocation of X 1.5 trillion towards ECLGS scheme; limit of admissible
guarantee and loan amount increased above existing level of 20% of outstanding on each
loan

»  Sector wise details to be finalized as per evolving needs

* Loan guarantee of X 1.1 trillion for Covid-affected sectors: INR 0.5 trillion towards
health sector and INR 0.6 trillion towards other covid-affected sectors, including travel
and tourism stakeholders

*  Working capital/personal loans will be provided to people in tourism sector to discharge
liabilities and restart businesses impacted due to COVID-19

* Loan guarantee of X 7,500 Crore for loans extended by SCBs to MFIs for on lending
upto X 1.25 lakh to ~25 lakh customers; guarantee cover provided till March 31, 2022 or
till guarantees for an amount of X 7,500 crore are issued, whichever is earlier

Recently in September 2021, with a view to support various businesses impacted by the second wave of COVID 19
pandemic, the timeline for Emergency Credit Line Guarantee Scheme (ECLGS) has been extended till March 2022 or till
guarantees for an amount of % 4.5 lakh crore are issued under the scheme, whichever is earlier. Further, the last date of
disbursement under the scheme has also been extended to June 2022.

Out of the targeted amount of X 4.5 trillion, % 2.76 trillion has been sanctioned as of mid-July 2021 of which X 2.14 trillion
have been disbursed. However, considering the entire universe of around 70 million MSMEs, the proportion of MSMEs that
have benefitted remains limited at ~15% (10.9 million) of entire universe. This is because the scheme covered only MSMES
having loan exposure to formal financiers as of February 2020. Among the eligible MSMEs, small and micro MSMESs have
benefitted the most from ECLGS with 71% share in amount of guarantees issued and 92% share in number of guarantees
issued as of February 2021.

The cap of 14% on final interest rate charged to MSME customers for NBFCs meant that customers of many NBFCs, which
typically charge more than 14% due to high operating costs and the relatively riskier profile of their borrowers, could not
avail the benefits under the ECLGS scheme. As of February 28, 2021 cumulative sanctioned and disbursed amount of loans
under the ECLGS scheme stood at % 2.46 trillion and X 1.81 trillion, respectively. Against the sanctioned amount, guarantees
for a total amount of X 2.14 trillion to more than 9.2 million borrowers have been issued as on 2" July 2021. Till June 2021,
the banks and financial institutions have sanctioned  2.74 trillion and disbursed X 2.14 trillion under the scheme. As of
September 24, 2021, loans sanctioned have crossed X 2.86 trillion under the scheme.

Modest response to restructuring of MSME loans

Post the Covid-19 pandemic, the central bank constituted a committee which identified 26 sectors for restructuring which
included aspects related to leverage, liquidity and debt serviceability to be factored by the lending institutions while finalising
resolution plans for borrowers. However, only those borrower accounts were eligible for resolution which were classified
as standard, but not in default for more than 30 days with any lending institution as on March 1, 2020.

The RBI has, since 2019, permitted restructuring of temporarily impaired MSME loans (of size up to ¥ 250 million) under
three schemes. While public sector banks have actively resorted to restructuring under all the schemes, participation by
private sector banks was significant only in the restructuring scheme offered post Covid-19 in August 2020. Despite the
restructuring, however, stress in the MSME portfolio remains high, especially in the case of public sector banks. For all
scheduled commercial banks together, restructured loans as a proportion of MSME advances stood at 1.7 per cent as of
March 2021. For NBFCs, the aggregate stressed assets (including GNPA as well as restructured assets) is estimated at 7.5-
8.0% of MSMEs outstanding loan portfolio as of March 2021.

In May 2021, RBI announced a second loan restructuring program for small businesses for a loan amount up to ¥ 250 million
to contain the second wave of COVID-19. The restructuring 2.0 is applicable to those who had not availed restructuring
earlier but the account should be standard as of 31%t March 2021. In June 2021, the exposure limit for availing restructuring
was enhanced from % 250 million to X 500 million.
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Restructuring of MSME portfolios

. Aggregate Restructured Portfolio (% billion)
Restructuring Scheme - -
Public sector banks (PSBs) Private Sector Banks (PVBs)
Restructuring - January 2019 scheme 262 22
Restructuring - February 2020 scheme 59 14
Restructuring - August 2020 scheme 248 110

Source: Financial Stability Report, July 2021
SMA distribution of MSME portfolio (bank group wise)

Mar-20 65.0 6.9 5.7 42 18.2 86.6 4.4 1.9 0.7 4.3
Jun-20 63.3 18.2 22 26 13.7 886 7.0 0.9 0.6 29
Sep-20 659 13.4 3.2 26 14.9 87.9 8.1 0.9 0.6 26
Dec-20 65.7 7.8 5.6 7.8 13.1 88.1 4.3 26 2.4 2.0
Mar-21 60.7 10.6 9.2 3.6 15.9 89.6 3.7 2.4 0.8 3.6

Note: MSME exposures of up to ¥ 250 million only are included.
Small Business Loans of less than ¥ 10 lakhs ticket size
Small Business Loans has witnessed fastest growth within the overall MSME portfolio

In this section, we have classified all loans with ticket size lower than or equal to % 10 lakhs extended in the name of the
individual to MSMEs, micro-entrepreneurs, and self-employed individuals irrespective of the turnover of the entity, as small
business loans. Therefore, loans given out to enterprises or companies in the name of the entity and loans reported in the
commercial bureau of credit information companies (CICs), even if they are below X 10 lakhs ticket size, are excluded from
our market size.

CRISIL Research estimates outstanding small business loans given out by banks and NBFCs to be around X 1.7 trillion as
of March 2021.

Small business loans grew at a fast pace with portfolio registering a CAGR of 36% over fiscal 2017 and 2020. Over the last
few years, expansion in branch network, more data availability and government initiatives like GST, UDYAM, and
increasing thrust to adoption of digital payments has led to increasing focus of lenders, especially the NBFCs, on the
underserved segment of MSME customers including individuals and micro-entrepreneurs. Loan portfolio of Five Star
Business Finance grew at a 99% CAGR over the same period (fiscal 2017 and 2020) to reach X 38 billion.

In fiscal 2021, the nationwide lockdown to contain the spread of the pandemic disrupted economic activity, hurt demand,
impacted working capital needs and supply chain along with future investments and expansions. Domestic supplies and
supplies from imports also suffered, affecting both, their availability and cost. Contractual and wage labour were also hit
due to lower demand and layoffs. MSMEs and businesses in the sectors such as hotels, tourism, logistics, construction,
textiles and gems and jewellery suffered the most during the first half of the fiscal. Businesses in the retail sector, especially
those catering to daily usage goods and everyday cash and carry businesses such as grocery shops, fruits and vegetables
sellers, etc., however, fared relatively better as their availability close to the residences of customers’ increased the demand
for their services.

Although the demand for small business loan to meet liquidity and cash requirements existed in months of pandemic, lenders
have been watchful and have been going slow on disbursements since the onset of the pandemic. Disbursements of small
business loans of lower than X 10 lakhs ticket size declined by as much as 57% on a year-on-year basis to X 468 billion in
fiscal 2021. As a result, small business loans portfolio of banks and NBFCs grew at a slower pace of 11% in fiscal 2021
compared to the past. Five Star Business Finance witnessed a 14% growth in its loan portfolio in fiscal 2021 to touch X 44
billion as of March 2021.

Given the pain suffered by MSMEs due to the pandemic and the importance of MSMEs in India, the government undertook
several initiatives to support MSMEs to keep them afloat, the most significant of which was the % 3 trillion emergency credit
line guarantee scheme (ECLGS), which was aimed at pushing banks and NBFCs to extend further credit to MSMES to meet
their liquidity and funding needs with the government providing a back stop guarantee against such loans. Under this scheme,
banks and NBFCs were allowed to extend incremental credit of up to 20% of the loans outstanding of MSMES as on February
29, 2020 subject to these accounts not being delinquent as on February 29, 2020. This scheme clearly provided much-needed
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liquidity to MSMEs that are known to have faced severe working capital crunch during downturns. Recently in September
2021, the timeline for Emergency Credit Line Guarantee Scheme (ECLGS) has been extended till March 2022. As of
September 24, 2021, loans sanctioned have crossed  2.86 trillion under the scheme. In June 2021, the government increased
the overall admissible guarantee limit from < 3.0 trillion to X 4.5 trillion. Along with this, the limit of admissible guarantee
and loan amount was increased above the existing level of 20% of outstanding.

The sharp decline in disbursements of loans less than % 10 lakhs ticket size in fiscal 2021 indicates that several MSME
borrowers availing loans of this ticket size probably did not avail significant credit under the ECLGS scheme. The cap on
interest rates that could be charged to end-borrowers under ECLGS — 9.25% in case of banks and 14% in case of NBFCs —
may also have limited the lender participation in the scheme for this ticket size of loans.

Other measures taken by the government to support MSMESs amidst the pandemic include making available subordinated
debt to MSMEs, equity infusion in MSMEs, steps undertaken to clear MSME dues, and disallowing global tenders in
government tenders up to X 2 billion to support the MSMEs.

Left: Small Business Loans grew at 36% CAGR between fiscal 2017 and 2020, before slowing down in fiscal 2021
amidst the Covid-19 pandemic

Right: Disbursements declined due to Covid-19 pandemic
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Note (left): Above data includes business loans given to MSMEs upto T 10 lakhs ticket size and reported in consumer bureaus of CICs.
Source: CRIF Highmark, CRISIL Research

Note (right): Above data includes business loans given to MSMEs upto < 10 lakhs ticket size and reported in consumer bureaus of CICs.
Source: CRIF Highmark, CRISIL Research

Small value business loans gained market share over the years

With increase in data availability and enhanced use of technology and experience gained across several cycles while lending
to the same customer segment, lenders have increased focus on targeting the underserved segment within the small business
loans market. This has led to a continued increase in share of smaller ticket size loans in the overall lending pie. The demand-
supply gap, as outlined earlier, is also the highest in this segment, indicating significant business opportunities for financiers
with a deep understanding of the target customer segment across focus geographies, ability to underwrite credit and the right
unit economics. The market share of small business loans with ticket size less than X 10 lakhs in overall disbursements has
increased from 12% in fiscal 2017 to 20% in fiscal 2021. Loans outstanding with relatively smaller ticket sizes have grown
at a much higher pace than larger ticket size loans between fiscal 2017 and fiscal 2021.
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Share of smaller ticket size loans in disbursements lower than X 10 lakhs increasing over past four years
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Note: Above data includes business loans reported in consumer bureaus of CICs
Source: CRIF Highmark, CRISIL Research

Lower ticket small business loan portfolio grew at higher CAGR compared to higher ticket size loans

Portfolio - \ fmmmmmmmmmm . R .
March 2021 v 1,717 v 1,622 . 8,267 !

®bilion) T

CAGR (FY17-21)

35%
30%
30%

25%

25%

21%

20%
15% F
10%

5%

0%
<10 lakhs 10-25 lakhs >25 lakhs

Note: Above data includes business loans reported in consumer bureaus of CICs
Source: CRIF Highmark, CRISIL Research

Penetration on small business loans is increasing in smaller cities

Over the years, share of smaller cities have increased in the small business loans segment owing to increasing penetration
of financial services and players focussing on the underserved customer segment. Share of loans outside top 50 cities has
increased from 58% in fiscal 2017 to 64% in fiscal 2021. Small business loans portfolio in smaller cities has grown at relative
higher CAGR compared to that in top 50 cities.
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Share of small business loans portfolio in smaller cities increasing over past four years
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1) Classification of districts is done based on population as per Census 2011.

2) Mumbai Metropolitan Region (MMR), National Capital Region (NCR), Bengaluru and Kanpur have each been considered as a district.
3) MMR includes Thane and Mumbai, NCR includes Delhi, Gurugram, Gautam Buddha Nagar, Ghaziabad and Faridabad, Bengaluru
includes Bangalore Urban and Bangalore Rural, Kanpur includes Kanpur Nagar and Kanpur Dehat

Source: CRIF Highmark, CRISIL Research

Small business loans portfolio in smaller cities grew at a higher CAGR than that in top 50 cities
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1) Classification of districts is done based on population as per Census 2011.

2) Mumbai Metropolitan Region (MMR), National Capital Region (NCR), Bengaluru and Kanpur have each been considered as a district.
3) MMR includes Thane and Mumbai, NCR includes Delhi, Gurugram, Gautam Buddha Nagar, Ghaziabad and Faridabad, Bengaluru
includes Bangalore Urban and Bangalore Rural, Kanpur includes Kanpur Nagar and Kanpur Dehat

Source: CRIF Highmark, CRISIL Research

Share of new to credit customers has been increasing in small business loans segment

Share of new to credit (NTC) customers has increased over the years, indicating increasing penetration of small business
loans. Overall, share of new to credit customers in small business loan segment with ticket size less than X 10 lakhs has
increased from 9% in fiscal 2017 to 25% in fiscal 2020. Among player groups, public sector banks have highest share of
NTC customers followed by NBFCs. Share of new to credit customers is much higher in small business loans of ticket size
less than % 10 lakhs compared to that of ticket size more than I 10 lakhs across players. In fiscal 2021, the proportion of
NTC customers in small business loans segment is estimated to have further increased to around 34%.
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Share of new to credit customer increasing across players
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Source: CRIF Highmark, CRISIL Research

Share of new to credit customers much higher for smaller ticket size loans (Fiscal 2020)
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State-wise analysis

The small business loans segment has been growing strongly with a four-year CAGR of 29% between fiscal 2017 and 2021.
However, there are wide variations across states and within various districts in the same state as well, which indicates latent
opportunity for offering loans to unserved or underserved customers. Based on the value of small business loans lower than
% 10 lakhs ticket size outstanding, the top 15 states accounted for 93% of the market size in this segment as of March 2021.
Tamil Nadu tops the list with the highest share of 15%, followed by Maharashtra (13%), Karnataka (9%), Rajasthan (8%)
and Gujarat (7%).

In the last four years, among the top 15 states, small business loans outstanding has grown at the fastest clip in West Bengal,
which exhibited growth of 57% CAGR, followed by Andhra Pradesh (40%) and Rajasthan (33%).

Top 15 states account for 93% of small business loans portfolio (March 2021)
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Source: CRIF Highmark, CRISIL Research

Among the top 15 states, in Rajasthan, Madhya Pradesh, Telangana and West Bengal, the top five districts (based on
outstanding) within the states have more than 80% concentration of credit outstanding and in Maharashtra, Karnataka,
Gujarat and Kerala, this concentration in the top five districts is more than 60%. In contrast, the dispersion in loans across
districts is far higher in Tamil Nadu and Uttar Pradesh, with the top 5 districts accounting for 54% and 52% of outstanding
loan, respectively, as of March 2021. This indicates wide variations in credit availability across districts in the same state as

well.

Amongst player groups, the share of NBFCs is highest at 67% in Rajasthan followed by Telangana (53%), Gujarat (49%)
and Madhya Pradesh (49%).

State-wise small business loans (of lower than X 10 lakhs ticket size)

Share of Growth in Share of
. state in Share of top NBFCs in
Stirell] EUEEss small Sirell 5 districts in small
Loans . Business Top 5 districts based on .
No. of . business . small business
State e outstanding as Loans small business loans .
districts loans . . business loans
of March 2021 outstanding outstanding
o market . loans market
( billion) (CAGR: .
(March FY17-21) outstanding (March
2021) 2021)
Tamil Nadu 32 253.1 15.2% 25% Thiruvallur, Kancheepuram, 37% 42%
Chennai, Coimbatore, Salem
Maharashtra 34 219.5 13.2% 31% Pune, Thane, Mumbai, Nashik, 54% 45%
Kolhapur
Karnataka 31 144.3 8.7% 30% Bangalore, Belgaum, Mysore, 52% 37%
Tumkur, Davanagere
Rajasthan 32 133.8 8.0% 33% Jaipur, Ajmer, Jodhpur, 46% 67%
Bhilwara, Alwar
Gujarat 26 124.8 7.5% 28% Ahmadabad, Surat, Rajkot, 60% 49%
Vadodara, Mahesana
Uttar Pradesh 72 119.0 7.1% 25% Ghaziabad, Lucknow, Agra, 30% 33%
Meerut, Saharanpur
Madhya 50 88.1 5.3% 33% Indore, Bhopal, Ujjain, Dewas, 44% 49%
Pradesh Dhar
Andhra 14 84.6 5.1% 40% Visakhapatnam, Krishna, East 61% 50%
Pradesh Godavari, Guntur, West
Godavari
West Bengal 19 82.8 5.0% 57% Kolkata, North Twenty Four 49% 21%
Parganas, South Twenty Four
Parganas, Barddhaman,
Murshidabad
Kerala 16 75.4 4.5% 25% Ernakulam, Kottayam, 62% 23%
Thiruvananthapuram, Thrissur,
Malappuram
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Share of Growth in Share of
. state in Share of top NBFCs in
Sma:ici‘l;]s;ness Sl Birsri]?ltlelss Top 5 districts based on 5 IS 7 s
State l_\lo. .Of outstanding as bLljsiness Loans small business loans S“?a“ bLIJSiHESS
EIITIEE of March 2021 oans outstanding outstanding SUEITESS oans
@ billion) market (CAGR: Ioans_ market
(March FY17-21) outstanding (March
2021) 2021)
Telangana 9 60.1 3.6% 26% Hyderabad, Rangareddy, 76% 53%
Karimnagar, Nalgonda,
Warangal
Punjab 20 47.8 2.9% 23% Ludhiana, Jalandhar, Amritsar, 58% 36%
Patiala, Sahibzada Ajit Singh
Nagar
Haryana 19 48.0 2.9% 28% Faridabad, Gurgaon, Panipat, 48% 43%
Karnal, Yamunanagar
Delhi 8 39.9 2.4% 25% North West Delhi, South 78% 46%
Delhi, West Delhi, East Delhi,
South West Delhi
Bihar 39 33.6 2.0% 29% Aurangabad, Patna, 45% 19%
Muzaffarpur, Gaya, Begusarai
Odisha 30 25.9 1.6% 34% Khordha, Cuttack, Baleshwar, 49% 23%
Puri, Ganjam
Assam 23 21.2 1.3% 29% Kamrup, Nagaon, Cachar, 40% 11%
Sonitpur, Sivasagar
Uttarakhand 14 16.2 1.0% 17% Dehradun, Hardwar, Udham 91% 39%
Singh Nagar, Nainital,
Garhwal
Chhattisgarh 19 16.8 1.0% 30% Raipur, Durg, Bilaspur, Janjgir 66% 43%
- Champa, Korba
Jharkhand 23 12.8 0.8% 33% Ranchi, Purbi Singhbhum, 66% 22%
Dhanbad, Bokaro, Hazaribagh
Himachal 12 7.4 0.4% 17% Kangra, Mandi, Solan, Shimla, 74% 15%
Pradesh Kullu
Goa 2 2.6 0.2% 21% North Goa, South Goa 100% 19%
Jammu & 16 3.0 0.2% 3% Jammu, Srinagar, Anantnag, 74% 15%
Kashmir Reasi, Kathua
Tripura 4 2.7 0.2% 87% West Tripura, South Tripura, 100% 6%
North Tripura, Dhalai
Manipur 9 1.6 0.1% 63% Imphal West, Imphal East, 83% 4%
Thoubal, Senapati,
Churachandpur
Meghalaya 6 1.0 0.1% 25% East Khasi Hills, West Khasi 96% 7%
Hills, West Garo Hills, West
Jaintia Hills, Ribhoi
Mizoram 7 0.3 0.0% 53% Aizawl, Lunglei, Champhai, 92% 3%
Kolasib, Lawngtlai
Nagaland 10 0.7 0.0% 24% Dimapur, Kohima, 98% 4%
Mokokchung, Wokha,
Zunheboto
Sikkim 4 0.5 0.0% 36% South Sikkim, North Sikkim, 100% 7%
West Sikkim, East Sikkim
Arunachal 13 0.2 0.0% 17% Papum Pare, Kurung Kumey, 85% 11%
Pradesh Lohit, East Siang, Lower

Subansiri

Note: Above data includes business loans given to MSMEs up to % 10 lakhs ticket size and reported in consumer bureaus of CICs. Number

of districts are as reported in the bureau data.

Source: CRIF Highmark, CRISIL Research

Small business loans will continue to grow at a strong pace

There is a huge demand supply gap in small business loan segment. With increasing presence of small business loans in
smaller cities and rising focus of lenders on underserved target customer segment, loan portfolio is expected to see a strong
growth in future. Going forward, CRISIL Research expects the small business loans portfolio to grow at 22% CAGR over
fiscal 2021 and 2024 aided by increasing lender focus and penetration of such loans, enhanced availability of data increasing
lender comfort while underwriting such loans, enhanced use of technology, newer players entering the segment, and
continued government support.

Small Business Loans of less than ¥ 10 lakhs ticket size to grow at 22% CAGR between fiscal 2021 and 2024
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Growth drivers
High credit gap in the target customer segment

Less than 15% of the 70 million odd MSMEs have access to formal credit in any manner as of March 2021. High risk
perception and the prohibitive cost of delivering services physically have constrained traditional institutions’ ability to
provide credit to underserved or unserved MSMEs, small business owners and self-employed individuals historically. As a
result, they are either self-financed or take credit from the unorganised sector. This untapped market offers huge growth
potential for financial institutions. As stated earlier, the credit gap was estimated at around X 58.4 trillion as of 2017 (Source:
IFC report named Financing India’s MSMEs released in November 2018), and is estimated to have widened further to
around % 79 trillion as of fiscal 2021. The credit gap is the highest in the case of sole proprietorship firms, which are estimated
to account for ~94% of the MSME universe in India, as per the IFC report.

Increased data availability and transparency

With increased digital initiatives by the MSMEs, the shift towards their formalisation and digitisation has created a plethora
of data points for lenders that would help improve the efficacy of credit assessment and gradually enable provision of credit
to hitherto underserved customer segments. For example, the quantum of retail digital payments has catapulted from X 140
trillion transaction in fiscal 2017 to % 353 trillion transactions in fiscal 2021. Within UPI, the quantum of person-to-merchant
payments has zoomed from % 1.2 trillion transaction in April to July 2020 to < 3.8 trillion transactions in April to July 2021.
This increase has created a digital footprint of customers, which can be potentially used for credit decision making, along
with other relevant parameters such as customer demographics, business details, credit score, and personal situation of the
borrower. While new data points are aiding customer assessment, some players like Five Star Business Finance perform
credit assessment without any documentation or supporting data points owing to the customer profile such players cater to.

Growth in branch network of players in small business loans segment

Over past few years, players offering small business loans segment have expanded their branch network with the intent to
serve a larger customer base. To illustrate, the cumulative branch network of five small business lenders (Five Star, Shriram
City Union, Vistaar, Veritas and Aye) has expanded at a 7% CAGR between fiscal 2018 and 2021, even while the NBFC
universe and the economy were impacted by the IL&FS crisis, a slowdown in growth. In fiscal 2020 and the Covid-19
pandemic. Five Star Business Finance witnessed a CAGR of 26% over the same period; it had 262 branches as of March
2021.

In the future also, we expect lenders with a strong focus on MSME lending and healthy competitive positioning to continue
to invest in branch expansion. With increasing branch network, customer acquisition and credit penetration of small business
loans will also increase.
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Number of branches have grown at 7% CAGR over fiscal 2018 and 2021
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Note: The above data includes branches for Five Star Business Finance, Shriram City Union Finance, Vistaar Finance, Veritas Finance
and Aye Finance
Source: Company Reports, CRISIL Research

Reduction in risk premiums due to information asymmetry

In the absence of reliable information about small businesses, it becomes difficult for lenders to assess the creditworthiness
of the borrower. Hence, lenders often charge a credit risk premium from these customers, leading to higher interest rates.
By leveraging technology and using a combination of traditional data (bureau data, financial statements, credit score), non-
traditional data (payments, telecom, provident fund contribution and psychometric data), and government data (Aadhaar,
GST), lenders would be able to gain greater insight into their customers’ data, thereby increasing the accuracy of customer
assessments. This would reduce the level of asymmetry in information and could lower the credit risk premium over a period
of time.

Increasing competition with entry of new players and partnerships between them

More players in consumer-facing businesses with a repository of data (such as e-commerce companies and payment service
providers) are expected to enter the lending business, intensifying competition. For example, In June 2018, Amazon India
launched a platform for lenders and sellers, wherein sellers can choose loan offers from various lenders at competitive rates.
In August 2021, Facebook partnered with Indifi Technologies to provide loans to small businesses that advertise on its
platform. Incumbent traditional lenders will increasingly leverage the network of their partners and/or digital ecosystem to
cross-sell products to existing customers, tap customers of other lenders, and also cater to new-to-credit customers. This will
expand the market the small busines loans.

Reduction in TAT and increased use of technology

With the availability of multiple data points and technological advancement, TAT for lending to MSMEs has been
continuously declining. This too will drive the demand for MSME loans.

Government initiatives
Credit Guarantee Fund Scheme extended to cover NBFCs

One of the major reasons why MSMES are credit-starved is the insistence by banks or financial institutions for the provision
of collateral against loans. Collaterals are not easily available with such enterprises, leading to a high risk perception and
higher interest rates for these MSMES. In order to address this issue, the government launched the Credit Guarantee Fund
Scheme under the aegis of the Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) in order to make
collateral-free credit available to micro and small enterprises.

Government initiatives addressing structural issues in the MSME market

The government has unveiled a number of initiatives aimed at addressing some of the structural issues plaguing small
business lending segment. These include granting licences to account aggregators, the Pradhan Mantri Mudra Yojana
(PMMY), unveiling Trades Receivables Discounting System (TReDS) platforms and the implementation of GST.

NBFCs increasing their presence in the small business loans segment

NBFCs have managed to carve out a strong presence in small business loans due to their focus on serving the needs of the
customer segment, faster turnaround time, customer service provided and expansion in geographic reach. As of fiscal 2021,
the cumulative market share of NBFCs in small business loans of less than X 10 lakhs ticket size outstanding is estimated to
be around 41%, which is higher than any other player groups.
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Over the years, the small business loan portfolio of NBFCs have grown at a faster rate than the overall small business loan
portfolio at a systemic level, clocking a CAGR of 31% over fiscals 2017 and 2021. Market share of NBFCs remained stable
between fiscal 2018 and 2019 due to demonetisation and the NBFC liquidity crisis but has increased subsequently. The
cumulative market share of NBFCs increased by 2 percentage points over fiscals 2017-2021. Going forward, we expect the
market share of NBFCs in this segment to continue to increase and touch 44% by fiscal 2024.

NBFCs continue to gain market share from banks in small business loans less than % 10 lakhs ticket size
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NBFCs have grown at faster pace compared to PSBs and private banks in small business loans less than X 10 lakhs
ticket size
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NBFCs have high share of small business loans disbursed (ticket size less than X 10 lakhs) compared to private sector banks
and public sector banks in fiscal 2021. These banks lend to more organised and formal customers with proper income
documentation and credit profile. In contrast, NBFCs lend to borrowers who may not have documented income proof, and
therefore, NBFCs rely greatly on their deep understanding of the target customer segment and ability to assess income and
cash flows of the customers through personal discussions or other alternate data for underwriting loans.
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NBFCs have highest share of its disbursement towards small business loans
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Within the small business loans (ticket size less than X 10 lakhs), NBFCs have 61% of loan portfolio in cities other than top
50 compared to PSBs and others which have 75% and 66% of their portfolio respectively in such cities. Private banks have
the lowest proportion of 60% of small business loans in cities outside the top 50. In other ticket sizes as well, similar trend
is observed with PSBs being relatively better penetrated in regions outside top 50 cities compared to NBFCs and private
banks being the least penetrated in such regions.

Business loans of ticket size less than ¥ 10 lakhs (March 2021)
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Business loans of ticket size more than X 25 lakhs (March 2021)

100%
90%
80%
0, L
oT 8%
50% 8% 19% 15%
40% 14%
30% F
20%
10% +
0%
PSBs Private Banks NBFCs Others
= Top 8 districts = Next 20 districts = Remaining districts in top 50
Next 51-100 districts = Next 100-200 districts m Other districts

Note: (1) Above data includes business loans given to MSMEs and reported in consumer bureaus of CICs
(2) Others includes player groups like Small Finance Banks, Foreign Banks, Regional Rural Banks
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(4) Mumbai Metropolitan Region (MMR), National Capital Region (NCR), Bengaluru and Kanpur have each been considered as a district.
(5) MMR includes Thane and Mumbai, NCR includes Delhi, Gurugram, Gautam Buddha Nagar, Ghaziabad and Faridabad, Bengaluru
includes Bangalore Urban and Bangalore Rural, Kanpur includes Kanpur Nagar and Kanpur Dehat

Key factors driving competitiveness of NBFCs

NBFCs in small business lending have, over the years, developed expertise in serving the underserved and niche customer
segments by developing customised products and building strong credit appraisal mechanisms to serve their target segment.
Moreover, their ability to penetrate deeper into geographies gives them the edge in serving these customers. Some NBFCs
have tailor made underwriting processes customised for the target segment they cater to which gives them an edge in
understanding and serving the customers as well as in maintaining their portfolio quality. For example, the Company is among
the select institutions to have developed an underwriting model that evaluates the cash-flows of small business owners and
self-employed individuals in the absence of traditional documentary proofs of income. NBFCs have also been leveraging
technology to efficiently manage the lending process, which has also helped them reduce the turnaround time.

Factors driving growth of NBFCs in small business loans
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Moreover, compared to different loan products like affordable housing loans, microfinance loans, auto loans and personal
loans, secured small business loans is one of the most attractive asset classes offering higher yields over a medium tenure
with good collateral quality and lower default risk as the loans are secured predominantly with SORP.

Market Size —
Portfolio
outstanding Ticket size Yields Typical tenure C(glds;tliietral Teggs;lfl)t/ W
March 2021 y
R trillion)
Secured property-backed 1.7 Small to High Medium Good Low
small Business Loans Medium
Secured non-LAP loans 12 Small to High Low Good Low
Medium
Microfinance loans 3.6 Small Medium Low No collateral Relatively High
Housing loan 22 Large Medium High Very good Low
Auto Loans 9.5 Small to Low to Medium | Low to medium Moderate Medium
Medium
Personal Loans 11 Small High Low No collateral Medium to
High

Source: CRISIL Research

Small business loans market consists of highly heterogeneous players

In absolute terms, the aggregate size of lending in the small business loans segment is estimated to be around 1.7 trillion as
of March 2021. There are various kind of players serving this segment including Banks, NBFCs, Small Finance Banks, and
Microfinance Institutions that offer loans to self-employed individuals, micro-entrepreneurs as well as MSMEs. While banks
offering business loans and loans against property to MSMESs serve a very different customer segment mainly comprising
registered MSMEs with documented income and certain annual turnover, other players serve customer segments who may
not have appropriate income proofs on paper.

Players across the NBFC spectrum offering business loans can be classified as below:

Larger NBFCs offering diversified loan products including business loans, both unsecured as well as secured, loans
against property and products in other loan segments like commercial vehicles, personal loans, etc. These include
larger players like Bajaj Finance, HDB Financial Services, and Hero Fincorp.

NBFCs offering loans for business purpose, but backed with property (residential property in almost all cases) as
collateral. Examples of such NBFCs include Five Star Business Finance, Veritas Finance, and Vistaar Financial
Services.

NBFCs offering collateral-backed loans such as machinery loans for the purpose of funding capex requirements of
MSMEs. These include players like Electronica Finance and MAS Financial Services.

Fintechs, mainly offering unsecured loans to traders and the services segments, on the basis of digital underwriting
models based on firm-specific demographic data, bureau scrub, bank statement analysis, GST returns and other
behavioural or segment-specific data. For example, Neogrowth Credit, Lending Kart, Capital Float, and Indifi
Technologies

Microfinance players offering loans in rural and underpenetrated areas through joint-liability groups, most of which
are towards income-generation activities. Major microfinance players with an NBFC-MFI licence include Credit
Access Grameen, Spandana Sphoorty, Satin Creditcare Network, Asirvad Microfinance, and Muthoot Microfinance

Small Finance Banks with significant portfolio towards MSME loans. These include AU Small Finance Bank,
Equitas Small Finance Bank (which offers micro finance as well as small business loans) and Capital Small Finance
Bank.

Key Industry Parameters

NBFCs offering

Large diversified
NBFCs

secured business
loans backed by
property as collateral

Fintechs

Microfinance
Institutions

Small Finance Banks

Average ticket size

Z 12 lakhs to 25 lakhs

Z 3 lakhs to 10 lakhs

Z 5 lakhs to 10 lakhs

% 20,000-% 40,000

Z 5 lakhs to 10 lakhs

Nature of loans

Secured: 50-60%

Secured: 100%

Secured: 0%

Secured: 0%

Secured: (80-90%)

Average interest rate

18-20%

20-25%

24-30%

18-22%

12-18%

Average contractual
tenure

36-60 months

60-96 months

18-36 months

12-24 months

12-36 months

Average GNPA (as of
March 2021)

2.9%

2.0%

4.3%

3.2%

4.1%
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NBFCs offering
Large diversified secured business c Microfinance .
NBFCs loans backed by HTRES Institutions St ell) e BEm
property as collateral
NIMs (FY21) 8.9% 11.8% 11.7% 10.5% 6.9%
Credit cost (FY21) 4.6% 1.4% 7.7% 6.0% 2.2%
Cost to Income Ratio | 25% 25% 32% 39% 54%
(FY21)
RoA (FY21) 2.1% 5.3% Negative 0.8% 1.5%
RoE (FY21) 10% 13% Negative 3% 11.5%
Documentation Financial Statements, Combination of ID Proofs, Bank 1D Proofs, Proof of Income statements, 1D
P&L, Account, traditional and non- Statements, Proof of business Proof, KYC
Balance Sheets, Bank | traditional sources. business documents, Bank
Statements Use of information Statements.
available in public and
private domains

Source: CRISIL Research

Comparison of various players based on yield on advances, average ticket size and portfolio type (FY21)

Yield less than 16%

Yield between 16% and 22%

Yield more than 22%

Average ticket size more than or
equal to X 10 lakhs

Bajaj Finance
Ugro Capital
SBFC Finance

Capri Global

Poonawala Fincorp

Shriram City Union Finance
Equitas Small Finance Bank

Neogrowth

Average ticket size between X 5
lakhs and % 10 lakhs

HDB Financial Services
AU Small Finance Bank

Lendingkart
Finova Capital
Riviera Investors

Average ticket size less than % 5
lakhs

CapFloat Financial Services

Veritas Finance
Five-Star Business Finance

Aye Finance
Average ticket size less than ¥ 1 Credit Access Grameen Spandana Sphoorty Financial
lakhs Satin Creditcare Network Services

Asirvad Microfinance
Muthoot Microfin

Source: Company Reports, CRISIL Research

Comparison of players based on secured and unsecured loans mix in small business loans

0-10% secured

portfolio

50-80% secured

. portfolio

1. Meogrowth Credit (6.4%)

2. Lending Kart (2.5%)

3. Riveria Investors (9.1%)

4. CapFloat Financial Services { 3.9%)
5. NBFC-MFls (9.0%)

GNPA Ratio (FY21) 8-9%

Source: Company reports, CRISIL Research

1. HDB Financial Services (4.5%)
2. Ugro Capital (2.7%)

4-5%
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80-100% secured
portfolio

1. Shriram City Union Finance (6.4%)
2. Equitas Small Finance Bank (3.3%)
3. AU Small Finance Bank (2.5%)

4. Small Business Fincredit (NA)

5. Finova Capital {1.9%)

6. Veritas Finance (2.7%)

7. Vistaar Financial (3.3%)

8. Five Star Business Finance {1.0%)
8. Capri Global (5.5%)




Comparison of various players based on portfolio size, portfolio growth and GNPA ratio (FY21)

Lending Kart (AUM: 135%) 80%  AUM growth
Fivestar Business Finance {CAGR FY18-21)
Veritas Finance T0%
Riviera Investors® Finova Capital G0%
) Aye Finance
Capri Global RO
Spandana Sphoorty
Financial Services SBFC
Equitas SFB Asirvad 40%
Microfinance®
Credit Access Grameen AU SFB 0%
Satin Creditcare Metwork,  Muthoot Microfin Bajaj Finance
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Source: Company Reports, CRISIL Research

Key success factors for NBFCs offering secured Small Business Loans
Strong branch network and deep understanding of the target customer segment and micro markets

Players need to have a clear and deeper understanding of their target customer segment, the micro markets they operate in
and develop a strong local network. The strong network helps players to source business from niche customer category as
also obtaining references from their existing customers.

Strong underwriting capabilities along with process standardisation to control operating costs

Customers in small business finance segment are generally self-employed non-professionals (carpenter, plumber, vegetable
vendor, small shop keepers, etc.) and micro-entrepreneurs, people who may not have income proofs. Given the lack of income
proofs, the underwriting process typically requires detailed personal discussion with the borrower as well as acquaintances
and neighbours to assess the source of income and pattern of cash inflows and outflows as well as the stability and behavioural
aspects of the customer.

On-the-ground presence to manage collections and maintain portfolio quality

Additionally, given that players in the segment typically cater to the lower income customer segment, many of whom may not
be financially literate, a strong focus on collections and monitoring risk of default at customer level is vital to manage asset
quality.

Collateral risk management

Properties that are used as collateral for small business loans sometimes lack proper property titles, especially in the outskirts
of large cities, semi-urban and rural areas. With better availability of information and due diligence by the technical team,
players can mitigate the risk.

145



NBFC profitability to take a hit due to higher credit cost

Asset quality across various lenders

GNPA Ratio
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Note: Above data includes business loans given to MSMEs upto < 10 lakhs ticket size and reported in consumer bureaus of CICs, Others
includes player groups like Small Finance Banks, Foreign Banks, Regional Rural Banks
Source: CRIF Highmark, CRISIL Research

Small business loan portfolio of NBFCs exhibit better asset quality compared to overall portfolio
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Note: Above data includes business loans given to MSMEs and reported in consumer bureaus of CICs
Source: CRISIL Research
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Trend in credit cost of players in small business loan segment

Credit cost to average total assets (%)
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Note: The above data includes numbers for Five Star Business Finance, Aye Finance, Shriram City Union Finance, Veritas Finance,
Vistaar Finance, Lendingkart and Digikredit Finance
Source: Company Reports, CRISIL Research

Player wise credit cost trend

Credit cost as a % of total assets FY17 FY18 FY19 FY20 FY21
Five Star Business Finance 0.6% 1.0% 0.4% 1.5% 0.7%
Aye Finance 0.8% 1.7% 2.7% 4.0% 2.7%
Shriram City Union Finance 4.0% 3.9% 2.8% 2.9% 2.6%
Veritas Finance 1.4% 1.1% 0.6% 1.0% 2.0%
Vistaar Financial 2.9% 3.2% 3.0% 3.0% 2.7%
Lendingkart 3.7% 6.4% 4.4% 5.7% 6.9%
Digikredit Finance NA NA 0.7% 5.0% 10.9%

Source: Company Reports, CRISIL Research
Asset quality for NBFCs to moderate in fiscal 2022

GNPAs in small business loans below X 10 lakhs for NBFCs has remained in the range of 4-4.5% for two years ending
March 2019 after increasing post demonetisation in fiscal 2018. Asset quality deteriorated in fiscal 2020 and 2021 owing to
impact on customers due to the covid-19 pandemic and GNPA ratio increased by 170 basis points to reach 6.3% compared
to that as of March 2020 (4.6%). The deterioration in asset quality would have been worse, if it had not been for the support
provided by the emergency credit line scheme of the government and restructuring of loans allowed by the RBI. While some
portion of the portfolio has got restructured, GNPA has still increased in fiscal 2021.

Peer benchmarking

Five Star Business Finance is focused on providing secured business loans to micro entrepreneurs and self-employed
individuals who are largely ignored by the formal financial system. In this section, we have compared Five Star Business
Finance Limited (Five Star) with other NBFCs and HFCs as also small finance banks (SFBs) focused on serving the target
segment served by Five Star i.e. self-employed entrepreneurs running small businesses and operating in a similar ticket size
band. The peer comparison has been done on the basis of the latest available data for fiscal 2021.

In our assessment, we have considered NBFCs present in secured small business loans, namely Shriram City Union Finance
(SCUF), Vistaar Financial Services Private Limited (Vistaar), and Veritas Finance Private Limited (Veritas). AU Small
Finance Bank (AUSFB) that provides secured small business loans has also been included in our assessment. In addition,
mortgage loan providers targeting a similar customer profile as Five-Star — Aavas Financiers Ltd (Aavas), Aptus Value
Housing Finance India Limited (Aptus) and Home First Finance Company India Limited (Home First) have been included
in our peer list. Besides, we have considered players providing unsecured small business loan such as Lendingkart
Technologies Private Limited (Lendingkart), Digikredit Finance Private Limited (Digikredit) and Aye Finance Private
Limited (Aye Finance). For purposes of the discussion below, lenders engaged in extending MSME business loans include
Shriram City Union Finance, Five Star Business Finance, Lendingkart, Vistaar, Veritas, Aye Finance and Digikredit,
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Five Star one of the fastest growing NBFC among the compared peers

Five Star recorded the third fastest AUM growth of 86% CAGR over fiscal 2016-21 among the compared peers. Over fiscal
2017-21 as well, Five Star recorded the third fastest AUM growth of 73%. Five Star reported 2" fastest disbursement growth
of 107% CAGR over fiscal 2016-2020, next only to Veritas Finance (241%). In terms of absolute size of portfolio, AUSFB,
SCUF and Five-Star are the largest players in small business loans segment.

AUM CAGR CAGR
@ billion) FY16 FY17 FY18 FY19 FY20 FY21 (FY16-21) (FY17-21)
AU SFB” NA 38 59 79 113 144 39%* 39%
SCUF” 105 127 155 177 166 151 8% 4%
Aavas 17 27 41 59 78 95 41% 37%
Five Star 2 10 21 39 44 86% 73%
Home First 5 8 14 24 36 41 50% 49%
Aptus 5 8 14 22 32 41 50% 48%
Lending kart 0.5 2 4 14 24 25 119% 98%
Vistaar 8 11 13 14 19 21 20% 16%
Veritas 0.1 1 3 7 13 16 203% 103%
Aye Finance NA 5 10 18 16 58%* 58%
Digikredit NA NA 0 2 4 5) 193%** 193%**
Note: (") Data pertains to small business loans and MSME portfolio, (*) CAGR for FY17-21, (**) CAGR for FY18-21
NA - Not available;
Source: Company reports, Rating reports, CRISIL Research
Disbursement CAGR
@ billion) FY16 FY17 FY18 FY19 FY20 FY21 (FY16.20)
AU SFB” NA 20 30 37 49 47 34%**
SCUF” 82 91 103 104 73 32 -3%
Aavas 11 14 21 27 29 27 29%
Five Star 1 4 15 15 24 12 107%
Home First 3 4 7 16 16 11 56%
Aptus 3 4 8 11 13 13 50%
Lendingkart NA NA NA 17 24 NA NM
Vistaar 6 7 7 8 9 6 11%
Veritas 0.1 1 3 6 8 6 241%
Aye Finance NA NA 5 10 16 NA 82%*
Digikredit NA NA NA NA NA NA NM
Note: (*) Data pertains to small business loans and MSME portfolio, (**) CAGR for FY17-20 (*) CAGR for FY18-20
NA - Not available; NM: Not meaningful.
Source: Company reports, Rating reports, CRISIL Research
. 9% share of AUM Disbursement
welail o Secured Portfolio FY20 FY21 FY20 FY21
AU SFB* 100% 113 144 48.7 46.6
SCUF* 88% 166 151 73 32
Aavas 100% 78 95 29 27
Five Star 100% 39 44 24 12
Home First 100% 36 41 16 11
Aptus 100% 32 41 13 13
Lendingkart 0% 24 25 24 NA
Vistaar 100% 19 21 9 6
Veritas 100% 13 16 8 6
Aye Finance 0% 18 16 16 NA
Digikredit 14% 4 5 NA NA

Notes: Players are arranged in descending order of AUM
*AUM and disbursement data for MSME/Small business loan segment; ~Estimated based on advances growth
NA - Not available; NM: Not meaningful.
Source: Company reports, Rating reports, CRISIL Research
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Operational efficiency

Five Star AUM per branch has increased to X 170 million in fiscal 2021 from R 122 milion in fiscal 2019; Five Star has one
of the largest branch networks amongst non-banks

Five Star reported the fastest growth of 68% annual growth in number of employees over fiscal 2016 and 2021 followed by
Aavas Financiers (52%). Five Star also recorded the fourth highest AUM per employee and disbursement per employee on an
average between fiscals 2019 and 2021.

Five Star reported 3™ fastest growth in terms of branch count over fiscal 2016-21 after Veritas and Aavas Financiers. With
262 branches as of March 2021, Five-Star has one of the largest branch networks amongst the non-bank universe, next only
to SCUF and Aavas amongst the peer set. Despite increasing the number of branches, its AUM per branch has increased by
18% CAGR to X 170 million over fiscal 2019-21. While its AUM per branch is lower as compared to lenders focused on
mortgage loans, they are higher as compared to other lenders focused on MSME financing who have a branch-focused
business model (by around 1.5-2.0 times). This is also reflected its cost-to-income ratio which is much lower than other MSME
focused lenders. Fintech lenders in the unsecured MSME loans space operate with minimal branch infrastructure on the ground
and hence do not have relatable branch productivity matrices, but their cost-to-income ratios also are higher compared to Five
Star.

The branch productivity has also to be viewed in the context of the segment and ticket sizes in which a company operates.
Five Star’s average ticket sizes, at around % 255,000 in fiscal 2021, is the lowest compared to other players considered in the
peer set.

Trend in average ticket sizes for players

Average ticket size FY17 FY18 FY19 FY20 FY21

AU SFB NA NA NA 10.5 6.7
SCUF NA NA 10 12.5 12.5
Aavas 8.6 8.6 8.6 8.4 8.5
Five Star NA 3.75 3.37 3.14 2.59
Home First 9.6 10.5 10.3 10.1 10
Aptus 75 8.25 7.4 7.2 7
Lendingkart b 7 6 5 6
Vistaar NA NA NA NA 5*
Veritas NA NA 25 35 35
Aye Finance NA NA NA NA NA
Digikredit NA NA 7.2 NA NA

Source: Company reports. Rating reports, CRISIL Research

Trend in number of branches for players

Branches FY16 FY17 FY18 FY19 FY20 FY21 CAG’;]_()FY]'G_

AU SFB 291 301 377 558 647 744 21%
SCUF 976 998 969 969 909 926 -1%
Aavas 44 94 165 210 250 280 45%
Five Star 73 103 130 173 252 262 29%
Home First NA NA 45 60 68 72 17%*
Aptus 70 80 115 142 175 190 22%
Lendingkart NA NA NA NA NA NA NM
Vistaar 198 201 225 220 216 191 -1%
Veritas 5 38 72 147 202 204 69%
Aye Finance NA NA 72 104 173 211 43%*
Digikredit NA NA NA 15 25 18 10%"

Note: (*) CAGR for FY18-21, (*) CAGR for FY19-21

NA - Not available; NM — Not meaningful

Source: Company reports, Rating reports, CRISIL Research

Trend in number of employees for players
Employees FY16 FY17 Fyis FY19 FY20 FY21 CAGFél()F el

AU SFB 5,072 8,515 11,151 12,623 17,112 22,484 35%
SCUF 25,472 26,783 28,665 27,267 28,699 24,963 0%
Aavas 704 940 1,862 3,190 4,581 5,679 52%
Five Star 293 691 1,290 1,971 3,734 3,938 68%

149



Home First 175 200 382 675 696 687 31%
Aptus NA NA 1,000 1,300 1,702 1,913 24%*
Lendingkart NA NA NA NA NA NA NM
Vistaar 2,125 2,337 2,107 2,188 1,847 1,660 -5%
Veritas NA NA 719 1,422 1,850 2,333 48%*
Aye Finance NA NA 1,085 1,887 3,162 NA 71%"
Digikredit NA NA NA NA NA NA NM

Note: (*) CAGR for FY18-21, (") CAGR for FY18-20
NA - Not available; NM — Not meaningful
Source: Company reports, Rating reports, CRISIL Research

AUM per branch (Z million) Disbursement per branch (2 million)
Average Average
FY19 FY20 FY21 (FY19-21) FY19 FY20 FY21 (FY19-21)
AU SFB* 154 174 193 174 66 75 63 68
SCUF* 160 183 183 176 107 108 79 98
Aavas 283 312 338 311 127 117 95 113
Five Star 122 154 170 149 86 96 48 76
Home First 407 532 575 505 262 238 152 217
Aptus 158 182 214 185 77 73 68 73
Lendingkart NA NA NA NM NA NA NA NM
Vistaar 66 87 108 87 34 42 30 36
Veritas 51 64 77 64 38 42 30 37
Aye Finance 101 103 74 92 96 94 NA 95@
Digikredit 132 153 253 179 NA NA NA NM

Note: (*) Data pertains to small business loans and MSME portfolio, @Average for FY19-20;
NA - Not available; NM - Not meaningful
Source: Company reports, CRISIL Research

AUM per employee (Z million) Disbursement per employee (2 million)
Average Average
FY19 FY20 FY21 (FY19-21) FY19 FY20 FY21 (FY19-21)
AU SFB” 6.8 6.6 6.4 6.6 2.9 2.8 2.1 2.6
SCUF™ 5.4 6.5 5.8 5.9 3.6 3.8 25 3.3
Aavas 18.6 17.0 16.6 17.4 8.4 6.4 4.7 6.5
Five Star 10.7 10.4 11.3 10.8 7.5 6.5 3.2 5.7
Home First 36.2 52.0 60.3 49.5 233 23.2 16.0 20.8
Aptus 17.2 18.7 21.3 19.1 8.4 7.5 6.8 7.5
Lendingkart NA NA NA NM NA NA NA NM
Vistaar 6.6 10.2 12.4 9.7 3.5 4.9 3.5 4.0
Veritas 5.2 7.0 6.7 6.3 3.9 45 2.6 3.7
Aye Finance 5.5 5.6 NA 5.6* 5.3 5.1 NA 5.2*
Digikredit NA NA NA NM NA NA NA NM

Note: (*) Data pertains to small business loans and MSME portfolio, *Average for FY19-20; NA - Not available; NM - Not meaningful
Source: Company reports, CRISIL Research

Cost to income ratio Opex (%)
Average Average
FY19 FY20 FY21 (FY19-21) FY19 FY20 FY21 (FY19-21)
AU SFB 92.8% 65.6% 50.2% 69.5% 4.4% 3.9% 3.5% 4.0%
SCUF 40.5% 43.3% 38.3% 40.7% 5.3% 5.0% 4.2% 4.8%
Aavas 47.8% 49.5% 48.1% 48.4% 3.9% 3.5% 3.1% 3.5%
Five Star 34.9% 33.6% 31.3% 33.3% 6.1% 5.1% 4.2% 5.2%
Home First 59.9% 49.0% 41.7% 50.2% 3.8% 3.4% 2.6% 3.3%
Aptus 31.5% 27.1% 23.2% 27.3% 3.6% 2.9% 2.4% 2.9%
Lendingkart 79.9% 67.6% NA 73.8%* 8.6% 8.6% NA 8.6%*
Vistaar 61.0% 57.0% 47.6% 55.2% 8.8% 7.5% 5.2% 7.2%
Veritas 78.5% 70.9% 55.0% 68.1% 8.8% 7.6% 5.8% 7.4%
Aye Finance 70.9% 64.5% 72.4% 69.3% 9.9% 10.1% 9.0% 9.7%
Digikredit 349.1% 357.0% 246.9% 317.7% 41.5% 29.7% 21.4% 30.9%
*Average for FY19-20; NA - Not available; NM - Not meaningful
Source: Company reports, CRISIL Research
Product mix
Five Star has been focusing on providing secured loans to micro-entrepreneurs and self-employed individuals.
FY21 Business Iogns and Vehicle/Auto Home LAP Gold loans Large and mid- Others
MSME Finance Loans loans corporate loans
AU SFB 41% 37% 4% - - 9% 10%
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FYy21 Business Io_ans and Vehicle/Auto Home LAP Gold loans Large and mid- Others
MSME Finance Loans loans corporate loans

SCUF 51% 25% - 1% 13% - 10%
Aavas - - 74% - - - 26%
Five Star 63% - - - - - 37%
Home First - - 97% - - - 3%
Aptus 26% - 52% 22% - - -
Lendingkart 100% - - - - - R
Vistaar 98% - - = = = 204
Veritas 96%* - - - - - 4%
Aye Finance 100% - o = = - -
Digikredit 86% - - 14% - - -

Note: *Includes construction finance loans, Others for Five star are for asset creation and other end uses of the customers

Source: Company reports, CRISIL Research

Five Star average ticket size is the lowest among the compared peers

Average ticket size Share of Self- Share of New to No. of states and
il ’ ((9) AEEIEIRN employed credit UTs present in
AU SFB 670,000 NA 62%** 25%** 17
SCUF 1,250,000 NA 100% NA 15
Aavas 849,000 55% 65% NA 11
Five Star 259,000 ~45% 100% 30% 9
Home First 1,050,000 70% 27% 31% 11
Aptus 620,000 39% 2% 40% 4
Lendingkart 600,000 NM 100% NA 33
Vistaar 500,000* 45% 100% NA 14
Veritas 350,000 50%" 99.9% NA 9
Aye Finance NA NA 100% NA 18
Digikredit 720,000 NA 100% NA 3

(*) Minimum ticket size; (*) Maximum ticket size; (**) For overall portfolio, NA - Not available; NM: Not meaningful
Source: Company reports, CRISIL Research

Most players tend to have geographically concentrated portfolios

It is observed that all players in the considered peer set have a significant portion of their portfolio (between 33-53%)
emanating from the largest state in their respective portfolios. This is because strong understanding of the regional dynamics,
local market connect and understanding of customer psyche and behaviour are extremely critical to succeed in the customer
segment these players cater to. Therefore, players prefer to start slow and mine deeper in various geographies only once they
have a reasonable degree of comfort with the regional dynamics and observed data on customer behaviour.

Five Star is a South-based player with the top 4 southern states accounting for 95% of AUM as of March 2021. The company
has, however, started spreading its portfolio to other states including Maharashtra, Madhya Pradesh, Chandigarh and Uttar
Pradesh.

Statewise distribution of AUM

FY21 Share of top state Name of top 5 states
AU SFB 40.0% Rajasthan (40%), Madhya Pradesh (17%), Maharashtra (13%), Gujarat (10%) and Delhi (8%)
SCUF NA NA
Aavas* 33.9% Rajasthan (34%), Maharashtra (16%), Madhya Pradesh (14%), Gujarat (14%) and Uttar Pradesh (8%)
Five Star 41.0% Tamil Nadu (41%), Andhra Pradesh (28%), Telangana (18%), Karnataka (7%) and Others (5%)
Home First 38.2% Gujarat (38%), Maharashtra (19%), Tamil Nadu (11%), Karnataka (9%) and Rajasthan (6%)
Aptus 52.3% Tamil Nadu (52%), Andhra Pradesh (27%), Karnataka (10%) and Telangana (10%)
Lendingkart 15%" NA
Vistaar 36.0% Tamil Nadu (36%), Karnataka (14%), Maharashtra (13%), Madhya Pradesh (10%) and Gujarat (10%)
Veritas 45.0% Tamil Nadu (45%), West Bengal (23%), Karnataka (8%), Telangana (8%) and Odisha (6%)
Aye Finance NA NA
Digikredit NA NA

Figures in the bracket after each state relate to the share of the state in the AUM of the respective company
*Based on distribution of branches; ~Less than 15%; NA — Not available
Source: Company reports, CRISIL Research

151




Profitability
Five Star has the highest NIMs amongst compared peers

Among the compared peers, Five Star has the highest NIMs (average of 15.1%) over fiscal 2019-21, which can be attributed
to the strong yields it has been able to charge as a result of specific focus on the target segment. Five Star has the second
highest yield on advances of 24.3% over fiscal 2019-21, next only to Aye Finance. Five Star’s opex as a proportion of
average assets contracted by 189 bps to 4.2% in fiscal 2021 from 6.1% in fiscal 2019 due to higher operating leverage. The
extent of opex reduction, in the case of Five Star, was higher than any of its peers in the MSME financing business, with the
exception of Veritas. Entities involved in mortgage loans had a lower opex to average assets ratio.

Five Star the highest RoA amongst the compared peers over fiscal 2019-21

Five Star posted the highest RoA between fiscal 2019 and 2021, with its average RoA over this time period being 7.9%.
Despite the pandemic in fiscal 2021, the company has posted a strong RoA of 7.1%, and the next best was Aptus with 6.5%
in fiscal 2021. Five Star also has the second best RoE of 16.8% after AU SFB in fiscal 2021. Five star witnessed highest
growth in PAT over fiscal 2016 and 2021.

In terms of net profit margin as well, Five Star has the second highest net profit margin of 34% in fiscal 2021 after Aptus
Value Housing Finance (41%). Among the players engaged in extending MSME business loans, Five Star tops the list with
highest net profit margin in fiscal 2021 as well as highest average net profit margin between fiscal 2019 and 2021.

Yield on advances (%) NIMs (%)
Average Average

FY19 FY20 FY21 (FY19-21) FY19 FY20 FY21 (FY19-21)
AU SFB 15.0%# 15.5%# 15.1%" 15.2% 3.0% 2.9% 2.9% 2.9%
SCUF 21.1% 20.9% 20.1% 20.7% 12.7% 11.4% 10.1% 11.4%
Aavas 13.9% 13.5% 13.1% 13.5% 6.3% 5.7% 5.3% 5.8%
Five Star 24.3% 24.2% 24.3% 24.3% 17.2% 14.9% 13.2% 15.1%
Home First 12.8% 13.3% 12.7% 13.0% 4.7% 5.0% 4.6% 4.8%
Aptus 17.2% 17.6% 17.1% 17.3% 10.3% 9.3% 9.7% 9.8%
Lendingkart 23.1% 24.7% NA 23.9%* 10.1% 11.7% NA 10.9%*
Vistaar 21.6% 20.7% 19.2% 20.5% 14.0% 12.0% 9.9% 12.0%
Veritas 22.1% 24.9% 23.4% 23.5% 10.2% 9.9% 10.2% 10.1%
Aye Finance 25.0% 28.5% 27.3% 26.9% 12.0% 15.0% 11.9% 13.0%
Digikredit 21.3% 26.1% 21.8% 23.1% 5.1% 6.0% 6.4% 5.8%

*Average for FY19-20; "Book yield for MSME/Small business loan (SBL) segment; # Disbursement yield for MSME/SBLsegment
NA - Not available.
Source: Company reports, CRISIL Research

Cost of funds (%) FY19 FY20 Fy21 (?\ﬁﬁgi)

AU SFB 7.4% 7.4% 6.5% 7.1%

SCUF 11.0% 11.4% 11.0% 11.1%

Aavas 8.0% 7.9% 7.8% 7.9%

Five Star 10.1% 13.1% 11.2% 11.5%

Home First 10.3% 9.4% 7.9% 9.2%

Aptus 9.5% 10.2% 9.1% 9.6%

Lendingkart 11.5% 13.5% NA 12.5%*

Vistaar 11.0% 10.8% 10.2% 10.7%

Veritas 9.0% 13.2% 10.7% 11.0%

Aye Finance 12.2% 13.1% 14.1% 13.1%

Digikredit 17.9% 18.5% 12.7% 16.3%
*Average for FY19-20; NA - Not available; NM — Not meaningful
Source: Company reports, CRISIL Research

PAT (X million) FY16 FY17 FY18 FY19 FY20 FY21 (Fc\:(pl\gsl)

AU SFB 2,110 8,220 2,920 3,820 6,750 11,710 41%
SCUF 5,300 5,560 7,109 9,889 10,005 10,109 14%
Aavas 321 579 931 1,759 2,491 2,895 55%
Five Star 137 196 534 1,567 2,620 3,590 92%
Home First 60 88 252 422 796 1,001 76%
Aptus 175 372 667 1,117 2,110 2,669 2%
Lendingkart 37) (141) (523) (39) (216) (285) NM
Vistaar 249 334 326 337 450 648 21%
Veritas (19) (28) 61 205 333 620 59%*

152




PAT (% million) FY16 FY17 FY18 FY19 FY20 FY21 (FS{??—Z)
Aye Finance (41) (72) 23 251 325 169 49%*
Digikredit NA NA (48) (149) (392) (491) NM
Note: *CAGR for FY18-21; NA - Not available; NM — Not meaningful
Source: Company reports, CRISIL Research

PAT ( million) FY19 FY20 FY21 Average

AU SFB 11% 14% 18% (FY19-21)
SCUF 17% 17% 17% 14%
Aavas 25% 28% 26% 17%
Five Star 38% 33% 34% 26%
Home First 16% 19% 20% 35%
Aptus 33% 40% 41% 18%
Lendingkart -2% -5% -6% 38%
Vistaar 11% 12% 16% -4%
Veritas 15% 12% 17% 13%
Aye Finance 12% 8% 4% 15%
Digikredit -66% -83% -86% 8%
Source: Company reports. Rating reports, CRISIL Research
RoA (%) ROE (%)
FY19 FY20 Fy21 (?\Xiggi) FY19 FY20 Fy21 (?\‘;‘iﬁgi)
AU SFB 1.6% 1.9% 1.3%* 1.6% 14.0% 17.9% 12%* 14.6%
SCUF 3.5% 3.3% 3.1% 3.3% 16.6% 14.7% 13.2% 14.8%
Aavas 3.6% 3.8% 3.5% 3.6% 11.6% 12.7% 12.9% 12.4%
Five Star 8.9% 7.8% 7.1% 7.9% 16.0% 15.8% 16.8% 16.2%
Home First 2.2% 2.7% 2.5% 2.5% 9.8% 10.9% 8.7% 9.8%
Aptus 5.9% 7.0% 6.5% 6.4% 17.4% 17.5% 14.5% 16.5%
Lendingkart -0.3% -1.0% -1.1% -0.8% -1.1% -3.2% -3.5% -2.6%
Vistaar 2.3% 2.5% 3.0% 2.6% 5.8% 7.3% 9.6% 7.6%
Veritas 2.7% 2.3% 3.1% 2.7% 6.7% 5.3% 7.3% 6.4%
Aye Finance 2.8% 2.0% 0.8% 1.9% 8.6% 6.4% 2.7% 5.9%
Digikredit -16.9% -18.9% -17.9% -17.9% -42.6% -41.2% -46.3% -43.4%

Note: * In calculation of RoA and RoE, PAT excludes profit on sale of Aavas stake for AU SFB. Inclusing it, the RoA is 2.5% and RoE is
23.4%

Return on assets (RoA) computed above is defined as profit after tax for the year divided by the average of the opening and closing total
assets for the year as reported in the annual reports / public disclosures for these companies. The information contained in this table may
deviate from the methodology that individual companies (including Five Star) may use to calculate Return on assets and as such, investors
are advised to read that data together with the corresponding definition used for computing the Return on assets therein

Source: Company reports, CRISIL Research

Five Star has the third best asset quality among the compared peers; best asset quality amongst MSME focused
lenders

Among the compared peers, Five Star is among the three best in terms Gross NPA ratio for fiscal 2021. It also has the best
asset quality amongst lenders engaged in extending MSME business loans with GNPA ratio of 1.02% in fiscal 2021
compared to other lenders reporting 90+ dpd in excess of 2%. It also has the second lowest credit cost of 1.5% in fiscal 2020
and lowest credit cost of 0.7% in fiscal 2021 among the compared peers engaged in extending MSME loans in fiscal 2021,
given its asset quality.

Average
GNPA FY16 FY17 FY18 FY19 FY20 FY21 (FY16-gl)
AU SFB 0.88% 1.90% 2.00% 2.00% 1.90% 2.50% 1.86%
SCUF 5.15% 6.20% 9.41% 8.91% 7.90% 6.37% 7.32%
Aavas 0.48% 0.63% 0.34% 0.47% 0.46% 0.98% 0.56%
Five Star NA 2.50% 1.80% 0.87% 1.37% 1.02% 1.51%*
Home First 0.39% 0.69% 0.59% 0.8% 1.0% 1.80% 0.88%
Aptus 0.41% 0.45% 0.50% 0.40% 0.70% 0.68% 0.52%
Lendingkart 0.43% 3.78% 2.11% 1.30% 2.18% 2.47% 2.05%
Vistaar 2% 3% 3.95% 3.39% 3.67% 3.25% 3.15%
Veritas 0.00% 0.97% 0.74% 0.90% 1.86% 2.70% 1.20%
Aye Finance 0.20% 0.90% 1.54% 1.70% 2.30% 2.86% 1.58%
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Average
GNPA FY16 FY17 FY18 FY19 FY20 FYy21 (FYlﬁ-gl)
Digikredit NA NA NA 0.62% 0.98% 2.53% 1.38%"
Note: (*) Average for FY17-21, (") Average for FY19-21
Source: Company reports, CRISIL Research
NNPA (%) FY19 FY20 FY21 (?\‘;‘iﬁgi)

AU SFB 1.30% 0.80% 2.20% 1.43%

SCUF 5.02% 4.23% 3.08% 4.11%

Aavas 0.37% 0.34% 0.71% 0.47%

Five Star 0.67% 1.13% 0.84% 0.88%

Home First 0.57% 0.77% 1.20% 0.85%

Aptus 0.33% 0.61% 0.49% 0.48%

Lendingkart 0.57% 0.97% 0.90% 0.81%

Vistaar 2.64% 2.50% 2.22% 2.45%

Veritas 0.76% 1.28% 1.37% 1.14%

Aye Finance 0.42% NA NA NM

Digikredit 0.39% 0.67% 0.95% 0.67%
*December 2020; NA - Not available; NM — Not meaningful
Source: Company reports, CRISIL Research

Stage 3 Total Total
craditcost 09 Sy | BT Bl | | e
assets assets ratio
Average
FY19 FY20 FY21 (FY19- FY20 FY21 FY21 FY21 FY21 FY21
21)

AU SFB” 0.6% 0.8% 1.5% 1.0% 0.4% 0.3% 49.8% 62% 2.5% 1.8%
SCUFA 2.8% 2.9% 2.6% 2.8% 1.4% 0.9% 53.2% 109% 6.9% 1.0%
Aavas 0.2% 0.2% 0.4% 0.3% 0.2% 0.1% 28.3% 69% 0.5% 0.0%
Five Star 0.4% 1.5% 0.7% 0.9% 0.8% 0.5% 17.9% 192% 1.9% 0.0%
Home First 0.2% 0.6% 0.8% 0.5% 0.2% NA 36.0% 74% 1.1% 0.0%
Aptus 0.1% 0.1% 0.1% 0.1% NA NA 28.1% 52% 0.3% 0.0%
Lendingkart | 4.4% 5.7% 6.9% 5.1%* NA 2.6% 64.1% 312% 6.6% 20.0%
Vistaar 3.0% 3.0% 2.7% 2.9% NA 2.1% 32.9% 114% 3.5% 7.0%
Veritas 0.6% 1.0% 2.0% 1.2% NA NA 50.0% 91% 2.5% 0.2%
Aye Finance | 2.7% 4.0% 2.7% 3.1% NA NA NA NA NA 6.0%
Digikredit 0.7% 5.0% 10.9% 5.5% NA NA 43.7% 59% 0.7% 4.9%

Note: (*) Data pertains to overall portfolio, *Average for FY19-20; @Credit cost includes Covid -19 provision; NA - Not available.
Source: Company reports, CRISIL Research

Five Star has the second highest Capital Adequacy ratio amongst the compared peers as of March 2021

Five Star has the second highest CRAR of 58.9% after Aptus among the compared peers as of March 2021. It also has the
lower leverage as compared to any of its peers which indicates better ability to leverage further leading to better RoEs.

Leverage (times) Capital adequacy ratio (%)
Average Average
FY19 FY20 FY21 (FY19-21) FY19 FY20 FY21 (FY19-21)
AU SFB 8.86 8.34 6.85 8.02 19.3% 22.0% 23.4% 21.6%
SCUF 3.43 3.18 3.15 3.25 22.9% 27.7% 28.6% 26.4%
Aavas 1.99 2.55 2.64 2.39 46.7% 54.4% 55.9% 52.3%
Five Star 0.70 1.22 1.48 1.13 64.8% 52.9% 58.9% 58.9%
Home First 3.06 2.67 2.21 2.65 38.0% 49.0% 56.2% 47.7%
Aptus 2.29 1.18 1.27 1.58 43.6% 82.5% 73.6% 66.6%
Lendingkart 1.84 2.01 1.92 1.92 39.0% 36.2% 38.7% 38.0%
Vistaar 1.52 2.04 2.10 1.89 40.3% 37.6% 36.5% 38.1%
Veritas 1.34 1.23 141 1.33 48.0% 59.3% 50.7% 52.7%
Aye Finance 1.52 2.69 1.78 2.00 44.3% 31.0% 39.0% 38.1%
Digikredit 0.96 0.84 2.18 1.33 38.3% 59.2% 27.9% 41.8%

Note: For AU SFB, numbers also include the impact of CASA. For HFCs, the risk weights are lower than that for other NBFCs catering
to business loans segment.

Source: Company reports, CRISIL Research
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Long-term credit rating for various players*

Players Long-term Credit Rating
AU SFB CRISIL AA-, ICRA AA-, CARE AA-, IND AA-
SCUF CRISIL AA, ICRA AA, CARE AA, IND AA
Aavas ICRA AA-, CARE AA-
Five Star ICRA A+, CARE A+
Home First ICRA A+, CARE A+
Aptus ICRA A+, CARE A+
Lendingkart ICRA BBB+
Vistaar ICRA A-, IND A-
Veritas CARE A-
Aye Finance ICRA BBB+, IND A-
Digikredit CRISIL BBB

*Ratings outstanding across credit ratings agencies as of September 2021.
Source: Company reports, Rating reports, CRISIL Research

Borrowing mix

External Borrowings
e Se(I:Duerti)Iies P S AEWNERS ir':slzil:‘g:)a::s E)%Trr:)]\?vri(r:lgsl secuur?gseartion fr?)?r?i’:;er
(ECB) arrangement

AU SFB - 5% - 95% - - -
SCUF 21% 49% 13% - - 17% -
Aavas 25% 73% - 1% - - 1%
Five Star 38% 29% 9% - - 25% -
Home First 8% 55% - 36% - - 1%
Aptus 17% 54% - 23% - 6% -
Lendingkart* 29% 34% - - - 15% 23%
Vistaar 12% 54% - 19% 15% - -
Veritas 42% 42% - - - - 15%
Aye Finance* 62% 8% - 9% 3% 18% -
Digikredit 88% 12% - - - = =
*FY20 data

Source: Company reports, CRISIL Research
Five Star has second highest surplus in ALM in after 12 months bucket among the compared NBFCs

Amongst the NBFC peer set analysed, Five Star has the second highest ALM surplus (% 24.8 billion) after Aptus in after 12
months bucket. AU SFB has the highest ALM surplus of ¥ 124.9 billion after 12 months among the compared peers.

ALM position of various peers

Fy21 _ Assets _ Liability _ Net
@ billion) Within 12 After 12 Within 12 After 12 Within 12 After 12
months months months months months months

AU SFB 169.4 739.0 246.0 614.1 -76.6 124.9
SCUF 257.9 1714 140.7 154.3 117.2 17.2
Aavas 23.6 63.0 10.0 53.4 13.6 9.6
Five Star 6.9 83.2 10.6 58.4 -3.7 24.8
Home First 13.6 28.7 8.2 22.4 5.4 6.3
Aptus 14.1 71.8 6.9 25.2 7.1 46.6
Lendingkart* 10 34 8 23 1.9 10.5
Vistaar 4 16 5 10 -0.8 5.9
Veritas 5 12 7 6 -1.7 6.7
Aye Finance 9 29 6 22 2.8 7.2
Digikredit NA NA NA NA NA NA

* FY20 data; NA — Not available

ALM reported in the table above has been sourced by CRISIL Research from annual reports / public disclosures of the companies mentioned
herein, including for Five Star. Investors should note that individual companies may compute ALM differently. The information contained in
this table may deviate from Five Star’s ALM data disclosed elsewhere in the DRHP and as such, investors are advised to read that ALM data
together with the corresponding definitions used for computing the ALM therein

Source: Company reports, CRISIL Research
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OUR BUSINESS

The financial and other operational data in this section is taken from our Restated Financial Information, accounting
records and MIS, except as otherwise specified. Our restated Financial Information have been prepared and presented in
accordance with Ind AS, as applicable to our Company, restated in accordance with the SEBI ICDR Regulations and the
Guidance Note. References herein to “we”, “our” and “us” are to Five-Star Business Finance Limited.

The discussion below may contain forward-looking statements and reflects our current views with respect to future events
and financial performance. You should read the section “Forward-Looking Statements” on page 20 for a discussion of the
risks and uncertainties related to those statements. Actual results may differ materially from those anticipated in these
forward-looking statements as a result of certain factors, such as those set forth under “Risk Factors” on page 21,
“Management’s Discussion and Analysis of Financial Results” on page 309, and those set forth elsewhere in this Draft Red
Herring Prospectus.

Certain non-GAAP financial measures and certain other statistical information relating to our operations and financial
performance have been included in this section and elsewhere in this Draft Red Herring Prospectus. Such non-GAAP
financial measures should be read together with the nearest GAAP measure. See “Certain Conventions, Presentation of
Financial, Industry and Market Data and Currency of Presentation — Financial Data — Non-GAAP financial measures and
certain other statistical information” on page 17, and  “Risk Factors — Internal Risk Factors — We have included certain
non-GAAP financial measures and other selected statistical information related to our operations in this Draft Red Herring
Prospectus. Such non-GAAP measures and statistical information may vary from any standard methodology that is
applicable across the financial services industry and may not be comparable with financial or statistical information of
similar nomenclature computed and presented by other companies” on page 39.

The industry-related information contained in this section is derived from the CRISIL Report, which has been exclusively
commissioned and paid for by the Company only for the purposes of confirming our understanding of the industry in
connection with the Offer. For further details and risks in relation to commissioned reports, see “Risk Factors — Internal
Risk Factors — We have referred to the data derived from industry reports commissioned and paid for by our Company from
CRISIL Limited exclusively for the purpose of the Offer ” on page 39.

Overview

We are an NBFC-ND-SI providing secured business loans to micro-entrepreneurs and self-employed individuals, each of
whom are largely excluded by traditional financing institutions. We are headquartered in Chennai, Tamil Nadu with a strong
presence in south India and all of our loans are secured by our borrowers’ property, predominantly being SORP. According
to the CRISIL Report, among our compared peers (being NBFCs in India):

e within a subset of large peers (with more than 330,000 million in AUM), we have the fastest AUM growth, with a
compound annual growth rate (“CAGR”) of 65.0% (Financial Year 2017 to 2021) (see “ - Competition” on page 182);

e within a subset of large peers (with more than 330,000 million in AUM), we had the highest average return on AUM of
7.9%, across the period covering Financial Years 2021, 2020 and 2019; and

e we are among the three best for Gross Non-Performing Assets (being NPAs that are 90+ Days-Past-Due (“DPD”))
(“Gross NPA”) as a percentage of AUM (we had a Gross NPA as a percentage of AUM of 1.02%) as of March 31, 2021,
while we have the best asset quality among lenders identified by CRISIL as engaged in extending MSME business loans,
with other lenders reporting 90+ DPD in excess of 2% (see “ - Competition” on page 182).

Over 95% of our loan portfolio comprises loans from between 0.1 million to Z1.0 million in principal amount, with an
average ticket size (“ATS” and calculated as the average disbursed sum per customer during the period/year) of *0.27 million,
%0.26 million, 20.31 million and %0.34 million in the six months ended September 30, 2021 and the Financial Years 2021,
2020 and 2019, respectively. During the six months ended September 30, 2021 and the Financial Years 2021, 2020, 2019,
we have provided loans to more than 185,000 customers in total. We had an active loan base of 192,270 and 176,467 as of
September 30, 2021 and March 31, 2021, respectively. Our AUM has grown to 346,392.91 million as of September 30, 2021
(%44,453.81 million as of March 31, 2021), from %4,935.88 million as of March 31, 2017, at a CAGR of 65% between
financial year 2017 and six months ended September 30, 2021. Our profit for the period/year for the six months ended
September 30, 2021 and for the Financial Years 2021, 2020 and 2019 was %2,175.47 million, ¥3,589.94 million, 32,619.51
million and %1,564.14 million, respectively, and our Net Worth for the same period/years then ended was ¥34,533.12 million,
323,181.72 million, X19,445.80 million and %13,648.85 million, respectively.

We have developed a business model that is predicated on arriving at an appropriate risk framework, with the optimal

instalment to income ratio to ensure that our customers have the necessary means to repay the loan after meeting their regular

obligations and other event-based capital requirements. We primarily offer our customers small loans for business purposes

which accounted for 329,099.02 million (62.72% of our AUM), 327,934.54 million (62.84% of our AUM), 324,477.65

million (62.89% of our AUM) and %13,011.67 million (61.58% of our AUM), as of September 30, 2021, March 31, 2021,
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March 31, 2020 and March 31, 2019; as well as loans for asset creation such as home renovation or improvement, or for
meeting expenses for significant economic events such as marriage, healthcare and education, which accounted for
%17,293.89 million (37.28% of our AUM), 216,519.27 million (37.16% of our AUM), %14,444.64 million (37.11% of our
AUM) and %8,116.39 million (38.42% of our AUM), as of the same dates. Our growth is primarily volume led through
increasing our customer base while keeping the ATS stable, and we expect this to continue. The interest rates on our loans
depend on the underlying tenor (which ranges from two to seven years), with approximately 95% of the loans sanctioned
being between the interest rate range of 24% - 26% and between the tenure range of five to seven years. 100% of our leads
for customers are sourced in-house without any use of direct selling agents to source leads for us; further, all of our loans
are fully secured with more than 95% of the collateral being SORP at the time the loan application is approved.

We target customers:

e inurban and semi-urban locations, as well as in the rural markets of India, where CRISIL expects faster growth in bank
credit activity as financial awareness increases;

who typically derive income from “everyday” cash and carry businesses with a focus on services;

with household net cash-flows of approximately 325,000 to 340,000 per month;

who can provide collateral (typically land and building of approximately 1.0 million in value; and

whose family will act as co-applicants on the loan.

These customers have unencumbered title to the collateral, are reasonably resistant to business cycles and macro events, and
are typically more motivated to service the loan without defaults primarily as a result of high customer equity in the collateral

property.

We had an extensive network of 268 branches as of September 30, 2021, spread across approximately 126 districts, eight
states and one union territory, with Tamil Nadu, Andhra Pradesh, Telangana and Karnataka being our key states. Such key
states collectively accounted for approximately 85% of our branch network by number, as of September 30, 2021. We started
our operations in Chennai, Tamil Nadu and have increased the scale of our operations through growth in number of branches
by adopting a calibrated strategy of contiguous expansion across geographies where there is substantial demand for our
offering. Such contiguous expansion is underpinned by utilizing neighboring branches to evaluate local credit environments
combined with our focus on hiring local staff with an understanding of the catchment area, strong local personal and
professional networks and the market. As of September 30, 2021, approximately 92% of our branches were located in cities
and towns with populations up to one million.

We also have a two layered underwriting architecture comprising a field credit team that is “on the ground” and closer to
the customer (the “Field Credit Team”); and a file credit team that remotely reviews loan applications and undertakes credit
decisioning (the “File Credit Team”). We have implemented a comprehensive and robust credit assessment, risk
management and collections framework to identify, monitor and manage risks inherent in our line of business. To assist us
with these functions, we have created a four layered process for customer credit evaluation — two layers within the business
and collections team (one by the relationship officer who sourced the proposal and another with the Branch Manager for
verifications) and two layers within the credit team (the Field Credit Team and File Credit Team verifications). We also
conduct an in-depth analysis of the potential customer by considering “the three Cs”, being their Character, their existing
Cash-flow to assess their repayment abilities, and their Collateral to ensure that there is adequate ability and a high
motivation on the part of the customer to repay us. Such organizational structure, credit assessment and risk management
and collections framework has allowed us to maintain our robust asset quality during macro downcycles.

We have leveraged established processes and technology in many of our business processes and reduced the turnaround time
from login to loan sanction from an average of 20 days for loans sanctioned in Financial Year 2018 to 17 days, and 15 days
in Financial Year 2019, and 2020 respectively. There has been an increase in the turnaround time during the Financial Year
2021 and for the six months ending September 30, 2021, due to onset of COVID-19 and the related periodic disruptions
such as the lockdowns. Given that many of our customers have previously borrowed from moneylenders or other such
unorganized lenders, we have observed that minor delays in the servicing of regular monthly instalments are typically part
of the repayment culture. This behaviour does lead to a portion of our loan portfolio being categorised as overdue, between
1-90 DPD. However, although loans categorised as being between 1 — 90 DPD are overdue, such categorisation does not
necessarily translate into the overdue loans falling into default or resulting in a loss of revenue for us. For loans that are
overdue between 1 — 90 DPD but which are settled by the customer, we potentially do not lose an IRR of more than 1% in
almost all such loans. That is, on overdue loans which were settled between April 1, 2018 and September 30, 2021,
approximately 95% of overdue accounts between 1 and 90 DPD, were settled between -1% and 1% delta between realized
and contracted IRR on settlement, while 3% accounts settled at higher than 1% delta between realized and contracted IRR.
Accordingly, we are able to recover a significant portion of our revenue even on overdue (1 — 90 DPD) loans. One of the
key reasons for us being able to recover IRR on overdue accounts is our sole charge on the collateral property whose value
generally appreciates over time and our conservative LTVs at the time of sanction further reducing over the term of the loan.
Such collateralized property usually represents the single biggest component of net worth for our customers and therefore
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our customers prefer to work with us to resolve the delay rather than having us enforce the possession of the collateral to
recover our dues.

We secure financing from diversified sources of capital, including term loans; proceeds from loans securitized; proceeds
from the issuance of NCDs; issuances of principal protected market linked debentures; and proceeds from loans assigned
from banks, financial institutions, mutual funds, and other domestic and international development financial institutions, as
applicable to meet our capital requirements. As of September 30, 2021 and March 31, 2021, our Total Borrowings were
328,542.54 million and 334,251.97 million, respectively. Our Average Cost of Borrowings was 11.06% as of March 31,
2019, 12.07% as of March 31, 2020, 11.48% as of March 31, 2021 and 10.63% as of September 30, 2021. As of September
30, 2021, March 31, 2021, March 31, 2020 and March 31, 2019, the weighted average residual tenure of our outstanding
borrowings, was 29.39, 34.23, 37.44 and 37.47 months, respectively. Further, our long-term ratings from ICRA and CARE
is A+ (a significant improvement from our rating of BBB-, from CARE in Financial Year 2015), our short-term borrowings
are rated A1+ by CARE.

As of September 30, 2021, we had a total of 4,306 employees. We have a strong, experienced and dedicated management
team, including KMP. Further, our board of directors is comprised of a balanced team of qualified and experienced
independent directors, who have extensive knowledge and understanding of the financial services and banking industries.
We are backed by marquee institutional investors such as TPG Capital, Sequoia Capital, Matrix Partners, Norwest Venture
Partners, KKR and TVS Capital Funds Limited. In addition to providing us with capital, our institutional shareholders have
assisted us in strengthening our corporate governance framework, which has been critical to our growth. In addition, given
our focus on providing credit facilities to customers who are largely ignored by the formal credit ecosystem in India, KKR
has invested through Sirius Il Pte. Ltd., their Global Impact Fund, which is dedicated to investment opportunities in
companies whose core business models provide commercial solutions to an environmental or social challenge.

The following table sets forth certain key operational and financial metrics as of and for the periods indicated:

Metric For the six months For the year ended / as of March 31

ended / as of (as applicable)

September 30

(as applicable)

2021 2021 | 2020 | 2019 | 2018 | 2017
OPERATIONAL METRICS
Live Accounts 192,270 176,467 143,079 72,890 33,157 15,803
Branches @ 268 262 252 173 130 103
Disbursements 25,680 48,111 76,634 43,988 19,257 9,611
Amount Disbursed (% in million) © 6,864.53 12,450.54 | 24,086.69 14,814.62 6,837.99 3,730.53
AUM(® in million) ¥ 46,392.91 44,453.81 | 38,922.28 21,128.06 | 10,082.58 4,935.88
AUM Growth (%) ® 4.36 14.21 84.22 109.55 104.27 149.13
Gross NPA to AUM (%) © 1.44 1.02 1.37 0.88 1.45 2.52
Net NPA to AUM (%) @ 1.18 0.83 1.13 0.68 0.96 2.12
Total number of employees 4,306 3,938 3,734 1,971 1,290 737
Number of Business and Collections 2,258 2,008 1,834 1,009 690 383
Officers
AUM per Relationship Officer (X in 20.55 22.14 21.22 20.94 14.61 12.77
million) 7
Disbursement per Relationship Officer 3.28 6.52 16.79 17.41 12.85 12.11
(% in million) 8)
Average number of Relationship 8.43 7.66 7.28 5.83 5.31 3.72
Officers per branch 23
Average Ticket Size (% in million) ©) 0.27 0.26 0.31 0.34 0.36 0.39
FINANCIAL METRICS
For the six months For the year ended / as of March 31
ended / as of (as applicable)
September 30
(ac annlirahle)
2021 2021 2020 2019

Average Yield on AUM (%) © 24.14% 24.17% 24.18% 24.16%
Average Cost of Borrowing (%) 12 10.63 11.48 12.07 11.06
Net Interest Margin (%) 3 16.97 16.00 16.69 19.05
Operating Expenses to Average Total 4.34% 4.16% 4.85% 5.97%
Assets (%) 10
Impairment loss allowance to Average 0.70% 0.69% 1.38% 0.42%
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Total Assets (%) 1

Cost to Income Ratio (%) 4 35.48% 34.30% 38.97% 34.33%
Profit for the Period/Year after tax ( in 2,175.47 3,589.94 2,619.51 1,564.14
million)

Net Profit Margin®®) 35.59% 34.15% 33.27% 38.24%
Profit per employee (% in million) ?% 0.53 0.94 0.90 0.93
Net Worth (% in million) @5 34,533.12 23,181.72 19,445.80 13,648.85
Total Borrowings (% in million) 6 28,542.54 34,251.97 23,636.93 9,600.29
Return on Average Net Worth (%) 14.53% 16.85% 15.35% 15.11%
PCR (on stage 2 & 3 assets) (%) @V 9.64% 13.44% 9.74% 6.06%
AUM on Restructured Accounts (R in 838.29 NA NA NA
million) 2

Notes:

1)  Live Accounts includes securitised accounts.

2)  Number of branches represents aggregate number of branches of our Company as of the last day of relevant period.

3) Disbursements represents the aggregate of all loan amounts extended to our customers in the relevant period.

4)  AUM is equivalent to Gross Term Loans as stated in Note 6 to the Restated Financial Information. AUM represents the aggregate of future principal
outstanding and overdue principal outstanding, if any, and interest accrued and unpaid, if any, and interest accrued but not due, if any, for all loan
AUM which includes loan assets held by our Company as of the last day of the relevant period as well as loan assets which have been transferred by
our Company by way of securitisation and are outstanding as of the last day of the relevant period.

5)  AUM Growth represents percentage growth in AUM for the relevant period over AUM of the previous period.

6) Gross NPA to AUM represents the Gross NPA as of the last day of the relevant reporting period to the AUM as of the last day of the relevant reporting
period, represented as a percentage.

7)  Net NPA to AUM represents the Net NPA as of the last day of the relevant reporting period to the AUM as of the last day of the relevant reporting
period, represented as a percentage.

8) ATS s calculated as the average disbursed sum during the period/year.

9)  Average Yield on AUM represents the ratio of interest income for a period to the average AUM for the period. Average Total Assets represents the
simple average of our monthly Total Assets plus impairment loss allowance (as given in Note 6 of the Restated Financial Information) as of the last
day of the month starting from the last month of the previous financial year and ending with the last month of the current financial period/year.

10) Operating Expenses to Average Total Assets represents the aggregate of employee benefits expense, depreciation and amortisation expense and other
expenses for the relevant period upon the simple average of our monthly Total Assets as of the last day of the month starting from the last month of
the previous financial year or period and ending with the last month of the current financial year or period, represented as a percentage.

11) Impairment loss allowance to Average Total Assets represents the impairment on financial instruments to simple average our monthly Total Assets as
of the last day of the month starting from the last month of the previous financial year or period and ending with the last month of the current financial
year or period, represented as a percentage.

12) Average cost of borrowing including securitization represents finance cost (excluding interest on lease liabilities and interest on income tax liability)
for the relevant period as a percentage of Average Total Borrowings in such period. Average Total Borrowings is the simple average of our Total
Borrowings outstanding as of the last day of the month starting from the last month of the previous financial year or period and ending with the last
month of the current financial year or period.

13) Net Interest Margin represents our Net Interest Income for a period to the Average Total Assets for the period, represented as a percentage.

14) Cost to income ratio represents the ratio of total expenses, which include employee benefits expense, impairment on financial instruments, depreciation
and amortisation expense, other expenses divided by the total income less finance cost for the relevant period, expressed as a percentage.

15) Net worth is equivalent to Total Equity, and is the sum of Equity share capital and Other equity as contained in our Restated Financial Information .

16) Total Borrowings represents the aggregate of debt securities and borrowings (other than debt securities) outstanding as of the last day of the relevant
period.

17) AUM per Relationship Officer is calculated as the AUM divided by the Number of Relationship Officers as of the last day of the relevant period.

18) Disbursement per Relationship Officer is calculated as the Amount Disbursed for the relevant period divided by the simple average number of
Relationship Officers as of the last day of the month starting from the last month of the previous financial year or period and ending with the last
month of the current financial year or period.

19) Net Profit Margin represents Profit for the period as a percentage of Total Income.

20) Profit per employee is computed as Profit for the Period/Year after tax divided by the simple average number of employees as of the last day of the
month starting from the last month of the previous financial year or period and ending with the last month of the current financial year or period.

21) Represents the amount of ECL held on loans which are overdue for more than 30 days as of the last day of the relevant period/year.

22) Represents total outstanding amounts of restructured accounts which were Live Accounts as of September 30, 2021.

23) Represents the Number of Relationship Officers as of the last day of the relevant period divided by the Number of Branches as of the last day of the
relevant period

Environmental, Sustainability and Governance focus

In addition, our ESG framework has a strong focus on the social element of our business and we seek to improve financial
inclusion and the standard of living of our customers. For instance, our focus on recruiting locally not only strengthens our
networks and improves market intelligence within the semi-urban, urban and rural communities in which we operate, but it
also provides viable employment opportunities within such communities. In addition, our focus on business loans means our
products underpin commerce within these communities and likely lead to a better standard of living for our borrowers. Our
customers are also generally not served by traditional financing institutions and by providing them financial support to create
or supplement employment opportunities, we are fulfilling an important social objective of economic upliftment for these
segments of the Indian society. Further, as we displace incumbent money lenders and unorganized institutions within the
communities, greater amounts of cash remains with borrowers due to the comparatively lower interests rates charged by us,
an outcome that can make a difference for those in low and middle-income groups. As of September 30, 2021, March 31,
2021, March 31, 2020 and March 31, 2019, %32,150.56 million, or 69.30% of our AUM, %29,407.41 million, or 66.15% of
our AUM, %22,704.62 million, or 58.33% of our AUM and 9,990.12 million, or 47.28% of our AUM, respectively, were
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from customers who belonged to the low-income group, earning not more than 325,000 per month.
Our Competitive Strengths

We believe that our position in the market as a small business finance lender is underpinned by the following competitive
strengths:

o Fastest AUM growth among our compared peers with more than 330,000 million in AUM, with strong return and growth
metrics and a significant potential addressable market; (CRISIL Report)

e Among the select institutions to develop an underwriting model that evaluates the cash-flows of small business owners
and self-employed individuals in the absence of traditional documentary proofs of income;

e Strong on-ground collections infrastructure leading to our ability to maintain a robust asset quality;

e Ability to successfully expand to new underpenetrated geographies through a calibrated expansion strategy;

e 100% in-house sourcing, comprehensive credit assessment and robust risk management and collections framework,
leading to good asset quality;

e Access to diversified and cost-effective long-term financing with a conservative approach to asset liability and liquidity
management; and

e Experienced, cycle-tested leadership with an experienced longstanding promoter, and a professional management team
and supported by marquee investors.

Fastest AUM growth among our compared peers with more than 230,000 million in AUM, with strong return and growth
metrics and a significant potential addressable market (CRISIL Report)

According to CRISIL, the potential market for residential property-backed small business lending in India is approximately 322
trillion, with Uttar Pradesh, West Bengal, Bihar, Maharashtra, Rajasthan and Tamil Nadu collectively accounting for over half
of such potential market. CRISIL also notes that while this potential market opportunity is significant, it observes that there are
few formal financiers of scale who cater to this segment. CRISIL attributes this to the relatively high cost of serving such
market, the time required to build expertise, the requirement of having strong knowledge of the local market and regional
dynamics, and the challenges associated with building a credit underwriting model for non-income proof customers and
collections infrastructure. Our business currently operates within this market and has an underwriting model that caters to such
customers, and as such we are well positioned for further growth within this market. See “Industry — Potential market for
residential property-backed small business lending is estimated at Rs 22 trillion” on page 126.

We have the fastest AUM growth among our compared peers (being NBFCs in India) with more than 330,000 million in AUM,
with a CAGR of 65.0% (Financial Year 2017 to six months ended September 30, 2021) (CRISIL Report), catering to the small
business finance needs of unserved and underserved customers. While our AUM has grown to 344,453.81 million as of March
31, 2021 (our AUM as of September 30, 2021 was 346,392.91 million) from 34,935.88 million as of March 31, 2017, at a
CAGR of 65% (between March 31, 2017 and September 30, 2021), our growth has primarily been volume led with consistent
ATS and steady yields. The ATS of our loans in the six months ended September 30, 2021 and the Financial Years 2021, 2020
and 2019, was 0.27 million, %0.26 million, 0.31 million and 20.34 million, respectively.

Over the last two decades of operations in this particular product, our success and growth are an outcome of our customer-
centric business model, where through our practices and policies, we can address specific issues faced by small business owners
and self-employed individuals, and leverage our local presence to develop detailed and relevant local level knowledge. We are
able to identify local level opportunities, ensure careful customer selection, timely loan approval disbursals and efficient real
time monitoring of collections.

As per the CRISIL Report, we had the highest average return on AUM of 7.9% among our compared peers with more than
%30,000 million in AUM, across the period covering Financial Years 2021, 2020 and 2019; and for each of those Financial
Years, our return on AUM as calculated by CRISIL was 7.1%, 7.8% and 8.9%, respectively. Such returns are as a result of our
ability to lend to customers at consistently superior yields and then control our costs through initiatives including:

e reduction in our cost of borrowings (our Average Cost of Borrowings was 11.06% as of March 31, 2019, 12.07% as of
March 31, 2020, 11.48% as of March 31, 2021 and 10.63% as of September 30, 2021);

o use of technological advancements to drive improvement in productivity and bring down operational costs,

e robust collections infrastructure; and

o effective risk containment and continuous monitoring leading to low credit costs, low branch costs and efficiency in hiring
through local talent pools.

Our net interest margin (“NIM”) was 16.97%, 16.00%, 16.69% and 19.05% for the six months ended September 30, 2021 and
the Financial Years 2021, 2020 and 2019, respectively. As shown below, we have also been able to achieve strong growth,
without adversely affecting asset quality. Our Gross NPA dropped from ¥532.26 million as of March 31, 2020 to 3451.93

160



million as of March 31, 2021 despite AUM increasing from ¥38,922.28 million as of March 31, 2020 to I44,453.81 million as
of March 31, 2021.

Among our compared peers, we are among the three best for Gross NPA as a percentage of AUM (we had a Gross NPA to
AUM of 1.02%) as of March 31, 2021, while we have the best asset quality among lenders identified by CRISIL as engaged in
extending MSME business loans, with other lenders reporting 90+ DPD in excess of 2%. (CRISIL Report) According to
CRISIL, we also had the lowest credit cost of 0.7% among the compared peers engaged in extending MSME business loans in
Financial Year 2021 (Financial Year 2020: 1.5%; Financial Year 2019: 0.4%), due to our asset quality (see * - Competition” on
page 182). (CRISIL Report)

Among the select institutions to develop an underwriting model that evaluates the cash-flows of small business owners and
self-employed individuals in the absence of traditional documentary proofs of income (CRISIL Report)

We have an underwriting model to provide secured financial solutions to small business owners and self-employed individuals
and over the last two decades of operation in this particular product, are among the select institutions to have developed such
model in India. (CRISIL Report) The model is customer centric and is underpinned by underwriting practices that triangulate
the character, cash-flow, and collateral of potential customers. This methodology of underwriting ensures we are able to evaluate
both the willingness and the ability of the customer to repay the loan, despite the absence of traditional documentary proofs of
income. This has enabled us to mitigate credit risk and successfully underwrite new loans while maintaining our asset quality.

Our underwriting practices are characterized by a multi-level evaluation process for each loan, where the sourcing team is
responsible for conducting the preliminary assessment of each potential borrower, which is then independently evaluated by
our Field Credit Team, before our File Credit Team reviews and approves the loan proposal. We have evolved this underwriting
model over time and through economic cycles to ensure that it remains relevant and captures all key elements that we view as
critical to maintain a robust asset quality. Fundamental elements of our underwriting model, include:

e |oans are given to the household where all household members whose cash-flows are factored in to evaluate the proposal
or those who have a current or potential claim on the property being mortgaged, shall be included as co-applicants to the
loan proposal;

e deliberately focusing on services oriented businesses with majority of the target market comprising individuals that are
typically impacted by macro down-cycles last, while being first to emerge from such cycles;

o multiple physical verification touchpoints by our Business and Collection teams and our Field Credit Teams to assess
applicants and collateral,

e  SORP collateral focus;

o all activities carried out as part of our underwriting process are undertaken by our employees, which we believe ensures
staff accountability;

e independent field credit verification is undertaken on all proposals;

o limit loan approval powers to the File Credit Team only, with loan amount limits based on approver experience; and

e conservative loan-to-value ratios and instalment to income ratios on our outstanding loan accounts.

Strong “on-ground” collections infrastructure leading to our ability to maintain a robust asset quality

While our underwriting model contributes to suitable customers being onboarded, we have also created a strong “on-ground”
collections infrastructure to ensure that we maintain a high asset quality. Many of our customers have previously borrowed
from moneylenders or other such unorganized lenders, and although we have observed minor delays in the servicing of regular
monthly instalments, which we view as a typical part of the repayment culture, such delays don’t necessarily translate into loan
defaults. A key mechanism we use to prevent defaults in such circumstances is maintaining a strong collections infrastructure
designed to keep the credit and repayment discipline of the borrower intact. Our collections infrastructure is underpinned by
the following:

e branches adequately staffed with Relationship Officers, with the number of loans per Relationship Officer on average not
exceeding 120, which is expected to provide each officer with the capacity to undertake both business and collections
activities effectively;

e branches staffed with persons sourced from the local area, with each branch servicing an area with a limited radius,
resulting in branch staff being able to quickly attend a customer’s location as issues arise;

o  keeping the responsibility of sourcing and collections with the same Relationship Officer so that he/she is incentivised to
source suitable files and undertake follow-up activities with the customers until closure of the loan; and

e  branch staff incentives aligned with each of business and collections targets so that meeting such targets in both areas are
required to qualify for incentives.

Our collections process involves high-touch engagement between our Relationship Officers and our customers and to optimize
this interaction, we ensure that each Relationship Officer is responsible for no more than 120 customers on an average and we
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add Relationship Officers as our business grows. The number of Relationship Officers increased from 1,009 as of March 31,
2019 to 1,834 as of March 31, 2020, to 2,008 as of March 31, 2021 and to 2,258 as of September 30, 2021. The number of loans
per Relationship Officer was 72, 78, 88 and 85 as of March 31, 2019, 2020, 2021 and September 30, 2021, respectively. These
figures have been consistently below our average 120 loan limit and as such, has provided each Relationship Officer with
sufficient capacity to attend to each loan effectively, leading to us maintaining a robust asset quality.

We also have a strong monitoring mechanism that ensures involvement and intervention from various individuals across our
business, all of which also ensures a robust asset quality. For instance, for accounts within the 1-30 DPD, our collections efforts
include reminder messages, calls from the branch and visits by the Branch Manager to the customer’s business or residence.
For loan accounts in the 31-90 DPD category, follow-up activity is undertaken whereby our supervisors, and our senior
management including Deputy Head — Business and Collections, Chief Business Officer, COO, CEO and the Chairman and
Managing Director become involved on a need basis with all efforts being made so that the account stabilises in the same
category or rolls back into lower categories. For accounts in the 90+ DPD category, there is a coordinated effort between the
corporate office and the branch to bring the account to a lower category. We incentivize our branches to adhere to a certain
Gross NPA target at the branch level and the incentives for each individual at the branch are linked to the branch adhering to
such Gross NPA target. See “Description of our Business — Collections, Asset Quality and Monitoring” on page 175.

Ability to successfully expand to new underpenetrated geographies through a calibrated expansion strategy

According to the CRISIL Report, as of March 2021, less than 15% of the approximate 70 million MSMEs in India have access
to formal credit in any form, and historically, there is a perception of high risk and prohibitive costs of delivering services
physically that have constrained traditional institutions’ ability to provide credit to underserved or unserved MSMEs, small
business owners and self-employed individuals. As a result, such borrowers are either self-financed or take credit from the
unorganised sector and as such, this relatively untapped market offers huge growth potential for financial institutions such as
ours. (CRISIL Report)

Since starting as a Chennai based NBFC, we have demonstrated our ability to grow beyond our local market. Our first growth
phase was between Financial Year 2010 and Financial Year 2015 where we increased from six branches in Chennai to 39
branches across Tamil Nadu. Between Financial Year 2015 and Financial Year 2018, we started to expand in the states of
Andhra Pradesh, Telangana and Karnataka, growing from three branches to 72 branches during this period. Since then, we have
further expanded to 139 branches across Andhra Pradesh, Telangana and Karnataka, as of September 30, 2021.

In addition, from March 31, 2017 to September 30, 2021, our AUM in Tamil Nadu (including Pondicherry) grew from
%3,429.84 million to X18,806.74 million, in Andhra Pradesh grew from %1,271.74 million to %13,218.24 million, and in
Telangana grew from X114.98 million to Z8,645.30 million. Such state based AUM growth demonstrates that we can
successfully grow our footprint and AUM in new states while consolidating presence in our home state of Tamil Nadu and
other states. More recently, we have expanded into Madhya Pradesh, Chhattisgarh, Maharashtra and Uttar Pradesh. Collectively,
these four states accounted for 4.92% of our total AUM with 40 branches as of September, 2021. According to the CRISIL
Report, Tamil Nadu, Andhra Pradesh, Telangana and Karnataka, have significant potential for growth given relatively low
credit penetration and recent strong economic growth.

We adopt a calibrated strategy of contiguous expansion across geographies where there is substantial demand for our offering
and which has allowed for the maintenance of robust asset quality. Such contiguous expansion requires low operational
expenditure and is underpinned by utilizing neighboring branches to evaluate local credit environment combined with our focus
on hiring local staff with an understanding of the catchment area, strong local personal and professional networks and the
market. Where we start operations in a new geography or where contiguous expansion is not possible, we typically begin by
establishing pilot branches to gain a deeper understanding of the catchment area and customer characteristics. Our senior
management closely supervises expansion efforts to ensure branch and staff performance meet expectations which is typically
based on past experience, as well as periodic review for potential deeper expansion.

100% in-house sourcing, comprehensive credit assessment and robust risk management and collections framework, leading
to good asset quality

Our 100% in-house sourcing, comprehensive credit assessment and robust risk management and collections framework allows
us to identify, monitor and manage risks inherent in our operations. Catering primarily to small business owners and self-
employed customers while maintaining asset quality requires a special skillset in absence of traditional income evidence, such
that lending to these borrowers is based on an assessment of their income and cash-flows through various methods. First, we
ensure all of our loans are sourced in-house, either through our branch-led local marketing efforts (i.e., door-to-door or specific
referral marketing), repeat customers or through walk-ins. In-house sourcing allows for complete control over the quality of
customer and processes involved to disbursement, which leads to better asset quality, compared to other methods of customer
acquisition. Further, as our customers are onboarded by our own officers and not by third party selling agents who may or may
not be working with multiple financial institutions, we experience a lower churn rate of customers throughout our portfolio.

162



In addition, self-employed customers are prone to variable cash-flows and lending to them requires robust underwriting systems
to appropriately price the risk. As a result of our experience, expertise, and underwriting model, we have been able to effectively
serve such customers, while maintaining asset quality, and expanding into newer geographies. As of September 30, 2021, an
estimated 95% of the loans that we disbursed were for single-unit, SORPs, that is, we have a high SORP focus. We also aim to
have conservative average loan-to-value ratios and instalment to income ratios on our outstanding loan accounts, which can
mitigate adverse events and cyclical effects.

Over the last three Financial Years and for the six months ended September 30, 2021, we have provided loans to more than
185,000 customers. To assist us with our credit assessment and risk management functions, we have created a four layered
process for customer evaluation — two layers within the business and collections team and two layers within the credit team, in
addition to independent legal checks. We also conduct an in-depth analysis of the potential customer by considering their
character, their existing cash-flow to assess their repayment abilities, and their collateral, as well as ensure that families act as
co-applicants which underpins our applicants” motivation to service the loan without default.

Our credit team is independent of our business and collections teams and only the File Credit Team has the authority to approve
and sanction loans, while the Field Credit Team has recommendation powers only. There is complete independence between
the credit team and our business and collection team and all incentives for our credit team are linked to file processing, not file
approval. For further details of our four layered process for customer credit evaluation, comprising underwriting, legal
assessments, technical assessments and a risk containment unit, see “ — Description of our Business” on page 169.

Our organizational structure is such that almost all of our business and collections team members are also responsible for
collections. We had a 2,827-member business and collections team including 2,258 Relationship Officers catering to 192,270
existing loan accounts as of September 30, 2021. Our business and collections team (which includes Relationship Officers,
Branch Managers and Supervisory and Head Office support layers) focusses on early warning signals and we have localized
teams to monitor cases that show signs of delinquency. We also use credit bureau checks, and have set up a system of case
monitoring by our risk team whereby we can review certain information of borrowers, identify areas of concern and initiate
prompt action. This includes supervisory interventions by head-office to ensure efficiency in the collections process. Our credit
underwriting and risk management teams also utilize technology to process loan applications and analyze credit risks, which
also improves the customer experience due to better customer service and engagement and faster turnaround time as a result of
faster decision making. We believe that our effective credit risk management is reflected in our portfolio asset quality indicators
such as high repayment rates and low rates of Gross NPAs and Net NPAs across business and economic cycles. As of September
30, 2021, our Gross NPA accounted for 1.44% of our AUM, while our Net NPA accounted for 1.18% of our AUM. Such
organizational structure, credit assessment, risk management and collections framework has allowed us to maintain our asset
quality during macro downcycles.

Our risk management framework includes a comprehensive audit mechanism of internal audits performed at a corporate level
on a quarterly basis, regular branch level audits and management audits, which cover specific risk-based assignments. We have
set up a Risk Management Committee to review and identify current and emerging risks, develop risk assessment and
measurement systems and establish policies, practices and other control mechanisms to manage risks and develop risk tolerance
limits, monitor positions against approved risk tolerance limits and report its findings to senior management. The Risk
Management Committee is also kept informed of accounts that have turned into “quick mortality accounts” (i.e., accounts that
turn NPA within one year of disbursal) and any gaps in the underwriting process that have led to this, including staff
accountability.

Access to diversified and cost-effective long-term financing with a conservative approach to asset liability and liquidity
management

We have secured financing from diversified sources of capital, including term loans; proceeds from loans securitized; proceeds
from the issuance of NCDs; issuances of principal protected market linked debentures; and proceeds from loans assigned; from
banks, financial institutions, mutual funds and other domestic and foreign financial and development finance institutions to
meet our capital requirements.

Our Average Cost of Borrowings on our Average Total Borrowings was 11.06% as of March 31, 2019, 12.07% as of March
31, 2020, 11.48% as of March 31, 2021 and 10.63% as of September 30, 2021. Our cost of incremental borrowings reduced
from 11.37% in Financial Year 2020, to 9.68% in Financial Year 2021. We have not availed any new borrowings during the
six months ended September 30, 2021.

We believe that we are able to access borrowings at a competitive costs due to our stable credit history, strong credit ratings,
equity capital position and low leverage, and our risk management policies. As of September 30, 2021, we borrowed from 13
private sector banks, nine public sector banks, 14 NBFCs, one mutual fund, and 11 other entities; and our outstanding
borrowings were 36,897.43 million from private sector banks, ¥7,880.42 million from public sector banks, %5,769.85 million
from NBFCs, 22,001.77 million from mutual funds, and %5,993.07 million from other entities, as of the same date.
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As of September 30, 2021 and March 31, 2021: our “current borrowings” (i.e. borrowings comprising debt securities and
borrowings (other than debt securities) that are expected to be repaid within 12 months) accounted for 39.41% and 30.53% of
our Total Borrowings, and “non-current borrowings” (i.e. borrowings comprising debt securities and borrowings (other than
debt securities) that are expected to be repaid after 12 months) account for 60.59% and 69.47% of our Total Borrowing,
respectively; the weighted average residual tenure of our outstanding borrowings, including securitization was 29.39 months
and 34.23 months, respectively; and we had %3,142.08 million and ¥200.34 million in undrawn borrowing facilities (inclusive
of undrawn amounts from sanctioned cash credit facilities) from eleven and six lenders, respectively. In addition our Total
Borrowings to Total Equity ratio was 0.83, 1.48, 1.22 and 0.70 for the six months ended September 30,2021 and the Financial
Years 2021, 2020 and 2019 respectively. The Asset Liability Management Committee has been tasked to ensure that we
maintain a balance of cash and liquid money market mutual funds, in addition to undrawn commitments under our various
facilities to provide us with liquidity to combat any unforeseen market events. We generally maintain our cash and cash
equivalents, investments in government securities and liquid money market mutual funds to at least the gross of (i) next three
months of scheduled debt repayments, (ii) next three months of operational costs and (iii) next one month of projected
disbursements. As on September 30, 2021 and March 31, 2021 we had cash and bank balances and investment (comprising
cash and cash equivalents, other bank balances and investment in mutual funds and government securities (excluding fixed
deposits provided as credit enhancement for securitisation transactions)) of %15,641.63 million and %12,792.97 million,
respectively. Our investments in mutual funds are in liquid funds. We further adjust our liquidity levels based on the prevailing
economic conditions. For instance, in order to mitigate certain economic impacts of the COVID-19 pandemic, we increased
our liquidity levels such that our average liquidity as of the month end for the 12 months in Financial Year 2021 was ¥11,119.86
million as compared to 26,937.46 million for Financial Year 2020.

In addition, we also have in place asset liability management strategies, such as avoiding any cumulative asset/ liability
mismatches. As of September 30, 2021, and March 31, 2021, 2020 and 2019, we had positive asset-liability mismatch across
all the maturities which has allowed us to meet the growing loan demands of our rapidly increasing customer base. See “Selected
Statistical Information” on page 230.

Experienced, cycle-tested leadership with a longstanding promoter, professional management team and supported by
marquee investors

We are led by qualified and experienced management personnel, who are supported by a capable and motivated team of
managers and other employees. Our management team has knowledge and understanding of the small business finance
landscape in India and the expertise and vision to organically grow our business. They also have diverse experience in a range
of financial products and functions related to our business and operations and are supported by qualified personnel who have
an in-depth understanding of the geographic regions in which we operate, our loan products and customer segment as a result
of our focus on hiring local staff with strong local personal and professional networks.

Our founder, Promoter, and Chairman and Managing Director, Lakshmipathy Deenadayalan, has been associated with Five-
Star for the past 20 years. He has a deep understanding of customer behavior and our business and operations, and has been
critical to developing and enhancing our business model and driving our total income and profitability.

The table below sets forth our details of certain of our management team members:

Name of the employee Designation Total years Years of Recent Past Employers include
of experience
experience* with us
Rangarajan Krishnan Chief Executive | ~18 6 Spark Capital Advisors (India) Private
Officer Limited, IFC (South Asia Department),
Standard Chartered Bank, HDFC Bank
Limited
Srikanth Gopalakrishnan | Chief of Strategy | ~20 6 Citibank N.A., Asirvad Microfinance Private
and Finance Limited
Roopa Sampath Kumar Chief Finance | ~15 0.4 Hinduja Leyland Finance Limited, Price
Officer Waterhouse, Deloitte, Haskins & Sells, ICICI
Bank Limited
Vishnuram Jagannathan Chief Operating | 19 45 HDFC Bank, Deutsche Bank AG, HSBC
Officer
Parthasarathy Srinivasan Chief Credit Officer | 18 ~4 DBS Bank Limited, ICICI Bank, Standard
Chartered Bank
Sathya Ganesh | Chief Business | 16 4.2 ICICI Bank Limited, Cholamandalam
Thirumalaidoss Officer Investment and Finance Company Limited,
Shriram Housing Finance Limited
Vanamali Sridharan Chief Technology | 28 0.3 Equitas Small Finance Bank, Suryoday Small
Officer Finance Bank Limited, Accenture Services
Private Limited, Standard Chartered Bank
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(Dubai)
Jayaraman Sankaran Chief Risk Officer ~22 1 Redington (India) Limited, Arabian
Automobile Alliance LLC
Sanjay Chaturvedi Chief Treasury | 16 2 Cholamandalam Investment and Finance
Officer Company Limited, ING Vysya Bank and
ICICI Bank Limited

*Includes work experience with the Company

Further, our field teams (business and collections, and credit) and our file credit teams have an in-depth understanding of our
customer segment, loan products, types of collateral and businesses of our borrowers.

Our Shareholders include marquee investors, including affiliates of TPG Capital, Sequoia Capital, Matrix Partners, Norwest
Venture Partners, KKR and TVS Capital Funds Limited and we believe we have benefited significantly from their collective
vision and experience. They, along with our senior management, have been instrumental in formulating and executing our core
strategies and implementing our corporate governance framework, which has been and will continue to be critical to the growth
of our business.

We also have a distinguished Board comprising industry professionals. Our Independent Directors strengthen the reputation of
our Board. Our overall growth, performance of our portfolio, asset quality and continued profitability during challenging periods
demonstrates the strengths of our KMP, management team and Board. For more details on our Board and our KMP, see “Our
Management” on page 204.

Our Strategies
Our strategies are as follows:

e Increase penetration in existing markets through increasing branch staff numbers, increasing our branch network in the
existing geographies and diversifying to contiguous markets;

e  Continue to focus on small business owners and self-employed individuals primarily in the semi-urban and urban
markets of India, as well as in rural markets where CRISIL expects faster growth in bank credit activity as financial
awareness increases;

e  Optimize our borrowing costs, reduce operating expenses further and continue to expand and diversify our lender base;

e  Continue to invest in technology and data analytics to build a scalable and efficient operating model / to improve
customer experience, increase productivity and decrease costs;

e  Focus on enhancing our risk management framework; and

e  Enhance our brand recall to attract new customers.

Increase penetration in existing markets through increasing branch staff numbers, increasing our branch network in
the existing geographies and diversifying to contiguous markets

While we have grown our operations in relatively newer markets, our operations have historically focused in the south
Indian states of Tamil Nadu, Andhra Pradesh, Karnataka and Telangana. Such states contribute significantly to our AUM
and we intend to continue to expand in these states in a contiguous manner, to drive greater and deeper penetration. Our
business model is scalable and by drawing on the experience of our team, we expect to be able to expand our operations
efficiently, with low incremental costs. Our strategies include deepening our presence in our existing geographies through
a combination of increasing the number of Field Officers and setting up new branches

For states where we have no or very low existing presence, we will continue to review a number of factors including
demographics and competitive landscape before establishing a branch. Our strategy remains to grow contiguously into such
areas by gauging the business potential of a particular state and drill down into specific locations suitable for branch opening.
When we enter a new state through contiguous expansion, we open new branches in district headquarters and then expand
deeper by deploying personnel to adjacent areas to source new customers. We are constantly evaluating additional locations
using our criteria and expect to continue to add branches to grow out network in the near term.

As of September 30, 2021, we had reached an approximate district level penetration of 76%, 100% and 79% in the states of
Tamil Nadu, Andhra Pradesh, Telangana, respectively, and 61%, 56%, 8%, 9% and 1% in the states of Karnataka, Madhya
Pradesh, Maharashtra, Chhattisgarh and Uttar Pradesh, respectively. District level penetration is the number of districts that
we operate in as a percentage of the total number of districts in a given state. Accordingly, we believe there is scope to
continue to grow our business further in these states.

Continue to focus on small business owners and self-employed individuals
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We plan to continue to focus on small business owners and self-employed individuals and increase our market share. For
instance in terms of credit availability generally, CRISIL notes that there is a wide variation across states and within various
districts in the same state, which indicates latent opportunity for providing banking services to unserved or underserved
customers. In many locations, we have customers who are first time borrowers from the formal secured lending ecosystem.
As of September 30, 2021, we had 25.09% of customers who were new to credit while the remaining customers were
sanctioned higher ticket loans with higher tenors than they had availed earlier.

We believe our underwriting model, which is based on our understanding of income assessment and collateral assessment
for this customer segment, with limited reliance on documented income, is a key strength which would make customers
prefer us over our competitors and which we intend to reinforce to achieve AUM growth.

Optimize our borrowing costs, reduce operating expenses further and continue to expand and diversify our lender base

Our Average Cost of Borrowings was 11.06% as of March 31, 2019, 12.07% as of March 31, 2020, 11.48% as of March
31, 2021 and 10.63% as of September 30, 2021. This steady decline over the last three financial years is due to several
factors, primarily our financial performance and improving credit ratings. A lower Average Cost of Borrowing enables us
to competitively price our loan products and helps us grow our business and operations and increase our NIMs. We have
also diversified our funding sources by using instruments such securitization transactions, non-convertible debentures, and
principal protected market linked debentures to ensure that our debt capital requirements are met at optimal costs.

We intend to continue to diversify our funding sources, enhance limits from existing sources, identify new sources and pools
of capital and implement robust asset liability management policies with the aim of further optimizing our borrowing costs
and help increase our NIM. Further, we intend to expand and diversify our lender base, and seek to obtain funding from
insurance, pension and provident funds, overseas lenders, external commercial borrowings and through the issue of
commercial paper. We are focused on improving our asset and liability management to ensure that we continue to have a
positive asset-liability position. We believe that this will help us improve our credit ratings further and reduce the average
cost of our borrowings.

Our developed distribution and collections infrastructure is a key factor in our operating leverage and will help reduce our
operating expenses. Further, we expect that our strategic investments in technology and digitization across our business will
further reduce our operating expenses and credit costs (i.e., our impairment loss allowance) over time. We will continue to
review and identify means to improving our cost to income ratio and improving our overall NIM from current levels. Asa
result of these various initiatives we seek to continue to maintain our low NPA levels which should assist in minimizing
credit costs, as well as improve our credit ratings for new fund raising, reduce the cost of our borrowing and hence deliver
strong return ratios.

Continue to invest in Technology and Data Analytics to build a scalable and efficient operating model / to improve
customer experience, increase productivity and decrease costs

We have made strategic investments in our information technology systems and implemented automated, digitized
technology-enabled platforms and proprietary tools, to strengthen our offerings and derive greater operational, cost and
management efficiencies. From April 1, 2018 through to September 30, 2021, we have invested ¥160.01 million in our
information technology systems and as of September 30, 2021, our IT and data science teams comprised of 23 personnel.
We have also recruited Vanamali Sridharan as our Chief Technology Officer, who has over 28 years of experience working
with banks and technology strategy consultancies, as well as appointed a dedicated Head of Engineering, Development and
Data Sciences to lead our in-house technology development and data analytics. We also have a Head of Technology, who
oversees our Customer Acquisition system, Loan Management system and Collections system along with managing the
infrastructure and security architecture across our Head Office and Branch offices.

We plan to ensure that our information technology systems continue to help us with several functions, including loan
origination, credit underwriting, collections and customer service and retention. In particular, over the short to medium term,
we aim to focus our information technology and data capabilities towards the following areas:

e developing an Application Programming Interface (“API”) infrastructure to leverage the strength of various third party
service providers / fintech companies and aim to partner with them to augment / create more efficient processes;

e improving accuracy and breadth of customer data capture across our portfolio for purposes of analytics and insight
generation;

e use data, analytics and machine learning to complement our current underwriting processes to ensure we onboard the
most suitable borrowers and maintain a robust asset quality;

o developing a robust customer credit scoring model;
automation of existing manual activities within our underwriting process to reduce turnaround times for loan sanctions
and reduce transaction costs; and
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o supplementing our collections infrastructure by leveraging existing payment architecture towards collecting EMI
repayments from our borrowers.

We believe that the adoption of such digital service delivery mechanisms has and will continue to enable us to be more
efficient, customer friendly and over time improve cost efficiencies through automation, and perform more reliable data
analytics for customized products to suit the diverse requirements of our customers and improved customer satisfaction.

Focus on Enhancing our Risk Management Framework

As we increase the scale of our operations and expand into new geographies, we intend to continue focusing on enhancing
our risk management framework to maintain the credit quality of our loan portfolio. Our risk management initiatives will
include obtaining a better understanding of the geographies in which we are present and the ones where we intend to expand
to, improving the credit scoring models and algorithms that we have currently deployed, improving our collection techniques
and our property underwriting procedures, as well as initiate portfolio analytics activities.

In connection with analytics activities, we intend to carry out a comprehensive analysis of our portfolio, determining
behavioral and other trends of our customers and use those to strengthen our credit assessment framework. We have an
existing and comprehensive data lake (being our repository of data stored in its natural/raw format) which contains data
from all the sub-systems being used by us to which we plan to add data from external and third party sources with a view
to creating an internal single data source to aid in our data analytics and insight generation.

Credit assessment is crucial to our operations since many of our customers are new to credit or belong to underserved
segments of society with medium to low income levels. Our strength in credit assessment is derived from our well-trained
front-end teams who spend time with our prospective customers and provide a detailed assessment of their income sources,
employment stability, savings and repayment capacity. We will continue to invest in hiring and training people to ensure
that we maintain our proficiency in credit assessment.

Enhance our Brand Recall to Attract New Customers

We believe that having a strong recognizable brand is a key attribute in our business, which will help us attract and retain
customers, increases customer confidence and influences purchase decisions. Having a strong and recognizable brand will
also assist us in recruiting and retaining employees. We intend to continue to undertake initiatives to increase the strength
and recall of our ‘Five-Star’ brand to attract new customers. We seek to build our brand by engaging with existing and
potential customers’ through customer literacy programs, sponsor popular events in the regions we operate and advertise in
newspapers, hoardings and in other advertising media.

Responding to the COVID-19 Pandemic

The COVID-19 pandemic continues to spread across the globe and has since affected the world economy including India,
leading to significant volatility and a decline in general economic activity. To the extent that the COVID-19 pandemic
adversely affects our business and operations, it may also have the effect of heightening many of the risks described in the
“Risk Factors” section.

The pandemic has resulted in a reduction in our disbursements from %24,086.69 million for the Financial Year 2020 to
%12,450.54 million for the Financial Year 2021. In addition, to alleviate the impact of COVID-19, the RBI issued guidelines
relating to the COVID-19 regulatory package dated March 27, 2020 in accordance therewith, providing moratorium of three
months on the payment of all principal amounts and interest falling due between March 1, 2020 and May 31, 2020 and further
extended the moratorium from June 1, 2020 to August 31, 2020. Accordingly, we granted a five-month moratorium to all
customers who were less than or equal to 90 DPD as of March 31, 2020, to the loan instalments due during the period April
1, 2020 to August 31, 2020. The moratorium was granted by us to 141,251 loans with a principal outstanding as of March
31,2020 0f%38,387.5 million. The moratorium resulted in (i) an extension of tenure for each loan by five months; the original
instalments falling due between the five month moratorium were halted, with each borrower expected to restart their EMI
payments from approximately September 2020; and the customer being granted time to return to more regular cashflows.

During the months of March, April and May of 2020, our collection efficiency was 84.86%, 50.95% and 73.19%,
respectively, but by June 2020 our collection efficiency rebounded to 92.26% and subsequently averaged 93.28% collection
efficiency for the second quarter of Financial Year 2021. While we gave a five-month moratorium to all customers who were
less than or equal to 90 DPD as of March 31, 2020, the collection efficiency data quoted immediately above has been
calculated assuming that all installments fell due every month, including during the moratorium period. With the end of
moratorium on August 31, 2020, our disbursements, collections and asset quality improved during the second half of
Financial Year 2021. For instance, we disbursed X11,541.49 million between September 1, 2020 and March 31 2021; our
average monthly collection efficiency improved to 95.98% and 96.50% in the third and fourth quarters of Financial Year
2021, respectively; and our Gross NPA to AUM also reduced to 1.02% as of March 31, 2021.
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However, with the onset of the “second wave” of COVID-19 during the first quarter of Financial Year 2022, we again
experienced an adverse impact on our business and collections operations with our disbursals during the first quarter of
Financial Year 2022 reducing to ¥3,331.24 million compared to 36,618.81 million during the fourth quarter of Financial Year
2021. As such, during the first half of Financial Year 2022, in line with our Board approved policy, we restructured 1.87%
of our loan portfolio, computed as the AUM of restructured loans as of March 31, 2021 as a percentage of the total AUM, as
of March 31, 2021 (2,655 borrowers in the first quarter of Financial Year 2022; and 45 borrowers in the second quarter of
Financial Year 2022). We restructured such loans based on borrowers requesting assistance and also based on us contacting
certain borrowers that showed early signs of overdues. For the first quarter of Financial Year 2022, our average monthly
collection efficiency dropped to 89.33% (calculated using instalment dues for non-restructured loans only) and our Gross
NPA and Net NPA increased during the same period from 1.02% and 0.83%, respectively as of March 31, 2021, to 1.68%
and 1.33%, respectively as of June 30, 2021. Further, during the months of August and September 2021 combined, we have
recorded approximately 82% of borrowers whose loans were restructured during the first quarter of Financial Y ear 2022,
making at least one EMI payment (which is inclusive of 24 borrowers who prepaid and closed their loan accounts).

Our strong collections focus during the second quarter of Financial Year 2022 has resulted in our average monthly collection
efficiency for this quarter being 102.04% (includes collection of arrears instalments dues for the period) which has also
resulted in a reduction of our Gross NPA from 1.68% as of June 30, 2021 to 1.44% as at September 30, 2021, with incremental
restructuring amounting only to 0.03% of our loan portfolio. There still remains significant uncertainty relating to the long-
term adverse impact of the COVID-19 pandemic on the Indian economy, as well as the global economy and financial markets,
and as a result we may not be able to accurately predict the long-term impact of the COVID-19 pandemic on our business.

The table below sets forth our certain DPD to AUM data, our Gross NPA to AUM, Net NPA to AUM data and restructuring
data as of the dates indicated:

As of
Metric September June 30, March 31, March March 31,
30, 2021 2021 2021 31, 2020 2019
30+ DPD to AUM (%) @ 17.66% 21.68% 12.36% 11.82% 11.07%
60+ DPD to AUM (%) @ 8.71% 11.78% 6.47% 6.67% 6.45%
Gross NPA (i.e., 90+ DPD) to AUM (%) 1.44% 1.68% 1.02% 1.37% 0.88%
Expected Credit Loss held on Gross NPAs (X | 11891 157.03 81.19 94.21 43.20
million)
Net NPA to AUM (%) 1.18% 1.33% 0.83% 1.13% 0.68%
Incremental restructured portfolio (Z million) @ 13.67 816.85 NIL Nil Nil
Total restructured portfolio (% million) ©® 830.52 816.85 NIL Nil Nil
Total restructured portfolio as a % of AUM 1.87% 1.84% NIL Nil Nil

Notes:
1)  Represents AUM which are overdue by more than 30 days as a percentage of the total AUM as of the last day of the relevant period
2)  Represents AUM which are overdue by more than 60 days as a percentage of the total AUM as of the last day of the relevant period
3)  Represents the outstanding amounts as of March 31, 2021 on loans that were restructured during the quarter ending on the day as indicated.

The deterioration observed as of June 30, 2021, compared to March 31, 2021 is attributable to the “second wave” of the
COVID-19 pandemic, that led to further lockdowns and curfews generally and resulted in temporary cashflow issues for our
customers, and this was amplified by the lack of any regulatory intervention to assist financial institutions such as us during
this period. However, we were able to demonstrate improvement across the various DPD categories including Gross NPA
(i.e., 90+ DPD) as of September 30, 2021, compared to June 30, 2021. We attribute this improvement to increased customer
cashflows and our concerted collection efforts during this period.

In response to the pandemic, we imposed more stringent credit guidelines, further strengthening the underwriting process
keeping in mind the COVID-19 environment for new customers as well as existing customers for already approved loans. In
addition to the moratoriums and related restructuring of loans, we have taken a number of steps to address the challenges
posed by COVID-19, including the following:

Maintaining business continuity: In order to protect the health and safety of our employees with minimal disruption in
our operations, all our employees at our corporate office and our branches were moved to a work-from home model. Since
our loan management and accounting systems are maintained on the cloud, we were able to easily migrate to a work-from-
home model. We resumed operations at our branches in a staggered manner in compliance with the lockdown restrictions
and government guidelines. By September, 2020, we had resumed physical operations in all of our branches. In order to
ensure adequate safety of employees, we introduced COVID-19 protocols to be followed by all employees and customers
which included temperature checks, social distancing, use of sanitisers, masks and gloves. Customers were provided
continued access to our employees and services through our payment portal on our website and Unified Process Interfaces.

Disbursements and Collections: During the COVID-19 period, we have paid particular focus to the collection activity to
168



ensure where possible we were maximizing our collection efficiency, which in turn operates to reduce missed payments
and mitigate loans becoming a NPA.

Maintaining our liquidity position and reducing our cost of borrowings: During the COVID-19 pandemic, we took
additional measures to improve our liquidity position to ensure adequate funding to meet financial and other commitments.
We raised fresh borrowings of 210,315 million between April 2020 and September 2020 from banks and financial
institutions. This was raised through term loans, NCDs under the RBI’s targeted long-term repo operations (“TLTRO”)
scheme and the Indian Government’s Partial Credit Guarantee (“PCG”) scheme, standard NCDs and principal protected
market linked debentures, and assignment transactions under the PCG scheme. Our incremental cost of borrowings (i.e.,
the interest rate) for these borrowings was 9.96% for the six months ended September 30, 2020, as compared to the
incremental cost of borrowings of 11.37% for the borrowings raised during the Financial Year 2020.

Description of our Business

We are a small business finance lender headquartered in Chennai, Tamil Nadu that has a strong South Indian presence. We
provide secured loans to micro-entrepreneurs and self-employed individuals for business purposes, asset creation and to meet
certain other personal requirements. Our AUM has grown to 346,392.91 million as of September 30, 2021 (and to 344,453.81
million as of March 31, 2021) from ¥4,935.88 million as of March 31, 2017, at a CAGR of 65%. Our profit for the period/year
for the six months ended September 30, 2021 and for the Financial Years 2021, 2020 and 2019 was %2,175.47 million,
%3,589.94 million, %2,619.51 million and %1,564.14 million , respectively, and our Net Worth for the same period/years then
ended was 334,533.12 million, 323,181.72 million, ¥19,445.80 million and 13,648.85 million, respectively. Over 95% of
our loan portfolio comprises loans from between 0.1 million to 1.0 million in value, with an ATS of 20.27 million, 20.26
million, %0.31 million and 0.34 million the six months ended September 30, 2021 and the Financial Years 2021, 2020 and
2019, respectively. Further, the interest rates on our loans depend on the underlying tenor (which ranges from two to seven
years), with approximately 95% of the loans sanctioned falling between the interest range of 24% - 26% and between the
tenure range of five to seven years. All of our leads for customers are sourced in-house without any use of direct selling
agents to source leads for us; further, all of our loans are fully secured with more than an estimated 95% of the collateral
being SORP at the time the loan application is approved.

Target Customer Segment

We are a lender that provide secured loans to small business owners and self-employed individuals, as well as small mortgage
loans to meet certain personal needs of our customers. We target customers in urban and semi-urban locations in India, as
well as rural markets (where CRISIL expects faster growth in bank credit activity as financial awareness increases); who
typically derive income from “everyday” cash and carry businesses with a focus on services; with household cash-flows of
approximately 325,000 to 40,000 per month; who can provide collateral (typically land and building of at least 1.0 million
in value); and whose family will act as co-applicants on the loan. These customers have unencumbered title to the collateral,
are reasonably resistant to business cycles and macro events, and are typically more motivated to service the loan without
delays as a result of social pressures and high customer equity in the collateral property. Our customer centric business
model is predicated on arriving at an appropriate risk framework, with the optimal installment to income ratio to ensure that
our customers have the necessary means to repay the loan after meeting their regular obligations and other event-based capital
requirements.

We primarily offer our customers small loans for business purposes which accounted for 29,099.02 million (62.72% of our
AUM), %27,934.54 million (62.84% of our AUM), 224,477.65 million (62.89% of our AUM) and %13,011.67 million
(61.58% of our AUM), as of September 30, 2021, March 31, 2021, March 31, 2020 and March 31, 2019; as well as loans for
asset creation such as home renovation or improvement, or for meeting expenses for significant economic events such as
marriage, healthcare and education, which accounted for 217,293.89 million (37.28% of our AUM), %16,519.27 million
(37.16% of our AUM), X14,444.64 million (37.11% of our AUM) and %8,116.39 million (38.42% of our AUM), as of the
same dates. For small business loans, our distinguishing factor is that we lend to proprietors who are running the business
and not to the business enterprise itself.

We have focused on this customer segment for approximately the last two decades and believe that such industry experience
which includes having observed changes in customer behavior, products, regulatory landscape and navigating economic
cycles, provides us with a distinct advantage over peers as we continue to expand and penetrate this customer segment further.
Further, we believe that, given the nature of businesses carried by our target customers, which fall within the description of
everyday / essential services, the segment is typically impacted by macro down-cycles last, while being first to emerge from
such cycles. This is illustrated by our performance during demonetization, GST implementation and the COVID-19 pandemic
(first and second waves). In addition, despite experiencing low collection efficiency during the beginning of the COVID-19
pandemic, where during March, April and May of 2020, our collection efficiency was 84.86%, 50.95% and 73.19%,
respectively, by June 2020 our collection efficiency rebounded to 92.26%, being one of the first NBFCs to reach a collection
efficiency of 90% since the beginning of the pandemic, and subsequently averaged 93.28% collection efficiency for the
second quarter of Financial Year 2021. According to the CRISIL Report, NBFCs offering loans for business purpose with
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property as collateral reported collection efficiency in the range of 90-92% in the third quarter of financial year 2021 and 94-
96% in the fourth quarter of financial year 2021. Our average monthly collection efficiency improved to 95.98% and 96.50%
in the third and fourth quarters of Financial Year 2021, respectively. Collection Efficiency is calculated as the proportion of
actual collections (from billings for the period and overdues but excluding prepayments) during the period to scheduled
billings during the period (assuming no moratorium during the months of April 2020 to August 2020).

Product Characteristics

Over 95% of our loan portfolio comprises loans from between 0.1 million to X1.0 million in disbursed value, with an ATS
(at the time of disbursement) across our portfolio of 0.26 million, 20.31 million and %0.34 million in Financial Years 2021,
2020 and 2019, respectively. Further, the interest rates on our loans range depend on the underlying tenor (which ranges from
two to seven years), with approximately 95% of the loans sanctioned falling between the interest range of 24% - 26% and
between the tenure range of five to seven years.

The ticket size and loan to value ratio of each loan is subject to our credit assessment of the customer and factors including
value of the collateral and regulatory limits. Loans are required to be repaid in equated monthly installments (“EMIs”) over
an agreed period. The size of the EMI depends on the size of loan, interest rate and tenure of loan. As of September 30, 2021,
the average loan to value (at sanction) on 192,270 active loan accounts was 36.17%.

All of our loans are fully secured by property collateral. Almost all of the collateral across our loan portfolio are standalone
independent homes, as we generally do not resort to taking vacant land, agricultural land, or flats in residential complexes as
collateral. We take an exclusive charge on the collateral against the loan, that is, we do not share the collateral charge with
any other lender either at the time of sanction and disbursal or at any time during the tenor of the loan.

In addition, we require our customers to pay certain login fees prior to the loan application being processed and certain
charges prior to the disbursement of the loan. These fees and charges are collected at different stages of the loan application
to cover the initial cost of underwriting the loan, document verification and storage. These fees and charges are subject to
periodic changes based on market conditions and regulatory requirements. Additionally, prior to disbursement of a loan, we
register the mortgage at the state registrars’ office.

Branch Network

We have an extensive network of 268 branches, as of September 30, 2021, spread across eight states and 1 union territory
and approximately 126 districts across India, with Tamil Nadu, Andhra Pradesh, Telangana and Karnataka being our key
states. Such key states collectively account for approximately 85% of our branch network as of September 30, 2021. As of
September 30, 2021 approximately 95% of our branches are located in cities and towns with populations up to one million.
The following table sets forth certain details of our branch network on a state/territory basis, as of September 30, 2021.:

Year of - Number % of % of % of AUM R % of

State Entry Districts of Total Super Normal in Total
Branches Branches Branches Branches million) AUM
Tamil Nadu 1985 32 89 33.20% 56.18% 43.82% 18,806.74 40.54%
Andhra Pradesh 2014 13 68 25.37% 55.88% 44.12% 13,218.24 28.49%
Telangana 2016 26 38 14.17% 65.79% 34.21% 8,645.30 18.63%
Karnataka 2014 19 33 12.31% 12.12% 87.88% 3,439.82 7.41%
Madhya Pradesh 2018 29 32 11.94% 25.18% 74.82% 1,832.92 3.95%
Maharashtra 2018 3 4 1.49% 25.00% 75.00% 349.68 0.75%
Chhattisgarh 2019 3 3 1.11% NIL 100.00% 64.00 0.14%
Uttar Pradesh 2019 1 1 0.37% NIL 100.00% 36.22 0.08%

Total - 126 268 100% 46.64% 53.35% 46,392.91 100.00%

The decision to open a branch is based on a detailed analysis of the potential catchment area, economic and business potential,
competition and availability of human resource talent. When we review the potential catchment areas, we analyze retail
density and diversity, overall industrial activity and financial literacy, among other factors. The prevalence of retail activity
demonstrates the potential for lending to small business owners, who may need funding for their working capital requirements
and hence the presence and density of retail activity is an important parameter in determining whether to set up a branch.
We analyze competition within the potential catchment area as a risk mitigation measure, because where competitors are
present (such as other banks and NBFCs) we are able to assess (i) general acceptance of a formal lender with EMI based loan
products amongst the target customer segment, (ii) repayment behaviour, (iii) asset quality trends and (iv) availability of
suitable human resources for hiring as business and collections officers. We also prefer to open new branches contiguous to
our existing locations to leverage neighboring insights and to exercise effective supervision over new branch operations.

Where we start operations in a new geography or where contiguous expansion is not feasible, we typically begin by
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establishing pilot branches to gain a deeper understanding of the catchment area and customer characteristics. We use such
branches to gain a deeper understanding of the catchment area and customer characteristics including (i) sourcing
opportunities, (ii) differences in legal and technical evaluation of collateral from our existing markets, (iii) collection
behavior, (iv) understanding staff behaviors and culture, among other metrics. We utilized this expansion approach in Andhra
Pradesh and Telangana and more recently in Madhya Pradesh. Our senior management closely supervises expansion efforts
to ensure branch and staff performance meet expectations, as well as to conduct periodic review for potential deeper
expansion.

As of September 30, 2021, 57.84% of our branches have been opened for longer than 36 months, 39.55% of our branches
have been opened for between 12 and 36 months and 2.61% our branches have been opened for less than 12 months. When
a new branch is opened, loans from existing branches may be moved to the new branch to facilitate customer convenience.

All of our branches begin as “Normal Branches” and transition to “Super Branches” upon achieving certain criteria.
Operationally, both branch types operate with the same reporting structure and the same set of protocols, products and target
the same customer segment. The following table sets forth particulars of our branch types, as of September 30, 2021:

Branch Particulars Normal Branch Super Branch
Branch size 500-600 sq. feet 1,200 — 1,600 sq. feet
Branch Managers / Senior Branch 1 Branch Manager 2 Branch Managers; 1 Senior Branch
Managers Manager
Relationship Officers 4-6 10-12 (2 teams of 5-6 each)
Field Credit Officers é (Exclusive/ Shared with neighbouring 1 (Exclusive)

ranches)

Cashiers and Operations Personnel 1 Cashier; 1 Operations Personnel 1-2 Cashier; 1-2 Operations Personnel
Catchment Area Radius Approx. 25-30 kms Approx. 40-45 kms

A Super Branch operates effectively as two branches in areas where we see consistently positive branch performance and
good business potential. The decision to transition a Normal Branch to a Super Branch is taken when we usually record 18-
24 months of consistent performance, typically comprising quantitative factors such as the meeting of business and collection
targets, maintaining asset quality and where the ratio of relationship officers and branch managers begins to suggest a branch
transition is necessary; and qualitative factors such as suitable human resource skill within the branch management,
availability of additional relationship officers, ability of the Branch Manager to recruit appropriate personnel and growth
potential in catchments area.

In addition, each branch has unique performance targets which we set dependent on the city population in which the branch
operates, whether the branch is a Normal Branch or Super Branch and the number of relationship officers in each branch.

As of September 30, 2021, we have 143 Normal Branches and 125 Super Branches, with each contributing 31.34% and
68.66% to our total AUM, respectively. Since March 31, 2018 to September 30, 2021, 125 Normal Branches have transitioned
to a Super Branches, which illustrates the success of our branch strategy. We will continue to transition Normal branches
into Super branches in order to enhance our loan portfolio and also benefit from increased scale.

Metric For the six For the year ended / as of March 31
months ended / as (as applicable)
of September 30
(as applicable)
2021 2021 2020 2019 2018

Number of Super Branches 125 95 92 - -
Number of Normal Branches 143 167 160 173 130
Branches with AUM: >X400 million 6 5 7 1 -
Branches with AUM: >%300 million and < 3400 million 33 33 19 2 1
Branches with AUM: >%200 million and <300 million 63 61 68 27 1
Branches with AUM: >%100 million and < 3200 million 75 74 60 67 37
Branches with AUM: <100 million 91 89 94 76 91
Average AUM per Branch (% million) 173.11 169.67 154.45 122.13 77.56
Average disbursements per Branch (% million) @ 26.00 48.07 112.03 96.25 52.60

(1) Calculated as the AUM as of the last day of the relevant period divided by the number of branches as of the last day of the relevant period
(2) Calculated as the amount of loans disbursed during the relevant period divided by the number of branches as of the last day of the relevant period

Credit Approval and Disbursement

We have a robust credit approval process comprising an initial filtering stage requiring relationship officer and Branch
Manager assessment of the applicant, followed by a two layered credit team assessment. At all stages, we are focused on “the
three Cs”, being character, cashflow of the applicant and collateral quality.
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Sourcing and Three-step Lead Appraisal by our Business and Collections Team

All of our loans are sourced in-house, either through our branch-led local marketing efforts (i.e., door-to-door or specific
referral marketing), repeat customers or through walk-ins. Once a lead is identified, it passes through a three stage filtering
process within the branch based business and collections team, comprising a (i) pre-login assessment, (ii) relationship officer
assessment, and (iii) Branch Manager assessment. If a lead is approved following this process, the application file is passed
to our credit team.

. Relationship officer pre-login assessment

Once a lead is identified, it is assigned to a relationship officer. The relationship officer undertakes a basic
verification on the applicant’s business and residence to assess whether the lead is likely to fulfill our criterial for
sanction. This includes reviewing the nature of business to eliminate any businesses that we don’t typically
underwrite such as seasonal and speculative businesses, and undertaking a background check on the borrower and
co-applicant, including collating information on income, property, area, purpose of loan and preliminary assessment
as to ability to meet repayments. If the relationship officer is satisfied by the assessment, the lead is recorded into
our system and a file reference number is created.

. Relationship officer inspection

The relationship officer visits the applicant’s business and residence and conducts a more detailed assessment. Such
visits may occur more than once and at different times of the day to assess the footfalls at the applicant’s business,
the business activity, and to undertake a more detailed assessment of the applicant’s income. As most applicants
don’t have formal banking habits and are not subject to income tax and GST due to the relative scale of their income
and business, formal income documents and bank statements may be difficult to obtain or non-existent and as such
serve a limited purpose in determining the income level of the applicant. The relationship officer therefore spends
time at the place of business going through payment evidence, delivery receipts of stock, inventory levels and other
such proxies to assess business traction and income levels of the applicant.

The relationship officer also visits the residence of the applicant to meet with the co-applicant(s), gather data on the
property and do a background verification and character check on the applicants.

. Branch manager assessment

This stage of the process serves as the “checker stage” in the “maker checker process”. The Branch Manager assesses
all inputs entered into the file by the relationship officer, including by physical visits to the applicant’s business and
residence. The Branch Manager verifies the measurements of the proposed collateral in accordance with the property
documents and arrives at an indicative valuation of the proposed collateral, which is the lower of (i) the market
value of the proposed collateral and (ii) the branch manager’s assessment of a distressed value sale of the proposed
collateral based on precedent transactions in the same or similar locations.

The Branch Manager also undertakes a character check of the applicant and the co-applicant(s) by reviewing the
network of our borrowers in the same locality of residence and/or business and discussing/ gathering information
about the borrower/ family in the local neighborhood and draws upon their references to better understand other
aspects of the applicant and co-applicant(s)’ behavior.

The Branch Managers are empowered to reject leads that they believe, based on available information and evidence, would
eventually not convert into a loan sanction. Hence a substantial portion of all incoming customer leads get rejected during
these three initial steps, primarily before the loan proposal is logged into the system. If not rejected, a report is prepared
which among other things, provides an estimate of income of the applicant and the co-applicant; an estimate of the valuation
of the property collateral; a recommendation of the loan value; the installment to income ratio and the loan to value ratio;
pictures of the place of business and residence of the applicant, including of the surrounding area and proposed mortgage

property.

The report is digitized and made available to the File Credit Team. The business and collections team provide a
recommendation in the report for the credit team to further assess. No member of the business and collections team in the
entire organizational hierarchy including the Chief Business Officer has any loan approval or sanction powers. Approval and
sanction of the loan is done during the next stage of our assessment process.

Underwriting with Our Two-Layered Credit Team Structure

Our credit team is composed of two separate teams. The Field Credit Team is a branch-based network of credit officers that

has recommendation powers and the File Credit Team is a remote credit team which has the authority to approve and sanction

loans. There is complete independence between the credit teams and our business and collections teams and all incentives
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for our credit teams are linked to file processing, not file approval.
. Layer One — Field Credit Team

As a file is logged into our system and a file reference number created at the initial ‘pre-login assessment”, two
independent field site visits are prompted, one for the business and collections team to undertake (as discussed
above) and one for the field credit team to undertake. As of September 30, 2021, we have 273 Field Credit Officers,
with one located in each branch. The Field Credit Team visits the customer’s residence and place of business
independently without having access to the digitized report prepared by the Branch Manager following the three
stage filtering process. Each Field Credit Officer conducts an independent verification of the property documents,
property measurements and an assessment of the valuation of the property collateral. The valuation methodology is
the same as that used by the Branch Manager.

The Field Credit Officer prepares a digitized report which covers similar content as that covered by the Branch
Managers in its report, and submits the report so it is linked to the loan file. In the report, the Field Credit Officer
makes comments on the character, assessment of cash-flows and valuation of collateral and submits the report along
with images of the applicant’s residence, business premises and proposed mortgage property. The Field Credit
Officer however has no loan approval or sanction powers.

° Intermediate level consolidation:

Our system tabulates the report of the Branch Manager and Field Credit Officer into independent data points, which
are available on the Customer Acquisition system. This data, along with the documents submitted by each of the
Branch Manager and Field Credit Officer, contains detailed notes and findings relating to the assessment of customer
character, cash-flows, pictures of the business and residence, independent recommendations of each team and the
valuations of the property collateral, assessment on the loan to value ratio and the installment to income ratio and
any documentary proof relating to business activity such as inventory details and/or receipts.

This intermediate layer also automatically adds third party information to the loan file such as the applicant’s bank
account statements, credit bureau score checks on the applicant and the co-applicant(s), legal opinion on the title of
the property collateral including the related checks from the state registrar’s office.

. Layer Two - File Credit Team

The File Credit Team is the final team in our underwriting process and is the only team with approval and sanction
powers. The File Credit Team is a remote team that has access to all data and reports from our Relationship Officers,
Branch Managers, Field Credit Officers and relevant third party reports. The File Credit Team operates across a
number of branches and our corporate office in Chennai to ensure our team have sufficient language capabilities
regarding the local dialects. Upon reviewing all of the information available and telephone interaction with the
applicant and co-applicant(s), the File Credit Team may approve the loan file and determine the sanctioned loan
amount, interest rate, tenor and EMI amount.

The entire underwriting process from file login to sanction takes approximately 15 days and occurs over our cloud-based
systems with the applicant receiving periodic updates by SMS on the file status. Once the loan is sanctioned by the File Credit
Team, the Operations Team assumes control over the loan and sends the documents to the branch in preparation for
registration of the mortgage. Post registration of the mortgage, the physical files are relocated from the branch to our corporate
office where the original papers are verified by the operations team, and an online encumbrance check is completed to confirm
the mortgage in favor of us. Subsequently, the loan amount is disbursed into the bank account of the borrower.

From the login stage, the whole underwriting process (until sanction) took approximately 15 and 17 days in Financial Years
2020 and 2019, respectively. We experienced an increase in the same process during the Financial Year 2021 and for the six
months ended September 30, 2021, due to onset of COVID-19 and related periodic disruptions such as lockdowns.

Credit Risk Mitigation Measures

To mitigate risks in the provision of loans, we utilize several checks, balances and initiatives throughout our underwriting
assessment process and subsequent loan monitoring process, including:

Co-applicant Pool

All loans require the woman of the house as either the applicant or the co-applicant. We believe this introduces an

increased level of financial discipline to the repayment behaviour and ensures that monies are carved out from the

business income to meet repayment obligations. The owner of the property collateral is generally the primary

applicant by default but we also require all members of the family that may have any right (present or future) to the

title of the collateral property to also act as co-applicant(s) to the loan. This ensures that there is collective decision-
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making on a family basis which minimizes potential conflicts on loan repayments.
Assessments of Character, Cashflow, and Collateral
Character:

Character assessment is an important part of our underwriting process and is a significant qualitative decision metric.
Each of our business and collections and Field Credit Teams is trained to generate multiple inputs on the applicant’s
character by calling out references from neighbors, our other borrowers who reside in the same locality and/ or our
other borrowers who are in the same line of business as the applicant or have their place of business in the same
market/ locality as that of the applicant. This is then supported by a secondary data check that covers credit score
indicating past defaults, if any.

Cashflow:

Due to the limited reliance that we can place on income documentation from our target customer segment,
assessment of the cash income of the borrower is key to our business. Our business model is predicated on arriving
at an appropriate risk framework, with the optimal installment to income ratio to ensure that the borrower has the
necessary means to repay our loan after meeting his regular obligations and other event-based capital requirements.
To that end, our business and collections and Field Credit Team spend considerable time independently assessing
an applicant’s cashflows, which is then triangulated with the living condition check at the applicant’s household,
checked against other prior assessments by our team and revised downward if required. Further, we generally do
not consider income streams that are seasonal and/ or commission based and/ or financial services trading based
and/ or real estate focused. Our Branch Managers and Field Credit Officers are trained to remove such income from
all income assessments before arriving at a more conservative and sustainable cash income figure for the applicant.
On our 192,270 loan accounts existing as of September 30, 2021, the average installment to income ratio at sanction
is 41.58%.

Collateral:

Collateral valuation is also done independently by the business and collections and Field Credit Team. Additionally
for arriving at LTV calculations, the collateral valuation considered is the distress valuation of the collateral. On our
192,270 loan accounts existing as of September 30, 2021, the average LTV ratio at loan sanction is 36.17%.

We believe this triangulation of character, cashflow and collateral enables us to better mitigate our credit risk and
successfully underwrite new loans while maintaining our asset quality.

Independence of the credit function from the business and collections function

Our credit function is completely independent from the business and collections team, across the whole
organizational hierarchy, which is a characteristic we believe differentiates us from our NBFC competitors. No
member of the business and collections team including the Chief Business Officer has any decisioning authority on
credit. Incentives for the Credit Team are independent of the level of approvals / rejections. No member of the Credit
Team reports into any team member in the business and collections team.

“Maker-checker” implemented for each key function

Within the business and collections team, we have two checks on applicants with the Relationship Officer acting as
“maker” and the Branch Manager acting as “checker”. Within the Credit Team, the Field Credit Team acts as the
“maker” and the File Credit Team acts as the “checker”. Further, for title and property document checks, we work
with external empaneled legal teams that act as the “maker”, while our in-house legal teams act as “checker”. Post
loan sanction, the physical file is vetted by the branch team and then by the centralized Operations Team at the
corporate office. All of the loan files that we process through the underwriting function pass through two-level
checks.

Decentralized credit decision-making with strong institutionalization

While members of our File Credit Team are located within our branches, we ensure no File Credit Officer has
authority to approve and sanction loans that are associated with the same branch as where that File Credit Officer is
located. We also vary the allocation of loan files requiring review and approval such that a File Credit Officer does
not review a majority of files from the same Branch or Field Credit Officer in any given month. This ensure that
the files pertaining to a particular Branch and/or Field Credit Officer are distributed across multiple File Credit
Officers.
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Further, we have bifurcated the File Credit Team into a process credit team and an approval credit team. The process
credit team is composed of credit officers who do all the tasks that are done by the approval credit officers but are
being trained to take up the approval credit role and therefore yet do not have approval powers. The approval credit
team is composed of senior credit officers who can approve loans for amounts that are determined based on each
officer’s capability and experience. Typically File Credit Officers have at least four years’ experience and Field
Credit Officers have at least two years’ experience. All files checked by the process credit officers are then passed
on to approval credit officers for the final sanction which ensures integrity of the process. As of September 30, 2021,
we had 42 process credit officers and 95 approval credit officers.

Strong loan exception reporting and review

Our entire credit policy is incorporated into our enterprise wide Information Technology (“IT”) systems. Any
exception to our policy, such as an increase in sanctioned amount, requires approval by a pre-set approval authority
and there are no manual approvals bypassing the IT system. For instance, loan approval for amounts beyond certain
value thresholds, require approval from our Chief Credit Officer or CEO or in certain circumstances, our Chairman
& MD.

Collections, Asset Quality and Monitoring

Our organizational structure is such that business and collections functions are undertaken by the same team. We believe this
model instills financial discipline in our business development team since the same team that sources business is also
responsible for collections. Furthermore, incentives for the business and collections teams are linked to and paid out only
when the team meets both their business and collections targets. As of September 30, 2021 we had 192,270 existing loan
accounts and a business and collections team of 2,827 employees including 2,258 Relationship Officers and Collections
Officers.

Our collections process involves high-touch engagement between our Relationship Officers and our customers and to
optimize this interaction, we ensure that each Relationship Officer is responsible for no more than 120 customers on an
average and will add Relationship Officers where numbers get close.

We have generally averaged a collection efficiency of approximately 98%, except for during the beginning of the COVID-
19 pandemic in 2020, where during March, April and May of 2020, our collection efficiency was 84.86%, 50.95% and
73.19%, respectively, but by June 2020 our collection efficiency rebounded to 92.26%, and subsequently averaged 93.28%
collection efficiency for the second quarter of Financial Year 2021. According to the CRISIL Report, NBFCs offering loans
for business purpose with property as collateral reported collection efficiency in the range of 90-92% in the third quarter of
Financial Year 2021 and 94-96% in the fourth quarter of financial year 2021. As against this, our collections efficiency for
the third quarter and fourth quarter of Financial Year 2021 was 95.98% and 96.50% respectively. Our collections architecture
is tailored to meet the requirements of our target customer segment. Our target customers are used to dealing largely in cash
and their income levels can vary on a monthly basis, particularly around local events and festivals, and as such we have
tailored our systems to accept a high portion of cash collections, predominantly at branches. For the six months ended
September 30, 2021, 61.63% of our total collections were in cash. Our collections philosophy acknowledges this and other
circumstances by allowing customers flexibility on repayments while maintaining strong oversight by our Relationship
Officers and branch managers on slippages from the 0+ DPD category to the 30+ DPD category. In order to ensure
appropriate accounting of cash collected and avoid fraudulent activity, we have instituted controls over the cash collections
process, wherein cashiers at our branches are required to submit reports on a daily basis indicating the opening cash balance,
if any, cash collected during the day, cash deposited into the bank and closing cash balance, if any. This data is cross checked
by a team at Head Office on a daily basis wherein verification processes will occur, such as checking the opening balance
with previous day reports; checking the amounts collected during the day and deposited into the bank accounts, as evidenced
by the deposit slips; checking the opening balance held by the branch and all collections before close. Following such
verification, the data is signed-off by the Head Office.

For accounts within the 1-30 DPD, our collections efforts include reminder messages, calls from the branch and visits by the
Branch Manager to the customer’s business, residence. Where loans are between 31-60 DPD, our supervisory layer,
including, senior branch managers, area managers, regional managers and state heads of business and collections may get
involved, coupled with potential follow up actions from officials from our head office and further in-person visits from other
members of the business and collections. In such circumstances, we can take first steps as regards legal recourse. Between
61-90+ DPD, there is follow-up activity from our head office where senior management officials including our Deputy Head
— Business and Collections, Chief Business Officer, COO, CEO and the Chairman and Managing Director become involved
on a need basis with all efforts being made to the account stabilises in the same category or rolls back to lower categories.
Subsequent actions may include the serving of a legal notice to the borrower and the co-applicants, filing of arbitrations, if
so required. For accounts in the 90+ DPD category, there is a coordinated effort between the corporate office and the branch
to bring the account to a lower category. We incentivize our branches to adhere to a certain Gross NPA target at the branch
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level and the incentives for each individual at the branch are linked to the branch adhering to such Gross NPA target.

In cases where we have closed loan accounts that have been overdue, we have a successful track record of ensuring that there
is no material loss of IRR, that is we have typically been able to recover almost the entire contracted IRR. For loans that are
overdue 1 — 90 DPD but which are settled by the customer, we don’t lose more than 1% IRR in almost all such loans. That
is, on overdue loans which were settled between April 1, 2018 and September 30, 2021, approximately 95% of overdue
accounts between 1 and 90 DPD, were settled between -1% and 1% delta between realized and contracted IRR on settlement,
while 3% accounts settled at higher than 1% delta between realized and contracted IRR. Accordingly, we are able to recover
a significant portion of our revenue even on delinquent (1 — 90 DPD) loans. One of the key reasons for us being able to
recover IRR on overdue and NPA accounts is our sole charge on the collateral property whose value generally appreciates
over time and our conservative LTVs at the time of sanction further reducing over the term of the loan. Such collateralized
property usually represents the single biggest component of net worth for our customers and therefore our customers prefer
to work with us to resolve the delay rather than having us enforce the possession of the collateral to recover our dues.

In cases where we closed loan accounts that were classified as NPA, we have a successful track record of profitable recovery
without any principal loss on any of these loans. While 3,339 loans that settled and closed between April 1, 2017 and
September 30, 2021, were NPA around the time of settlement or closure, approximately 95% of the loans were settled
between -2% and 2% delta between realized and contracted IRR on settlement; further, even on the other approximately 5%
of loans, we have not had to take principal loss on any of those loans.

Capital Adequacy Ratios
The RBI currently requires NBFC-ND-SI to comply with a capital to risk (weighted) assets ratio, or CRAR, consisting of
Tier I and Tier Il capital. Under these requirements, Tier | and Tier Il capital should not be less than 15% of the sum of the

NBFC’s risk-weighted assets on balance sheet and the risk adjusted value of off-balance sheet items, as applicable.

The following table sets forth certain details of our CRAR and other key metrics as of the dates indicated:

Particulars As of
September 30, 2021 March 31, March 31, March 31,
2021 2020 2019
(X in million, except percentages)

Total assets (% in million) 63,745.75 57,936.11 43,531.54 23,611.70
Tier | Capital 30,904.84 19,669.00 18,477.74 13454.04
Tier Il Capital - - - 126.22
Total Capital 30,904.84 19,669.00 18,477.74 13,580.26
Risk Weighted Assets 38,388.59 33,416.35 34,901.50 21,191.15
Capital Adequacy Ratio (%) (CRAR) 80.51% 58.86% 52.94% 64.09%
CRAR - Tier | Capital (%) 80.51% 58.86% 52.94% 63.49%
CRAR - Tier 1l Capital (%) 0.00 0.00% 0.00% 0.60%
Total Borrowings® to Total Equity ratio® 0.83 1.48 1.22 0.70

Notes

(1) Total Borrowings represents the aggregate of debt securities, borrowings (other than debt securities)outstanding as of the last day of the relevant

period.

(2) Total Borrowings to Total Equity ratio represents the aggregate of debt securities, borrowings (other than debt securities), as of the last day of the

relevant period to Total Equity (or Net Worth) as of the last day of the relevant period.

Credit Ratings

Our credit ratings evolution with time is set forth below:

Rating Agency Instrument As of March 31, As of
September
30,
2019 2020 2021 2021
CARE Long-term bank facilities A A A A+
Short-term bank facilities Al Al+
Non-Convertible Debentures A A A A+
Commercial Paper Al Al Al Al+
ICRA Long-term bank facilities A A A A+
Non-Convertible Debentures A A A A+
CRISIL* Non-Convertible Debentures BBB+ BBB+ Not applicable | Not applicable

*Facilities matured in 2020 and subsequently discontinued
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Risk Management

Risk management is integral to our business and as a lending institution, we face financial and non-financial risks. We have
established a risk management and audit framework to identify, assess, monitor and manage various types of internal and
external risks. We conduct regular training of our staff members with respect to risk related matters, as part of our risk
management process.

Our risk management framework is primarily driven by our 8 member Board and its subcommittees Audit Committee, the
Asset Liability Management Committee and the Risk Management Committee and is overseen by our full-time Chief Risk
Officer ,who is responsible for establishing standards for risk assessment and testing, monitoring and performing testing of
the risk controls, consolidating overall risk testing results and escalating any issues to senior management and / or the Risk
Management Committee.

The major types of risk we face in our businesses are market risk, interest rate risk, credit risk, liquidity risk and operational
risk, cash management risk, collateral risk, reputation risk and IT risk. We have policies in place to address these risks, which
are reviewed annually by senior management and approved by the Board of Directors.

Risk Management Architecture

We have formulated a 4-line-of-defense model as part of our risk management architecture, comprising:

1. Our business and support units that are closest to the customer — this team, being closest to our customers, is
responsible for implementation of the risk mitigation policies. Key elements include:

Hiring the right talent

Our recruitment practices for new branches primarily relate to recruiting people with knowledge of the local area
and those who understand the product. Local hiring assists us better understand the geographical risks and nuances
of the local catchment. For our credit function, we prefer to hire people with prior relevant experience and train
them before they are allowed to take credit calls. Our branch managers are subject to same level of KYC checks
and diligence that are performed on our customers, including a field verification check and a credit bureau check.

Combination of the right product and process

All of our portfolio is secured against property collateral and we have not ventured into comparably riskier
unsecured lending practices. In addition, we ensure that our branches are appropriately staffed, have the required
technological and physical infrastructure to function as expected and can source and evaluate business using the
local business and field credit teams. Each of our loan files undergoes an online encumbrance check before
disbursal, which is in addition to the opinion provided by the empaneled legal teams and in-house legal team on the
title of the collateral.

While the operations are decentralized, the decision-making regarding loan sanctioning is independent, that is no
member of the business and collections team has any powers to sanction and disburse a loan. Even within the
approval credit team, different members have different sanctioning powers based on their experience. There is a
well-defined matrix for approval escalation depending on the ticket size of the loan and quality of collateral. All
exceptions regarding loans are required to be handled within the Loan Origination System and are tracked and
reported by the internal audit team.

Measuring outcomes and providing the necessary motivation

We believe our model of combining the business and collections teams differentiates us from our competitors.
Subject to limited senior level exceptions, each member of the team is responsible for collections of the accounts
sourced by them. The incentives for each member of the business and collections team are not only dependent on
the business they source but also on the level of collections. This incentive structure ensures that the collections-
first culture is ingrained in each member of the business and collections team.

For the credit team, incentives are structured by the number of files reviewed, independent of the ratio of files
reviewed to files disbursed and/or rejected. The credit team is therefore incentivized to review each file objectively,
irrespective of the final outcome. We believe this incentive structure also serves as a feedback loop to the business
and collections team since over time, it provides a pattern to the team on what kind of leads get rejected and for
what reasons. This improves their productivity by allowing them to focus on the most suitable leads and reject low-
quality leads very early on in the business development process.
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Continuous monitoring and review

We believe that continuous monitoring and review are key to maintaining asset quality in our business. For each
branch, there are targets on maintaining our NPAs below set thresholds as well as targets on maintaining asset
quality across stages and DPD groups. The performance of each Branch Manager is tracked against these metrics.
Additionally, individual teams such as legal, operations and underwriting have their own quality audit teams that
undertake periodic sample file reviews to ensure adherence to policies and standard operating procedures.

Within each of the business and collections and credit teams, we have also put in place a well-defined supervisory
mechanism. For example, within the business and collections team, the assistant Branch Manager reports into a
Branch Manager who in turn reports into a senior branch managers or an area manager, as the case may be; the area
manager is responsible for oversight on 4-6 branches; each area manager reports into a regional manager with one
regional manager having oversight on 3-4 area managers; the regional managers report to the state heads who in-
turn report to the Deputy Head of Business and Collections or the Chief Business Officer within the central
leadership. In addition, the business and collections function has no influence over the credit function or the cash
management function. This allows us to minimize risk of collusion between business and credit / cash management
functions. Each of our files has an independent review of the title and legal aspects of the collateral by an
independent empaneled legal firm with expertise in real estate title and legal verification in that geography. All
external legal opinions are reviewed and verified by our in-house legal team. There are also annual reviews on high
ticket loans and doubtful assets. The company also tracks early delinquency accounts and quick mortality accounts
with intervention from senior management, where required. Each file on quick mortality accounts is reviewed
periodically at the regional and central supervisory level (including intervention from MD & CEO, where required)
and steps are taken to ensure speedy resolution.

Our risk management department — this department is responsible for establishing standards for risk assessment and
testing, monitoring and performing testing of the risk controls, consolidating overall risk testing results and escalating
any issues to senior management and / or the Risk Management Committee.

Risk management forms an integral part of our business. We continue to improve our internal policies and implement
them rigorously for the efficient functioning of our business. As a lending institution, we face financial and non-financial
risks. We have established a risk management and audit framework to identify, assess, monitor and manage various
types of internal and external risks. We conduct regular training of our staff members with respect to risk related matters,
as part of our risk management process.

Our objective in our risk management processes is to measure and monitor the various risks that we are subject to and
to follow policies and procedures to mitigate and address such risks. Our risk management framework is driven by our
Board and its subcommittees including the Audit Committee, the Asset Liability Management Committee and the Risk
Management Committee and is overseen by our full-time Chief Risk Officer. We accord the necessary importance to
prudent lending practices and have implemented adequate measures for risk mitigation, which include verification of
credit history from credit information bureaus, multiple verifications of a customer’s business and residence, verification
of income and KYC documents submitted by the customer, technical and legal verifications of the property mortgaged,
conservative loan to value and conservative installment to income ratios.

The primary risks we face in our businesses are market risk, interest rate risk, credit risk, liquidity risk, operational risk,
cash management risk, collateral risk, reputation risk and IT risk. We have 16 policies put in place to address these risks
that are reviewed annually by senior management and approved by the Board of Directors.

Market Risk

Market Risk is the risk of loss in on-balance sheet and off-balance sheet positions arising from movements in financial
markets, in particular, changes in interest rates, exchange rates and equity. In line with regulatory requirements, we have
a Board approved Risk Management and ALM policy. This policy provides the framework for assessing market risk,
tracking events happening in market-place, changes in policies and guidelines of the Government and regulators,
exchange rate movement, equity market movements and money market movements.

Interest Rate Risk

We are subject to interest rate risk, primarily since we lend to customers at rates and for maturity periods that may differ
from rates and maturities offered under our financing sources, particularly variable rates. Interest rates are highly
sensitive to many factors beyond our control, including the monetary policies of the RBI, deregulation of the financial
sector in India, domestic and international economic and political conditions, inflation and other factors.

In order to manage interest rate risk, we seek to optimize our borrowing profile between short-term and long-term loans.
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We adopt financing strategies to ensure diversified resource-raising options to minimize cost and maximize stability of
funds. Assets and liabilities are categorized into various time categories based on their maturities and our Asset Liability
Committee prepares an interest rate sensitivity report periodically for assessment of interest rate risks. As of September
30, 2021, 70.73% of our Total Borrowings were fixed interest rate bearing financial liabilities and 29.27% were variable
interest rate bearing financial liabilities.

Credit Risk

Credit risk is the risk of loss that may occur from the default by our customers under our loan agreements. We manage
credit risk through a framework that sets out policies and procedures covering the measurement and management of
credit risk. There is a clear segregation of duties between transaction originators in the business function and approvers
in the credit risk function. Our Board approved credit policies and procedures mitigate our prime risk which is the default
risk. We have a Credit Committee for the review of the policies, process and products on an ongoing basis.

Our credit team ensures the implementation of various policies and processes through random customer visits and
assessment, training of branch staff on application errors, liaison with other institutions to obtain necessary information
and loan closure documents, and highlight early warning signals and industry developments enabling pro-active field
risk management.

Credit sanction is done through a delegation matrix where credit sanctioning powers are defined for respective levels.
Portfolio analysis and reporting is used to identify and manage credit quality and concentration risks. We have
implemented a structured credit approval process, including multi-step customer verification and comprehensive credit
risk assessment, which encompasses analysis of relevant quantitative and qualitative information to ascertain the credit
worthiness of a potential customer. As part of our multi-step customer verification, we have established a process by
which separate set of verifications are conducted by a relationship manager, the Branch Manager and the credit officer
to ensure the quality of customers acquired.

Liquidity Risk

Liquidity risk arises due to the unavailability of adequate amount of capital at an appropriate cost and tenure. We may
face an asset-liability mismatch caused by a difference in the maturity profile of our assets and liabilities. This risk may
arise from the unexpected increase in the cost of financing an asset portfolio at the appropriate maturity and the risk of
being unable to liquidate a position in a timely manner and at a reasonable price. We monitor liquidity risk through our
Asset Liability Committee. Monitoring liquidity risk involves categorizing all assets and liabilities into different maturity
profiles and evaluating them for any mismatches in any particular maturities, particularly in the short-term. We actively
monitor our liquidity position to ensure that we can meet all borrower and lender-related financing requirements.

Our treasury department secures funds from multiple sources, including banks, financial institutions, HNIs, other NBFCs
and capital markets and is responsible for diversifying our capital sources, managing interest rate risks and maintaining
strong relationships with our lenders and rating agencies. We continuously seek to diversify our sources of funding to
facilitate flexibility in meeting our funding requirements. We maintain adequate liquidity buffers to take care of our
working capital requirements and unforeseen market liquidity condition. As of September 30, 2021, we had cash and
cash equivalents of 8,497.55 million and bank balances (other than cash and cash equivalents) of 34,659.40 million,
and had undrawn borrowing facilities amounting to 3,142.08 million (inclusive of undrawn amounts from sanctioned
cash credit facilities), with the average residual tenor of our assets being 58.98 months and the average residual tenor of
our liabilities being 29.39 months.

We have an Asset Liability Management Policy in place, to manage liquidity risk, which provides for several risk
management measures including diversifying our sources of capital to facilitate flexibility in meeting our financing
requirements and maintaining strong capital adequacy.

Operational Risk

Operational risks arise from a variety of factors, including failure to obtain proper internal authorizations, improperly
documented transactions, failure of operational and information security procedures, failure of computer systems,
software or equipment, fraud, inadequate training or employee errors. As one of the features of our lending operations,
we offer a quick loan approval process and therefore have adopted a de-centralized loan approval system detailed above.
In order to control our operational risks, we have adopted clearly defined loan approval processes and procedures. We
also attempt to mitigate operational risk by maintaining a comprehensive system of internal controls, establishing
systems and procedures to monitor transactions, maintaining key back-up procedures and undertaking contingency
planning. In addition, we have appointed audit firms to conduct internal and process audits to assess adequacy of and
compliance with our internal controls, procedures and processes. Reports of the internal auditors as well as the action
taken on the matters reported upon are discussed and reviewed at the Audit Committee meetings.
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Cash Management Risk

Our branches collect cash from customers and deposit it in our bank accounts. In some cases, cash payments are also
made by our customers to our field staff. To address the cash management risks, we have developed advanced cash
management checks that we employ at every stage to track accounts. We ensure that cash collected up to a certain time
is deposited at local bank branches on the same day. Cash that is to be deposited is accounted for at the branch level and
at a central level to avoid discrepancies. Moreover, we conduct regular audits to ensure compliance with our cash
management systems. Further, we also have insurance policies to mitigate the risk.

Collateral Risk

Collateral risks arise due to the decrease in the value of collateral over time. The realizable price of a collateral pledged
to us may be lower than the total amount of loan and interest outstanding in such borrowing and we may be unable to
realize the full amount due from our customers due to such a decrease in the value of collateral. We may also face certain
practical and execution difficulties during the process of enforcing the collateral of defaulting customers. We work with
our customers to assist them navigate difficult periods rather than enforcing collateral, repossessing the asset and
auctioning it to recover our proceeds. We believe this approach allows us to recover our dues more effectively.

Reputation Risk

We manage reputation risk by training and instructing our employees to adhere to our Fair Practices Code. We also have
a grievance redressal mechanism in place, to address any customer complaints, which is communicated to all our
customers. In addition, we have established a central service team, who pro-actively reach out to customers, to ensure
service quality as well as adherence to company policies by our branch employees.

Information Technology Risk

We have a well-established IT infrastructure that ensures performance stability and flexibility as well as IT security. We
have an IT policy which sets out processes and controls that are required to be maintained in relation to the IT systems.
The policy is amended from time to time in order to be compliant with the guidelines of RBI as well as other regulatory
bodies. In addition, we initiated an IT review to be conducted every two years with effect from the Financial Year 2019,
to determine issues and process level gaps.

As part of our IT risk management process, we consider the information (in IT assets or IT systems) at risk, determine
the consequence of compromise of such information, identify threat, recommend appropriate security controls and
safeguards, and determine the reduced residual risk remaining after the controls and safeguards are implemented. We
also train our new and existing staff in our IT policies, procedures and codes of conduct.

Our Audit function — this team is responsible for independent testing and verification of our risk framework and
policies. The Audit function is divided into two parts — an external audit which is carried out by an external audit firm,
and an in-house internal audit team headed by a qualified professional. This team, among other things, (i) identifies
deviations and highlights areas of improvements to senior management and / or the Audit Committee and Risk
Management Committee, (ii) audits each branch twice a year including random field visits, (iii) is responsible for
surprise branch and cash inspections, (iv) is responsible for exception reporting to senior management, with the help of
the IT team and various other departments, and (vi) is responsible for post-facto file audit on a sample basis. In addition,
the internal audit team is responsible for fraud detection, reporting and resolution as also customer grievances. In our
board meetings and audit committee meeting, the internal audit team is mandated to report customer grievances and
processes undertaken to resolve them. As of September 30, 2021, the internal audit team had 20 employees.

Our Board of Directors and the associated committees of the Board — all of our risk management architecture is
approved and periodically reviewed by our Board which also ensures oversight through committees including the Audit
Committee, Risk Management Committee, Asset Liability Committee and Stakeholder Relationship Committee. See
“Key Regulations and Policies — Key Regulations Applicable to Our Company — The Reserve Bank of India Act, as
amended (the “RBI Act”) — Corporate Governance” and “Our Management — Committees of the Board” on pages 184
and 210, respectively.

e Audit Committee. Our Audit Committee is authorized, among other things, to oversee the Company’s financial
reporting process and disclosure of its financial information to ensure that its financial statements are correct,
sufficient and credible; recommend to the Board the appointment, remuneration and terms of appointment of the
statutory auditor of the Company; review and monitor the statutory auditor’s independence and performance, and
effectiveness of audit process; and approve payments to statutory auditors for any other services rendered by the
statutory auditors. The audit committee is chaired by Anand Raghavan, an independent director.
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e Risk Management Committee. Our Risk Management Committee was formed to ensure that appropriate
methodology, processes and systems are in place to monitor and evaluate risks associated with the business of the
Company; to monitor and oversee implementation of the risk management policy, including evaluating the adequacy
of risk management systems; to periodically review the risk management policy, at least once in two years, including
by considering the changing industry dynamics and evolving complexity; and to keep the board of directors informed
about the nature and content of its discussions, recommendations and actions to be taken. The risk management
committee is chaired by Srinivasaraghavan Thiruvallur Thattai, an independent director. The Risk Management
Committee meets once every quarter. Our Chief Risk Officer reports to the Risk Management Committee.

e Asset Liability Committee. Our Asset and Liability Committee was formed to monitor and manage our liquidity
position by identifying short-term liquidity gaps and implementing immediate actions to correct such gaps,
diversifying our sources of capital to facilitate flexibility in meeting our financing requirements, and maintaining
strong capital adequacy. Its scope includes liquidity risk management, management of market risks, and financing
and capital planning. This is a Committee comprising of company executives including the Chairman and Managing
Director, CEO and the CFO.

e Stakeholder Relationship Committee: The Stakeholder Relationship Committee was formed to consider and resolve
the grievances of the security holders of the Company, review measures take for effective exercise of voting rights
by shareholders, review adherence to the service standards adopted by the Company in respect of various services
being rendered by the registrar and share transfer agent and review various measures taken by the Company for
reducing the quantum of unclaimed dividends and ensuring timely receipt of dividend warrants/annual
reports/statutory notices by the shareholders of the Company.

Information Technology

Information technology acts as an enabler in our business and helps us in achieving growth, scale of operations, ease of use,
customer focus and secure operations. We have implemented digital solutions across various aspects of our business with
these objectives in mind. For example, our credit underwriting and risk management teams utilize technology to process
loan applications and analyze credit risks, which also improves the customer experience due to better customer service and
engagement and faster turnaround time as a result of faster decision making. We intend to continue to investment in
upgrading our systems, including our data storage and backup systems, to improve our operational efficiency, customer
service and decision making process while improving our business continuity and reducing the impact of internal and
external risks.

Technology adoption has positively impacted our business across the various functions of loan origination, underwriting,
collections and risk and audit, for instance we:

e have a robust loan origination system (“LOS”) from login to sanction by using Nucleus FinnOne Neo CAS, a widely
used LOS platform for lending businesses;

o utilize an enterprise-wide loan management system (“LMS”), FinnOne Neo LMS, to provide an integrated platform for
payment processing, receipting, general ledger, and reporting. The platform facilitates maintaining our customer history
and transaction data across the tenure of the loan;

e implemented middleware and unified various internal systems and third-party service providers (like credit bureaus)
with our Customer Acquisition system, and introduced hand-held devices directly linked to our CASfor field
investigations by our credit team;

o commenced the configuration of a comprehensive Collections system i.e. Finn One Neo Collections;

o developed a credit risk engine to provide a credit risk output based upon customer demographics and income profile,
which supplements our underwriting process; and

e implemented an online payment gateway to enable our customers to make their payments via UPI and conduct regular
tracking of our collections team by providing them with mobile applications to enable them to collect payments from
our customers.

Through our enterprise document management system, all customer and loan documents are archived in robust and secure
manner on the cloud. From login to sanction, all customer files are digital and access is available in a seamless manner to
each department with due access control. Business and property collateral pictures, legal opinions, field reports and
exception approvals all integrated into file workflow digitally. This ensures a rounded view of the borrower income,
collateral value, title, income proxies available for process & approval credit team to view in one place.

Further, all our branches and corporate office are linked through the LMS platform that enhances data management,
strengthens service delivery and serves customers in an efficient manner. At our branches, we have installed technology
security systems, which helps prevent unauthorized access to our network, manage network broadcasting and provides
security from spoofing attacks.
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Intellectual Property

Our intellectual property includes trademarks, licenses and domain registrations associated with our business. We have one
trademark, registered with the Registrar of Trademarks under the Trademarks Act. For details, see “Government and Other
Approvals” on page 345.

Marketing

Given the demographics and spread of our target audience, we look to connect with prospective customers largely through our
local outreach activities undertaken to create visibility in our target markets. We undertake local marketing activities, local
branding and advertising through distribution of leaflets and posters and also shop to shop marketing by our branch employees
in the target market. In addition, we also provide branded merchandise to our partners/ sales force to create a stronger recall
with the target audience.

Competition

The small business finance industry in India is highly competitive. We face competition from other NBFCs as well as
scheduled commercial banks. In addition to NBFCs and banks, we face competition from unorganized small market
participants who are prevalent in semi-urban and urban landscapes, local money lenders in urban areas, and small finance
banks which are also focused on lending to low and middle income segments and micro, small and medium enterprises and
unorganized money-lenders.

We generally compete on the basis of our product offerings and ticket sizes, reach of branches, turnaround time and simple,
transparent and efficient loan process, as well as trained and skilled employee base, with our competitors. Our competitors
include Shriram City Union Finance Limited, Vistaar Financial Services Private Limited, Veritas Financial and Management
Services Private Limited, Aye Finance, Lendingkart Technologies Private Limited, Digikredit Finance Pvt Ltd and AU Small
Finance Bank, Aavas Financiers Limited, Home First Finance Company India and Aptus Value Housing Finance India.

Among such competitors, we consider a subset of large peers, being those entities with more than 30,000 million in AUM,
as our closest competitors. These are Shriram City Union Finance Limited, Aavas Financiers Limited, Home First Finance
Company India, Aptus Value Housing Finance India and AU Small Finance Bank.

In addition, for the purposes of certain peer comparison data, being best asset quality and lowest credit costs, CRISIL has
identified a subset of lenders engaged in extending MSME business loans shall, comprising Shriram City Union Finance
Limited, Lendingkart Technologies Private Limited, Vistaar Financial Services Private Limited, Veritas Financial and
Management Services Private Limited, Aye Finance, and Digikredit Finance Pvt Ltd.

See “Risk Factors — Internal Risk Factors — The Indian small business finance industry is highly competitive and our inability
to compete effectively could adversely affect our business and results of operations.” on page 30.

Insurance

We maintain insurance policies that are customary for companies operating in our industry. Our principal types of coverage
policies include directors’ and officers’ liability insurance, insurance for medical expenses, personal accident insurance, and
money insurance policy pertaining to cash in safes and in transit insurance, as well as a combined corporate policy which
covers, among others, fidelity insurance, burglary, fire and allied perils.

See also “Risk Factors — Internal Risk Factors - Our insurance coverage may not be sufficient or may not adequately protect
us against all material hazards, which may adversely affect our business, results of operations and financial condition.” on
page 36.

Employees

As of September 30, 2021, we had 4,306 employees. We recruit after conducting reference checks and our new employees
undergo training. We conduct training programs on a periodic basis for our employees on lending operations, underwriting
and due diligence, KYC and anti-money laundering norms, risk management, information technology, and grievance
redressal. We also constantly engage with our employees through programs such as periodic review meetings, conferences,
and refresher trainings.

We also offer ESOPs to select employees and have good incentive systems for the field staff. Our frontline staff (business

and collections, credit, operations, cashier and legal departments) are eligible for these incentive schemes. Members of senior

management are paid incentives based on senior leadership’s discretion and our performance whereas other employees
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(primarily in business and collections and support service functions) receive nominal bonus. Following are the key incentive
schemes:

Incentives based on business and collections targets;
Incentives based on Gross NPA targets;

Credit incentives based on file processing; and
Productivity incentives to Support functions.

In addition to compensation that includes both salary and allowances (including performance linked bonuses), we provide our
employees with other benefits which include insurance coverage, medical reimbursements and employee stock options. As of
September 30, 2021, 21 employees are covered under our ESOP program.

The following table sets forth the function wise split of our employees, as of September 30, 2021:

Function Number of employees
Senior Management 22
Business and Collections (Branch) 2,650
Business and Collections (Supervisory team including at Corporate Office) 177
Field Credit (Branch) 273
File Credit i.e. Process & Approval Credit (Branch) 137
Field and File Credit (Supervisory team including at Corporate Office) 12
Legal and technical 50
Internal Audit 20
Operations (Branch) 379
Operations (Corporate Office) 134
Information Technology 23
Human Resources 12
Accounts (Branch) 351
Accounts (Corporate Office) 51
Administration and Other Suppo