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SECTION I: GENERAL

DEFINITIONS AND ABBREVIATIONS

Unless the context otherwise indicates, all references in this Draft Shelf Prospectus to “the Issuer”, “our
Company”, “the Company” or “ICCL” are to Indiabulls Commercial Credit Limited, a public limited company
incorporated under the Companies Act, 1956, as amended and replaced from time to time, having its registered
office at 5th Floor, Building No. 27, KG Marg, Connaught Place, New Delhi-110001. Unless the context
otherwise indicates, all references in this Draft Shelf Prospectus to “we” or “us” or “our” are to our Company and
its Subsidiaries (collectively referred to as the “Group”), on a consolidated basis.

Unless the context otherwise indicates or implies, the following terms have the following meanings in this Draft
Shelf Prospectus, and references to any legislation, act, regulation, rules, guidelines or policies shall be to such

legislation, act, regulation, rules, guidelines or policies as amended from time to time.

Company related terms

Term Description

X/Rs./INR/Rupees/Indian  The lawful currency of the Republic of India

Rupees

Articles/  Articles of Articles of Association of our Company

Association/AocA

Asset Liability Asset Liability Management Committee of the Board of Directors

Management Committee
or ALCO

Audit Committee

Audit committee of the Board of Directors

“Auditors” or “Statutory
Auditors”

The joint statutory auditors of the Company, HEM Sandeep & Co. and Rao &
Emmar

Board/
Directors

Board of

Board of Directors of our Company or a duly constituted committee thereof

Bond Issue Committee

The committee constituted and authorised by our Board of Directors to take
necessary decisions with respect to the Issue by way a board resolution dated
November 14, 2022.

Chairman

The chairman of our Board of Directors, Mr. Ajit Kumar Mittal.

CEO

Chief Executive Officer of our Company, Mr. Rajiv Gandhi.

Company Secretary and
Compliance Officer

The company secretary and compliance officer of our Company, Mr. Ajit Kumar
Singh.

Corporate Office One International Centre, Tower 1, 18th Floor, Senapati Bapat Road, Mumbai -
400013, Maharashtra, India and Plot No0.422B, Udyog Vihar, Phase — IV,
Gurugram - 122016, Haryana, India.

Corporate Social Corporate Social Responsibility Committee of the Board of Directors

Responsibility

Committee

Director(s) Director of our Company, unless otherwise specified

DSA Direct Selling Agent

Equity Shares

Equity shares of our Company of face value of 310 each

Erstwhile Auditors

The erstwhile statutory auditors of the Company, Ajay Sardana Associates

Group Companies

Includes such companies, other than Promoter(s), Subsidiary/Subsidiaries, with
which there were related party transactions, during the period for which financial
information is disclosed in this Draft Shelf Prospectus, as covered under the
applicable accounting standards and also other companies as considered material
by the Board of the Company

IBFSL Indiabulls Financial Services Limited
ICCL Indiabulls Commercial Credit Limited
IHFL Indiabulls Housing Finance Limited

Independent Director

A Non-executive, independent Director as per the Companies Act, 2013 and the
SEBI Listing Regulations, who are currently on the Board of our Company




Term

Description

The Key Managerial Personnel of the Company appointed in accordance with the
provisions of SEBI ICDR Regulations and the Companies Act, 2013

Key Managerial
Personnel
Limited Review

Financial Results

The unaudited interim financial results for the quarter and six months ended
September 30, 2022 prepared in accordance with Indian Accounting Standard 34,
(Ind AS 34) “Interim Financial Reporting” prescribed under Section 133 of the
Companies Act, 2013 as amended, read with relevant rules issued thereunder ,the
circulars, guidelines and directions issued by the Reserve Bank of India from time
to time and other accounting principles generally accepted in India along with the
limited review report dated November 14, 2022 issued thereon by the Joint
Statutory Auditors

Memorandum/ Memorandum of Association of our Company

Memorandum of

Association/ MoA

Net worth As defined in Sec 2(57) of the Companies Act, 2013, as follows:
“Net worth means the aggregate value of the paid-up share capital and all reserves
created out of the profits, securities premium account and debit or credit balance
of profit and loss account, after deducting the aggregate value of the accumulated
losses, deferred expenditure and miscellaneous expenditure not written off, as per
the audited balance sheet but does not include reserves created out of revaluation
of assets, write back of depreciation and amalgamation.”

Nomination and Nomination and remuneration committee of the Board of Directors

Remuneration

Committee

Preference Shares

Authorised preference share capital of 22,500,000 preference shares of face value
of 10 each.

Promoter

Indiabulls Housing Finance Limited

Promoter Group

Includes the Promoter and entities covered by the definition under regulation
2(1)(zb) of the SEBI ICDR Regulations

Reformatted  Financial
Information

The reformatted financial statements of our Company as at and for the years ended
March 31, 2022, March 31, 2021 and March 31, 2020, comprising the reformatted
statement of assets and liabilities, the reformatted statement of profit and loss, the
reformatted statement of cash flows and the reformatted statement of change in
equity and notes thereto, along with other explanatory information for the years
then ended derived from audited financial statements as at and for the year ended
March 31, 2022, March 31, 2021 and March 31, 2020, prepared in accordance with
Ind-AS.

The audited financial statements as at and for the year ended March 31, 2022,
March 31, 2021 and March 31, 2020, prepared in accordance with the Indian
Accounting Standards notified under Section 133 of the Companies Act, 2013, read
with Companies (Indian Accounting Standards) Rules 2015 as amended and other
accounting principles generally accepted in India, which were approved by our
Board on May 20, 2022, May 19, 2021 and July 3, 2020, respectively, form the
basis for such Reformatted Financial Information

Registered Office

5th Floor, Building No. 27, KG Marg, Connaught Place, New Delhi-110001

Risk Management Risk Management Committee of the Board of Directors

Committee

RoC Registrar of Companies, National Capital Territory of Delhi and Haryana
Shareholder(s) The holder(s) of Equity Shares of our Company, unless otherwise specified in the

context thereof.

Subsidiary/Subsidiaries

The subsidiary of our Company, namely, Indiabulls Asset Management Mauritius,
which was declared defunct on July 18, 2022 by the respective jurisdictional
authorities in the country of incorporation.

There are no subsidiaries of our Company as of the date of this Draft Shelf
Prospectus, in accordance with the Companies Act, 2013, as amended from time




Term

Description

to time.

Tax Auditor

The tax auditors of our Company, Ajay Sardana Associates

Whole-time Director

The whole-time Director on the Board of Directors our Company

ISSUE RELATED TERMS

Term

Abridged
Prospectus
Acknowledgement
Slip

Allotment/  Allot/
Allotted

Allotment Advice

Allottee(s)
Applicant/

Investor/
Applicant

ASBA

Application

Application
Amount
Application Form/
ASBA Form

“ASBA”
“Application
Supported by
Blocked Amount”
or “ASBA
Application”

or

ASBA Account

Banker(s) to the
Issue

Base Issue Size
Basis of Allotment
Bidding Centres

Broker Centres

BSE

Description

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

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

The issue and allotment of the NCDs to successful Applicants pursuant to the Issue

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

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

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

An application to subscribe to the NCDs (whether physical or electronic) offered
pursuant to the Issue by submission of a valid Application Form and payment of the
Application Amount by any of the modes as prescribed under the Shelf Prospectus and
relevant Tranche Prospectus(es)

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

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

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

A bank account maintained by an ASBA Bidder with an SCSB, as specified in the ASBA
Form submitted by ASBA Applicants for blocking the Bid Amount mentioned in the
ASBA Form and will include a bank account of a retail individual investor linked with
UPI, for retail individual investors submitting application value upto ¥5,00,000
Collectively, the Public Issue Account Bank, Sponsor Bank and the Refund Bank

As will be specified in the relevant Tranche Prospectus for each Tranche Issue

As will be specified in the relevant Tranche Prospectus for each Tranche Issue

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

Broker Centres notified by the Stock Exchanges where Applicants can submit the ASBA
Forms (including ASBA Forms under UPI in case of UPI Investors) to a Registered
Broker. The details of such Broker Centres, along with the names and contact details of
the Trading Members are available on the respective websites of the Stock Exchanges at
www.bseindia.com and www.nseindia.com

BSE Limited



Term

Category | -
Institutional
Investors

Category Il — Non-
Institutional
Investors

Category Il —High
Net-Worth
Individuals
Category IV -
Retail  Individual
Investors

Client ID

Consortium/

Members of

the  Consortium
(each

individually, a
Member

of the Consortium)
Consortium
Agreement / Lead
Broker Agreement

Description

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

Provident funds and pension funds with minimum corpus of %25 crore, and
superannuation funds and gratuity funds, which are authorised to invest in the
NCDs;

Alternative Investment Funds subject to investment conditions applicable to
them under the Securities and Exchange Board of India (Alternative Investment
Funds) Regulations, 2012, as amended;

Resident Venture Capital Funds registered with SEBI;

Insurance Companies registered with IRDA,;

State industrial development corporations;

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

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

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

Systemically important non-banking financial companies being non-banking
financial companies registered with the Reserve Bank of India and having a net
worth of more than X500 crores as per its last audited financial statements; and
Mutual Funds registered with SEBI

Companies within the meaning of section 2(20) of the Companies Act, 2013;
Statutory bodies/ corporations and societies registered under the applicable laws
in India and authorised to invest in the NCDs;

Co-operative banks and regional rural banks;

Public/private charitable/ religious trusts which are authorised to invest in the
NCDs;

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

Partnership firms in the name of the partners;

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

Association of Persons; and

Any other incorporated and/ or unincorporated body of persons

High Net-worth individuals which include Resident Indian individuals or Hindu
Undivided Families through the Karta applying for an amount aggregating to above 310
Lakh across all series of NCDs in Issue

Resident Indian individuals or HUFs applying through the Karta, for NCDs for an
amount aggregating up to and including X10 Lakh, across all series of NCDs in a Tranche
Issue and shall include Retail Individual Investors, who have submitted bid for an amount
not more than 5,00,000 in any of the bidding options in the Issue (including HUFs
applying through their Karta and does not include NRIs) through UPI Mechanism
Client identification number maintained with one of the Depositories in relation to the
demat account

The Lead Managers and Consortium Members

As specified under the relevant Tranche Prospectus



Term
Consortium
Members / Lead
Brokers

CDP/  Collecting
Depository
Participant
Coupon/  Interest
Rate

Credit Rating
Agencies

CRISIL

CRISIL Ratings
CRISIL Report

Debenture Trustee
Agreement
Debenture  Trust
Deed

Debenture Trustee/
Trustee

Deemed Date of
Allotment

Demographic
Details

Depositories Act
Depository(ies)

DP / Depository
Participant
Designated
Branches

Designated CDP

Locations

Designated Date

Designated
Intermediary(ies)

Description
As specified under the relevant Tranche Prospectus

A depository participant, as defined under the Depositories Act, 1996, as amended, and
registered under Section 12(1A) of the SEBI Act and who is eligible to procure
Applications at the Designated CDP Locations in terms of the SEBI Operational Circular
As specified under the relevant Tranche Prospectus

For the present Issue, the credit rating agencies, being CRISIL Ratings Limited and
ICRA

CRISIL Limited

CRISIL Ratings Limited

NBFC Report released in Mumbai in November 2022, prepared and issued by CRISIL
Limited

The agreement dated December 14, 2022 entered into between the Debenture Trustee
and our Company

The trust deed to be entered into between the Debenture Trustee and our Company

Debenture Trustee for the NCD Holders in this Issue being Beacon Trusteeship Limited

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

The details of an Applicant, such as his address, bank account details, UPI ID, Permanent
Account Number, Category for printing on refund orders, and occupation which are
based on the details provided by the Applicant in the Application Form.

The Depositories Act, 1996, as amended

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

A depository participant as defined under the Depositories Act

Such branches of the SCSBs which shall collect the ASBA Applications and a list of
which is available on
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

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

The date on which Registrar to the Issue issues instruction to SCSBs for transfer of funds
from the ASBA Account to the Public Issue Account(s) or to the Refund Account, as
appropriate, in terms of the Shelf Prospectus and relevant Tranche Prospectus and the
Public Issue Account and Sponsor Bank Agreement

Collectively, the Lead Managers, the Consortium Members/Lead Brokers, agents,
SCSBs, Trading Members, CDPs and RTAs, who are authorised to collect Application
Forms from the Applicants in the Issue

In relation to ASBA applicants submitted by Retail Individual Investors where the
amount was blocked upon acceptance of UPI Mandate Request using the UPI
Mechanism, Designated Intermediaries shall mean the CDPs, RTAs, Lead Managers,
Consortium Members, Lead Brokers, Trading Members and Stock Exchange where



Term

Designated RTA

Locations

Designated  Stock
Exchange
Direct
Application

Online

Draft
Prospectus

Shelf

Edelweiss

Elara

Interest/  Coupon
Payment Date
Issue

Issue Agreement
Issue Closing Date
“Issue Documents”
or “Transaction
Documents”

Issue Opening Date

Issue Period
Lead Managers/
LMs

Listing Agreement

Market Lot

NCDs/ Debentures
NCD Holder/
Debenture
Holder(s)/  Bond
Holder(s)

OCB or Overseas
Corporate Body

Description

applications have been submitted through the app/web interface as provided in the SEBI
Operational Circular.

Such locations of the RTAs where Applicants can submit the Application Forms to
RTAs. The details of such Designated RTA Locations, along with names and contact
details of the RTAs eligible to accept ASBA Forms and Application Forms submitted
using the UPI Mechanism as a payment option (for a maximum amount of %5,00,000)
are available on the website of the Stock Exchanges at https://www.bseindia.com/ and
https://www.nseindia.com/, as updated from time to time.

BSE Limited

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

This Draft Shelf Prospectus dated December 19, 2022, filed by our Company with the
Stock Exchanges for receiving public comments in accordance with the provisions of the
SEBI NCS Regulations and to SEBI for record purpose

Edelweiss Financial Services Limited

Elara Capital (India) Private Limited

As specified under the relevant Tranche Prospectus

Public issue by our Company of secured NCDs of face value of 31,000 each, aggregating
up to 1,000 crores (“Shelf Limit”). The NCDs will be issued in one or more tranches
up to the Shelf Limit, on terms and conditions as set out in the relevant tranche prospectus
for relevant tranche issue (each a “Tranche Issue”), which should be read together with
this Draft Shelf Prospectus and the Shelf Prospectus (collectively the “Offer
Documents™).

Agreement dated December 15, 2022 between our Company and the Lead Managers
As specified in the relevant Tranche Prospectus

The Draft Shelf Prospectus, the Shelf Prospectus, the relevant Tranche Prospectus read
with any notices, corrigenda, addenda thereto, Abridged Prospectus, the Issue
Agreement, Registrar Agreement, Consortium/Lead Broker Agreement, Debenture
Trustee Agreement, Public Issue Account and Sponsor Bank Agreement, Tripartite
Agreements, Application Form and the Debenture Trust Deed and various other
documents, if applicable, and various other documents/ agreements/ undertakings,
entered or to be entered by our Company with Lead Managers and/or other
intermediaries for the purpose of this Issue. For further details, see “Material Contracts
and Documents for Inspection” on page 377.

As specified in the relevant Tranche Prospectus

The period between the Issue Opening Date and the Issue Closing Date inclusive of both
days during which prospective Applicants may submit their Application Forms
Edelweiss Financial Services Limited

Elara Capital (India) Private Limited

Trust Investment Advisors Private Limited

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

One NCD

Secured redeemable non-convertible debentures of face value of ¥1,000 each

Holder of secured redeemable non-convertible debentures of face value of ¥1,000 each

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

Public
Account

Issue

Public
Account
Bank

Public
Account
Sponsor Bank
Agreement
Record Date

Issue

Issue
and

Recovery Expense
Fund

Redemption
Amount
Redemption Date

Refund Account
Refund Bank(s)
Register of NCD
Holders/ Register
of Debenture
Holders
Registered Broker
or Brokers

Registrar to the
Issue/ Registrar /
RTA /  Share
Transfer Agent
Registrar
Agreement

Series
Security

Description

This Draft Shelf Prospectus, the Shelf Prospectus, the relevant Tranche Prospectus read
with the Shelf Prospectus

An account opened with the Banker(s) to the Issue to receive monies for allotment of
NCDs from the ASBA Accounts on the Designated Date as specified for relevant
Tranche Prospectus

As specified in the relevant Tranche Prospectus

As specified in the relevant Tranche Prospectus

The record date for payment of interest in connection with the NCDs or repayment of
principal in connection therewith shall be 15 days (as specified under relevant Tranche
Prospectus) prior to the date on which interest is due and payable, and/or the date of
redemption or such other date as may be determined by the Board of Directors or the
Bond Issue Committee from time to time in accordance with the applicable law. Provided
that trading in the NCDs shall remain suspended between the aforementioned Record
Date in connection with redemption of NCDs and the date of redemption or as prescribed
by the Stock Exchanges, as the case may be.

In case Record Date falls on a day when Stock Exchanges are having a trading holiday,
the immediate subsequent trading day will be deemed as the Record Date.

A fund which would be deposited by our Company with the Designated Stock Exchange
for an amount equal to 0.01% of the issue size, subject to a maximum of deposit of
%25,00,000 at the time of making the application for listing of NCDs.

As specified in the relevant Tranche Prospectus

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

As specified in the relevant Tranche Prospectus

As specified in the relevant Tranche Prospectus

The Register of debenture holders maintained by the Issuer in accordance with the
provisions of the Companies Act, 2013

Stock brokers registered with SEBI under the Securities and Exchange Board of India
(Stock Brokers) Regulations, 1992, as amended and the stock exchanges having
nationwide terminals, other than the Members of the Consortium and eligible to procure
Applications from Applicants

KFin Technologies Limited

Agreement dated December 14, 2022 entered into between our Company and the
Registrar to the Issue, in relation to the responsibilities and obligations of the Registrar
to the Issue pertaining to the Issue

As specified in the relevant Tranche Prospectus

The secured NCDs proposed to be issued will be secured by a first ranking pari
passu charge by way of hypothecation in favor of the Debenture Trustee, on the financial
and non-financial assets (including investments) of the Company, both present and
future; and on present and future loan assets of the Company, including all monies
receivable for the principal amount and interest thereon, on a first ranking pari
passu basis with all other secured lenders to the Issuer holding pari-passu charge over
the security, as specifically set out in and fully described in the Debenture Trust Deed.
The NCDs will have a minimum security cover of 1.25 times on the principal amount
and interest thereon.



Term

Self-Certified
Syndicate Banks or
SCSBs

Shelf Limit

Shelf Prospectus

Specified
Cities/Specified
Locations

Sponsor Bank

Stock Exchanges
Syndicate or
Members of the
Syndicate
Syndicate
Application
Locations
Syndicate ASBA
Syndicate  SCSB
Branches

ASBA

Description

The secured NCDs proposed to be issued under this Issue and all earlier secured issues
of debentures, bond issuances and loans outstanding in the books of our Company having
corresponding assets as security, shall rank pari passu without preference of one over
the other except that priority for payment shall be as per applicable date of redemption /
repayment.

The Issuer reserves the right to sell or otherwise deal with the receivables, both present
and future, including without limitation to create a charge on pari passu or exclusive
basis thereon for its present and future financial requirements, provided that a minimum-
security cover of 1.25 times on the principal amount and accrued interest thereon, is
maintained, on such terms and conditions as the Issuer may think appropriate, without
the consent of, or intimation to, the NCD Holders or the Debenture Trustee in this
connection. However, if consent and/or intimation is required under applicable law, then
the Issuer shall obtain such consents and/ or intimation in accordance with such law. We
have received necessary consents from the relevant debenture trustees and security
trustees for ceding pari passu charge in favour of the Debenture Trustee in relation to
the NCDs.

The banks which are registered with SEBI under the Securities and Exchange Board of
India (Bankers to an Issue) Regulations, 1994, as amended, and offer services in relation
to ASBA and UPI, a list of  which is available on
http://www.sebi.gov.in/sebi_data/attachdocs/1365051213899.html and
https://sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40
for UPI, updated from time to time or at such other website as may be prescribed by
SEBI from time to time

The aggregate limit of the Issue, being 31,000 crores to be issued under this Draft Shelf
Prospectus, the Shelf Prospectus and Tranche Prospectus(es) through one or more
Tranche Issues

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

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

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

A Banker to the Issue, registered with SEBI, which is appointed by the Issuer to act as a
conduit between the Stock Exchanges and NPCI in order to push the mandate collect
requests and/or payment instructions of the retail individual investors into the UPI for
retail individual investors applying through the app/web interface of the Stock
Exchange(s) with a facility to block funds through UPI Mechanism for application value
upto 5,00,000 and carry out any other responsibilities in terms of the SEBI Operational
Circular.

BSE and NSE

Collectively, the Consortium Members / Lead Brokers appointed in relation to the Issue

ASBA Applications through the Lead Managers, Consortium Members / Lead Brokers
or the Trading Members of the Stock Exchanges only in the Specified Cities

Applications through the Members of the Syndicate or the Designated Intermediaries

In relation to ASBA Applications submitted to a Member of the Syndicate, such branches
of the SCSBs at the Syndicate ASBA Application Locations named by the SCSBs to
receive deposits of the Application Forms from the members of the Syndicate, and a list
of which is available on
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Term

Tier | capital

Tier 11 capital

Tenor
Trading Members

Tranche Issue
Tranche
Prospectus

Transaction
Registration Slip or
TRS

Description

http://www.sebi.gov.in/sebi_data/attachdocs/1365051213899.html or at such other
website as may be prescribed by SEBI from time to time

For Fiscal 2021 and 2022:

“Tier I Capital” means owned fund as reduced by investment in shares of other non-
banking financial companies including housing finance companies and in shares,
debentures, bonds, outstanding loans and advances including hire purchase and lease
finance made to and deposits with subsidiaries and companies in the same group
exceeding, in aggregate, ten per cent of the owned fund

For Fiscal 2020:

“Tier-I capital” means owned fund as reduced by investment in shares of other housing
finance companies and in shares, debenture, bonds, outstanding loans and advances
including hire purchase and lease finance made to and deposits with subsidiaries and
companies in the same group exceeding, in aggregate, ten percent of the owned fund
For Fiscal 2021 and 2022:

“Tier II Capital” means:

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

(b) revaluation reserves at discounted rate of 55%;

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

(d) hybrid debt capital instruments;

(e) subordinated debt;

to the extent the aggregate does not exceed Tier | capital

For Fiscal 2020:
“Tier II Capital” means:

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

(b) revaluation reserves at discounted rate of 55%;

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

(d) hybrid debt capital instruments;

(e) subordinated debt; and

(f) perpetual debt instruments issued by a systemically important non- deposit taking
non-banking financial company which is in excess of what qualifies for Tier |
Capital,

to the extent the aggregate does not exceed Tier | capital

Tenor shall mean the tenor of the NCDs as specified in the relevant Tranche Prospectus
Intermediaries registered with a Broker under the SEBI (Stock Brokers) Regulations,
1992 and/or with the Stock Exchange under the applicable byelaws, rules, regulations,
guidelines, circulars issued by Stock Exchange from time to time and duly registered
with the Stock Exchange for collection and electronic upload of Application Forms on
the electronic application platform provided by the Stock Exchange

Issue of the NCDs pursuant to the relevant Tranche Prospectus

The Tranche Prospectus(es) containing the details of NCDs including interest, other
terms and conditions, recent developments, general information, objects, procedure for
application, statement of tax benefits, regulatory and statutory disclosures and material
contracts and documents for inspection, and any other information in respect of the
relevant Tranche Issue

The acknowledgement slip or document issued by any of the Designated Intermediary
to an Applicant upon demand as proof of registration of the Application Form
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Term
Tripartite
Agreements

Trust
“UPI” or
Mechanism”

“UPI

UPI'ID

“UPI

Request”
“Mandate
Request”
Wilful Defaulter

Mandate
or

Working Day(s)

Description

Tripartite agreement dated July 15, 2016 among our Company, the Registrar and CDSL
and tripartite agreement dated July 10, 2010 among our Company, the Registrar and
NSDL

Trust Investment Advisors Private Limited

Unified Payments Interface mechanism in accordance with the SEBI Operational
Circular as amended from time to time, to block funds for application value upto
%5,00,000 submitted through intermediaries, namely the Registered Stock brokers,
Registrar and Transfer Agent and Depository Participants.

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

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

Includes wilful defaluters as defined under Regulation 2(1)(lll) of the Securities and
Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2018

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

CONVENTIONAL AND GENERAL TERMS OR ABBREVIATION

Term/Abbreviation
AGM
AlF

ALM
AS
ASBA
CAGR

CDSL
CIN
Companies Act/ Act

Companies Act, 1956
Companies Act, 2013
CP

CPC

CRAR

CRPC

CSR

ECB

ECS

Depositories Act
Depository(ies)

DIN

Description/ Full Form

Annual General Meeting

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

Asset Liability Management

Accounting Standards issued by Institute of Chartered Accountants of India
Application Supported by Blocked Amount

Compounded Annual Growth Rate and is calculated by dividing the value at the
end of the period in question by corresponding value at the beginning of that
period, and raiding the result to the power of one divided by the period length, and
subtracting one from the subsequent result

Central Depository Services (India) Limited

Corporate Identity Number

The Companies Act, 1956 or the Companies Act 2013, to the extent notified by the
Ministry of Corporate Affairs and in force as on the date, as the case may be, as
amended and replaced from time to time

Companies Act, 1956, as amended and as applicable

The Companies Act, 2013, as amended

Commercial Paper

Code of Civil Procedure, 1908, as amended

Capital to Risk-Weighted Assets Ratio

Code of Criminal Procedure, 1973, as amended

Corporate Social Responsibility

External Commercial Borrowings

Electronic Clearing Scheme

Depositories Act, 1996, as amended

CDSL and NSDL

Director Identification Number
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Term/Abbreviation

DP/ Depository
Participant

DRR

EGM

FCNR

FDI

FDI Policy

FEMA
Financial
FY

FIR
GDP
Gol or Government
HFC

HNI

HUF

ICAI

IFRS

Income Tax Act
Income Tax Rules
India

IND AS/Ind AS

Year/ Fiscal/

Indian GAAP

IRDAI
IT

KYC
MCA
MoF
NACH
NBFC
NEFT
NHB
NSDL
NSE
p.a.
PAN
PAT
PCG
QIP
RBI
RBI Act
RBI Master Directions

RTGS
SARFAESI Act

SEBI
SEBI Act

Description/ Full Form
Depository Participant as defined under the Depositories Act

Debenture Redemption Reserve

Extraordinary general meeting

Foreign Currency Non-Repatriable

Foreign Direct Investment

The Government policy, rules and the regulations (including the applicable
provisions of the FEMA Non-Debt Rules) issued by the Government of India
prevailing on that date in relation to foreign investments in our Company’s sector
of business as amended from time to time

Foreign Exchange Management Act, 1999, as amended

Period of 12 months ended March 31 of that particular year and as at March 31 of
that particular year

First Information Report

Gross Domestic Product

Government of India

Housing finance company

High Net-worth Individual

Hindu Undivided Family

Institute of Chartered Accountants of India

International Financial Reporting Standards

Income Tax Act, 1961, as amended

Income Tax Rules, 1962, as amended

Republic of India

Indian accounting standards, as specified under Section 133 of the Companies
Act, 2013, read with Rule 3 of the Companies (Indian Accounting Standard) Rules,
2015, as amended

Generally accepted accounting principles in India, including the accounting
standards specified under Section 133 of the Companies Act, 2013, read with
Rule 3 of the Companies (Indian Accounting Standard) Rules, 2015, as amended
Insurance Regulatory and Development Authority

Information Technology

Know Your Client

Ministry of Corporate Affairs, Gol

Ministry of Finance, Gol

National Automated Clearing House

Non-Banking Financial Company, as defined under applicable RBI guidelines
National Electronic Fund Transfer

National Housing Bank

National Securities Depository Limited

National Stock Exchange of India Limited

Per annum

Permanent Account Number

Profit After Tax

Partial Credit Enhancement Guarantee

Qualified Institutions Placement

Reserve Bank of India

Reserve Bank of India Act, 1934, as amended

RBI’s Master Direction — Non-Banking Financial Company — Housing Finance
Company (Reserve Bank) Directions, 2021 dated February 17, 2021, as amended
Real Time Gross Settlement

Securitisation and Reconstruction of Financial Assets and Enforcement of Security
Interest Act, 2002, as amended

Securities and Exchange Board of India

Securities and Exchange Board of India Act, 1992, as amended
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Term/Abbreviation
SEBI Operational
Circular

SEBI ICDR Regulations

SEBI NCS Regulations
SEBI

Regulations
WCDL

Listing

Description/ Full Form

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

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

Securities and Exchange Board of India (Issue and Listing of Non-Convertible
Securities) Regulations, 2021, as amended from time to time

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

Working Capital Demand Loan

BUSINESS/ INDUSTRY RELATED TERMS

Term/Abbreviation
Adjusted CRAR

ASSOCHAM

ALM

CIBIL

ECB

ECL

EMI

ESG

FSI

Gross NPAs/GNPAs

ICFR

KYC

LAP

Loan Book / Loans
excluding  Impairment
loss allowance

LTV

MICR

MSME

Net NPAs

NPA

PMLA

ROE

SCB

SMA

Stage 1 Asset

Stage 1 Provision

Stage 2 Asset

Stage 2 Provision
Stage 3 Asset
Stage 3 Provision

UIDAI

Description/ Full Form

Adjusted capital to risk (weighted) assets ratio (Considering nil risk weightage on
mutual fund investments)

The Associated Chambers of Commerce and Industry of India

Asset Liability Management

Credit Information Bureau (India) Limited

External Commercial Borrowings

Expected Credit Losses

Equated monthly instalment

Environmental, social and governance

Floor Space Index

Aggregate of receivable from financing business considered as non-performing
assets (secured and unsecured) and non performing quoted and unquoted credit
substitute

Internal Control over Financial Reporting

Know Your Customer

Loan Against Property

Aggregate of loan assets, credit substitute, accrued interest and redemption
premium on loan assets, unamortised loan origination costs, less unamortised
processing fee as determined under Ind AS

Loan-to-value ratio

Magnetic ink character recognition

Micro, Small & Medium Enterprises

Gross NPAs less provisions for NPAs

Non — Performing Assets

Prevention of Money Laundering Act, 2002, as amended

Return on Equity

Scheduled Commercial Bank

Special mention accounts

Stage 1 Assets includes loans that have not had a significant increase in credit risk
since initial recognition or that have low credit risk at the reporting date as defined
under IND AS

Stage 1 provision are 12-month ECL on Stage 1 Assets resulting from default
events that are possible within 12 months after the reporting date as defined under
IND AS

Stage 2 Assets includes loans that have had a significant increase in credit risk
since initial recognition but that do not have objective evidence of impairment as
defined under IND AS

Stage 2 provision are life time ECL resulting from all default events that are
possible over the expected life of the Stage 2 Assets as defined under IND AS
Stage 3 Assets includes loans that have objective evidence of impairment at the
reporting date as defined under IND AS

Stage 3 provision are life time ECL resulting from all default events that are
possible over the expected life of the Stage 3 Assets as defined under IND AS
Unique Identification Authority of India

14



Notwithstanding anything contained herein, capitalised terms that have been defined in “Capital Structure”,
“Regulations and Policies”, “History and other Corporate Matters”, “Statement of Tax Benefits”, “Our
Management”, “Financial Statements”, “Financial Indebtedness”, “Outstanding Litigations and Defaults”,
“Issue Procedure” and “Main Provisions of the Articles of Association of our Company” on pages 67, 174, 171,
75, 197, 226, 228, 245, 320 and 351 of this Draft Shelf Prospectus, respectively, will have the meanings ascribed
to them in such sections.
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CERTAIN CONVENTIONS, USE OF FINANCIAL, INDUSTRY AND MARKET DATA AND
CURRENCY OF PRESENTATION

Certain Conventions

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

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

Presentation of Financial Information

Our Company’s financial year commences on April 1 of the immediately preceding calendar year and ends on
March 31 of that particular calendar year, so all references to a particular financial year or fiscal are to the 12
month period commencing on April 1 of the immediately preceding calendar year and ending on March 31 of that
particular calendar year. Unless the context requires otherwise, all references to a year in this Draft Shelf
Prospectus are to a calendar year and references to a Fiscal/Fiscal Year are to the year ended on March 31 of that
calendar year.

Our Company publishes its financial statements in Rupees. Our Company’s financial statements as at and for the
year ended March 31, 2022, 2021, and 2020 has been prepared in accordance with Ind AS.

The Reformatted Financial Information and the Limited Review Financial Results are included in this Draft Shelf
Prospectus. The examination report on the Reformatted Financial Information and the limited review report on
the Limited Review Financial Results, as issued by the Statutory Auditors are included in this Draft Shelf
Prospectus in “Financial Statements” on page 226 of this Draft Shelf Prospectus.

Any discrepancies in the tables included herein between the amounts listed and the totals thereof are due to
rounding off.

Unless stated otherwise, the financial data for (i) for the quarter and six months ended September 30, 2022 has
been derived from the Limited Review Financial Results included in this Draft Shelf Prospectus and (ii) the
financial years ended on March 31, 2022, March 31, 2021 March 31, 2020 has been derived from the Reformatted
Financial Information included in this Draft Shelf Prospectus.

Unless stated otherwise and unless the context requires otherwise, the financial data used in this Draft Shelf
Prospectus is on a consolidated basis.

Further, the Limited Review Financial Results for the quarter and six months ended September 30, 2022, have
been limited reviewed by our Statutory Auditors and they have issued an auditors’ report dated November 14,
2022 bhased on their review conducted in accordance with Standard on Review Engagement (SRE) 2410 issued
by the ICAI. The Limited Review Financial Results are not indicative of full year results and are not comparable
with Reformatted Financial Information.

There are significant differences between Ind AS, Indian GAAP, US GAAP and IFRS. We urge you to consult
your own advisors regarding such differences and their impact on our financial data. Accordingly, the degree to
which the Reformatted Financial Information in this Draft Shelf Prospectus will provide meaningful information
is entirely dependent on the reader’s level of familiarity with Ind AS. Any reliance by persons not familiar with
Indian accounting practices on the financial disclosures presented in this Draft Shelf Prospectus should
accordingly be limited.
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Non-GAAP Financial Measures

Net worth, Financial Assets (excluding cash and cash equivalents) and Investments, Non-Financial Assets
(excluding property, plant and equipment and other intangible assets), Financial Liabilities (excluding debt
securities, borrowing (other then debt securities and subordinated liabilities) and Total Debt/Total Equity
(together, “Non-GAAP Financial Measures”), presented in this Draft Shelf Prospectus are supplemental
measure of our performance and liquidity that is not required by, or presented in accordance with, Ind AS, Indian
GAAP, IFRS or US GAAP. Further, these Non-GAAP Measures are not a measurement of our financial
performance or liquidity under Ind AS, Indian GAAP, IFRS or US GAAP 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, IFRS
or US GAAP. In addition, these Non-GAAP measures are not standardised terms, hence a direct comparison of
these Non-GAAP Measures between companies may not be possible. Other companies in financial services
industry may calculate these Non-GAAP Measures differently from us, limiting its usefulness as a comparative
measure. Although such Non-GAAP Measures are not a measure of performance calculated in accordance with
applicable accounting standards, our Company’s management believes that they are useful to an investor in
evaluating us as they are widely used measures to evaluate a company’s operating performance.

Currency and Unit of Presentation

In this Draft Shelf Prospectus, references to “X”, “Indian Rupees”, “INR”, “Rs.” and “Rupees” are to the legal
currency of India, references to “US$”, “USD”, and “U.S. Dollars” are to the legal currency of the United States
of America, as amended from time to time. Except as stated expressly, for the purposes of this Draft Shelf
Prospectus, data will be given in X in crore.

Certain figures contained in this Draft Shelf Prospectus, including financial information, have been subject to
rounding adjustments. Unless set out otherwise, all figures in decimals, including percentage figures, have been
rounded off to two decimal points. In certain instances, (i) the sum or percentage change of such numbers may
not conform exactly to the total figure given; and (ii) the sum of the numbers in a column or row in certain tables
may not conform exactly to the total figure given for that column or row. Further, any figures sourced from third
party industry sources may be rounded off to other than two decimal points to conform to their respective sources.

Industry and Market Data

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

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

The exchange rates Rupees () vis-a-vis of USD, as of September 30, 2022, March 31, 2022, 2021, and 2020 are
provided below:

Currency September 30, | March 31, 2022 March 31, 2021 March 31, 2020

2022
1 USD 81.55 75.80 73.50 75.39

Source: https://www.fbil.org.in/#/home_and https://www.rbi.org.in/scripts/ReferenceRateArchive.aspx

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

The above exchange rates are for the purpose of information only and may not represent the rates used by the

Company for purpose of preparation or presentation of its financial statements. The rates presented are not a
guarantee that any person could have on the relevant date converted any amounts at such rates or at all.
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FORWARD LOOKING STATEMENTS

Certain statements contained in this Draft Shelf Prospectus that are not statements of historical fact constitute
“forward-looking statements”. Investors can generally identify forward-looking statements by terminology such

ER I3 LEINT3 CEINT3 CEINT3 CLIN3 CLINT3

as “aim”, “anticipate”, “believe”, “continue”, “could”, “estimate”, “expect”, “intend”, “may”, “objective”, “plan”,
“potential”, “project”, “pursue”, “shall”, “seek”, “should”, “will”, “would”, or other words or phrases of similar
import. Similarly, statements that describe our strategies, objectives, plans, or goals are also forward-looking

statements. However, these are not the exclusive means of identifying forward-looking statements.

All statements regarding our expected financial conditions, results of operations, business plans and prospects are
forward-looking statements. These forward-looking statements include statements as to our business strategy,
planned projects, revenue and profitability, new business and other matters discussed in this Draft Shelf
Prospectus that are not historical facts. These forward-looking statements contained in this Draft Shelf Prospectus
(whether made by our Company or any third party), are predictions and involve known and unknown risks,
uncertainties, assumptions and other factors that may cause the actual results, performance or achievements of
our Company to be materially different from any future results, performance or achievements expressed or implied
by such forward-looking statements or other projections. All forward-looking statements are subject to risks,
uncertainties and assumptions about our Company that could cause actual results to differ materially from those
contemplated by the relevant forward-looking statement.

Important factors that could cause results to differ materially from our Company’s expectations include, among
others:

¢ our ability to manage our credit quality;

* interest rates and inflation in India;

¢ volatility in interest rates for our lending and investment operations as well as the rates at which our Company
borrows from banks/financial institution;

¢ general, political, economic, social and business conditions in Indian and other global markets;

¢ our ability to successfully implement our strategy, growth and expansion plans;

¢ competition from our existing as well as new competitors;

¢ change in the government regulations and/or directions issued by the RBI in connection with NBFCs;

¢ availability of adequate debt and equity financing at commercially acceptable terms;

¢ performance of the Indian debt and equity markets;

¢ performance of, and the prevailing conditions affecting, the real estate market in India; and

¢ our ability to comply with certain specific conditions prescribed by the Gol in relation to our business changes
in laws and regulations applicable to companies in India, including foreign exchange control regulations in
India.

Additional factors that could cause actual results, performance or achievements to differ materially include, but
are not limited, to those discussed under the sections “Risk Factors”, “Industry Overview” and “Our Business” on
pages 21, 91 and 145, respectively, of this Draft Shelf Prospectus.

The forward-looking statements contained in this Draft Shelf Prospectus are based on the beliefs of management,
as well as the assumptions made by, and information currently available to management. Although our Company
believes that the expectations reflected in such forward-looking statements are reasonable as of the date of this
Draft Shelf Prospectus, our Company cannot assure investors that such expectations will prove to be correct.
Given these uncertainties, investors are cautioned not to place undue reliance on such forward-looking statements.
If any of these risks and uncertainties materialise, or if any of our underlying assumptions prove to be incorrect,
our actual results of operations or financial condition could differ materially from that described herein as
anticipated, believed, estimated or expected. All subsequent forward-looking statements attributable to us are
expressly qualified in their entirety by reference to these cautionary statements.

Neither the Lead Managers, our Company, its Directors and its officers, nor any of their respective affiliates or
associates 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 SEBI NCS Regulations, our Company and the Lead Managers will ensure that
investors in India are informed of material developments between the date of filing this Draft Shelf Prospectus
with the Stock Exchanges, the date of filing the shelf Prospectus with the RoC, the date of filing the relevant
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Tranche Prospectus with the RoC, the date of the Allotment and the date of obtaining listing and trading approval
for the NCDs.
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SECTION II: RISK FACTORS

An investment in NCDs involves a certain degree of risk. The risk factors set forth below do not purport to be
complete or comprehensive in terms of all the risk factors that may arise in connection with our business or any
decision to purchase, own or dispose of the NCDs. Prospective investors should carefully consider the risks and
uncertainties described below, in addition to the other information contained in this Draft Shelf Prospectus
including “Our Business” on page 145 and “Financial Information” on page 226, before making any investment
decision relating to the NCDs. If any of the following risks or other risks that are not currently known or are now
deemed immaterial, actually occur, our business, financial condition and result of operation could suffer, the
trading price of the NCDs could decline and you may lose all or part of your interest and/or redemption amounts.
The risks and uncertainties described in this section are not the only risks that we currently face. Additional risks
and uncertainties not known to us or that we currently believe to be immaterial may also have an adverse effect
on our business, results of operations and financial condition. The market prices of the NCDs could decline due
to such risks and you may lose all or part of your investment.

Unless otherwise stated in the relevant risk factors set forth, we are not in a position to specify or quantify the
financial or other implications of any of the risks mentioned herein. The ordering of the risk factors is intended
to facilitate ease of reading and reference and does not in any manner indicate the importance of one risk factor
over another.

This Draft Shelf Prospectus contains forward looking statements that involve risk and uncertainties. Our
Company’s actual results could differ materially from those anticipated in these forward looking statements as a
result of several factors, including the considerations described below and elsewhere in this Draft Shelf
Prospectus.

Unless otherwise indicated, the financial information included herein is based on the Reformatted Financial
Information and the Limited Review Financial Results as included in this Draft Shelf Prospectus.

Certain information in this section includes extracts from the CRISIL Report. Neither our Company, the
Lead Managers, the Debenture Trustee, nor any other person connected with the Issue has independently
verified such industry and third-party information. For more information, please see “Industry Overview”
on page 91.

Prospective investors are advised to read the following risk factors carefully before making an investment in the
NCDs offered in this Issue. You must rely on your examination of our Company and this Issue, including the risks
and uncertainties involved.

RISKS RELATING TO OUR BUSINESS

1. High levels of customer defaults and the resultant non-performing assets could adversely affect our
Company's business, financial condition, results of operations and future financial performance

Our Company's business comprises personal, business and other loans; and accordingly, our Company is
subject to risks of customer default which includes default or delays in repayment of principal and/or interest
on the loans our Company provides to its customers. Our customer base includes, amongst others, retail
borrowers. Defaults or delays in repayment of loans, particularly unsecured loans, could materially impact
our business, financial condition and results of operations. Customers may default on their obligations as a
result of various factors, including certain external factors, which may not be within our Company's control
such as developments in the Indian economy and the real estate market, movements in global markets,
changes in interest rates and changes in regulations. Any negative trends or financial difficulties affecting our
Company's customers could increase the risk of their default. Customers could also be adversely affected by
factors such as bankruptcy, lack of liquidity, lack of business and operational failure. If customers fail to
repay loans in a timely manner or at all, our Company's financial condition and results of operations will be
adversely impacted. To the extent our Company is not able to successfully manage the risks associated with
lending to these customers, it may become difficult for our Company to make recoveries on these loans. In
addition, our Company may experience higher delinquency rates due to prolonged adverse economic
conditions or a sharp increase in interest rates. An increase in delinquency rates could result in a reduction in
our Company's total interest income (i.e., our Company's accrued interest income from loans, including any
interest income from credit substitutes) and as a result, lower revenue from its operations, while increasing
costs as a result of the increased expenses required to service and collect delinquent loans, and make loan
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loss provisions as per applicable regulations. Our Company may also be required to make additional
provisions in respect of loans to such customers in accordance with applicable regulations and, in certain
cases, may be required to write-off such loans.

Our Company has in the past faced certain instances of customers defaulting and/or failing to repay dues in
connection with loans or finance provided by our Company. Our Company had in certain instances initiated
legal proceedings to recover the dues from its delinquent customers. For further details in relation to
litigations, see "Outstanding Litigation and Defaults" on page 245 of this Draft Shelf Prospectus. Customer
defaults could also adversely affect our Company's levels of NPAs and provisions made for its NPAs, which
could in turn adversely affect our Company's operations, cash flows and profitability. Our Company's gross
NPAs as at September 30, 2022, March 31, 2022, March 31, 2021 and March 31, 2020 was 3294.85 crores,
%260.73 crores, ¥620.20 crores and I347.37 crores, respectively. As at September 30, 2022, March 31, 2022,
March 31, 2021 and March 31, 2020, our gross NPAs as a percentage of our Loan Book was 3.33%, 2.38%,
4.91% and 2.90%, respectively. As at September 30, 2022, March 31, 2022, March 31, 2021 and March 31,
2020 our net NPAs (which reflect our gross NPAs less provisions for ECL on NPAs (Stage 3)) as a percentage
of our Loan book was 2.49%, 1.79%, 3.20% and 2.26%, respectively.

Moreover, as our Company's loan portfolio as per Ind AS matures, our Company may experience increased
defaults in principal or interest repayments. Thus, if our Company is not able to control or reduce its level of
NPAs, the overall quality of its loan portfolio as per Ind AS may deteriorate and its results of operations may
be adversely affected. Our Company's Stage 3 Provision was 365.19 crores as at March 31, 2022, 3215.40
crores as at March 31, 2021, and X 76.66 crores as at March 31, 2020 and the provisioning coverage ratio (i.e.
on Gross NPA for which provisions has been created) was 25.00%, 34.73% and 22.07%, respectively, during
these periods, which may not be comparable to that of other similar financial institutions. Moreover, there can
be no assurance that there will be no further deterioration in our Company's provisioning coverage ratio or
that the percentage of NPAs that our Company will be able to recover will be similar to its past experience in
recovering its NPAs. In the event of any further deterioration in the quality of our Company's loan portfolio
as per Ind AS, there could be further adverse impact on its results of operations. Defaults for a period of more
than 90 days result in such loans being classified as "non-performing™. If our Company is unable to effectively
monitor credit appraisal, portfolio monitoring and recovery processes and the related deterioration in the credit
quality of its loan portfolio as per Ind AS, the proportion of NPAs in its loan portfolio as per Ind AS could
increase, which may, in turn, have a material adverse effect on our Company's business, financial condition,
results of operation and future financial performance.

We have grown in the past but there can be no assurance that our growth will continue at a similar rate
or that we will be able to manage our rapid growth. If we are unable to implement or sustain our growth
strategy effectively it could adversely affect our business, results of operations and financial condition.

In the past, our Company's growth has been fairly substantial. 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 revenue from operations for the Fiscal year 2022 increased by 13.19%, compared to
Fiscal year 2021. Our profit for the Fiscal year 2022 was ¥508.22 crores and profit for the six-month period
ended September 30, 2022 was %236.90 crores.

Our growth exposes us to a wide range of increased risks within India, including business risks, operational
risks, fraud risks, regulatory and legal risks and the possibility that the quality of our Loan Book may decline.
Moreover, our ability to sustain our rate of growth depends significantly upon our ability to manage key
issues such as maintaining effective risk management policies, continuing to offer products which are relevant
to our target base of clients, developing managerial experience to address emerging challenges and ensuring
a high standard of client service. Going forward, we may not have adequate processes and systems such as
credit appraisal and risk management to sustain this growth. Our Company’s ability to sustain its rate of
growth also depends, to a large extent, upon its ability to recruit trained and efficient personnel, retain key
managerial personnel, maintain effective risk management policies, continue to offer products which are
relevant to its target base of clients, develop managerial experience to address emerging challenges and ensure
a high standard of client service. Our Company will need to recruit new employees, who will have to be
trained and integrated into our Company’s operations. Our Company will also have to train eXisting
employees to adhere properly to internal controls and risk management procedures. Failure to train our
Company’s employees properly may result in an increase in employee attrition rate, a need to hire additional
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employees, an erosion in the quality of customer service, a diversion of the management's resources, an
increase in our Company’s exposure to high-risk credit and an increase in costs for our Company.

Our results of operations depend on a number of internal and external factors, including demand for finance
in India, competition, our ability to expand geographically and diversify our product offerings and also
significantly on our net interest income. Further, we cannot assure you that we will not experience issues such
as capital constraints, difficulties in expanding our existing business and operations, and hiring and training
of new personnel in order to manage and operate our expanded business.

Furthermore, any adverse publicity, about or loss of reputation of, our Company could negatively impact our
results of operations.

If our Company grows its Loan Book too rapidly or fails to make proper assessments of credit risks associated
with new borrowers or new businesses, a higher percentage of the Company’s loans may become non-
performing, which would have a negative impact on the quality of our Company’s assets and its business,
prospects, financial condition and results of operations. Continuous expansion increases the challenges
involved in financial management, preserving our Company’s culture, values and entrepreneurial
environment as well as developing and improving our Company’s internal administrative infrastructure.

Any or a combination of some or all of the above-mentioned factors may result in a failure to maintain the
growth of our Loan Book which may in turn have a material adverse effect on our business, results of
operations, financial condition and cash flows.

We, our Promoter, Group Companies and certain of our Directors are party to certain legal proceedings
and any adverse outcome in these or other proceedings may adversely affect our business.

We are involved, from time to time, in legal and regulatory proceedings that are incidental to our operations
and these involve proceedings filed by and against our Company. We, our Promoter, our Group Companies
and certain of our Directors are involved in legal and regulatory proceedings which include, criminal
proceedings, civil proceedings, arbitration cases, consumer proceedings, labour proceedings, tax
investigations, cases filed by us under the Negotiable Instruments Act and applications under the SARFAESI
Act challenging proceedings adopted by us towards enforcement of security interests. These proceedings are
pending at different levels of adjudication before various courts, forums, authorities, tribunals and appellate
tribunals. A significant degree of judgment is required to assess our exposure in these proceedings and
determine the appropriate level of provisions, if any. There can be no assurance on the outcome of the legal
proceedings or that the provisions we make will be adequate to cover all losses we may incur in such
proceedings, or that our actual liability will be as reflected in any provision that we have made in connection
with any such legal proceedings. For a summary of certain material legal proceedings involving our
Company, our Promoter, Group Companies and Directors, see “Outstanding Litigations and Defaults” on
page 245 of this Draft Shelf Prospectus.

We may be required to devote management and financial resources in the defence or prosecution of such
legal proceedings. If a significant number of these disputes are determined against our Company and if our
Company is required to pay all or a portion of the disputed amounts or if we are unable to recover amounts
for which we have filed recovery proceedings, there could be a material and adverse impact on our reputation,
business, financial condition and results of operations.

Our top 20 borrowers have an exposure of 37.95% of our total advances as on March 31, 2022. Our inability
to maintain relationship with such customers or any default and non-payment in future or credit losses of
our single borrower or group exposure where we have a substantial exposure could materially and
adversely affect our business, future financial performance and results of operations.

Our concentration of advances with our top 20 borrowers is 37.95% of our total advances as on March 31,
2022. Our business and results of operations would be adversely affected if we are unable to maintain or
further develop relationships with our significant customers. Our business and results of operations would
majorly depend upon the timely repayment of the interest and principal from these large borrowers. We cannot
assure you that we will not experience any delay in servicing of the loan or that we will be able to recover the
interest and the principal amount of the loan. Any such delay or default will adversely affect our income from
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operation and thereby our profitability. In case we are unable to recover the complete the loan disbursed or
any part of thereof, and the collateral is also not sufficient to recover our loan, our financial conditions may
be adversely affected. We are dedicated to earning and maintaining the trust and confidence of our customers,
and we believe that the good reputation created thereby, and inherent in our brand name, is essential to our
business. As such, any damage to our reputation could substantially impair our ability to maintain or grow
our business. There can be no assurance that we will be able to maintain the historic levels of business from
these customers or that we will be able to replace these customers in case we lose any of them. The loss of
any significant customer could have a material adverse effect on our results of operations. Moreover, failure
to maintain sufficient credit assessment policies, particularly for small and medium enterprise borrowers,
could adversely affect our credit portfolio, which could have a material and adverse effect on our results of
operations and/ or financial condition.

The audit reports of the Statutory Auditors for Fiscal Year 2022 and of the Erstwhile Auditor for Fiscal
Year 2021 and 2020 on our audited financial statements along with the Statutory Auditors’ review report
on our unaudited financial results for the quarter and half year ended September 30, 2022 contain certain
emphasis of matter and other matters.

The audit reports of the Statutory Auditors for the Fiscal Year 2022 and of the Erstwhile Auditor for Fiscal
Year 2021 and Fiscal Year 2020 on our audited financial information, and the Statutory Auditors’ review
report on our unaudited financial results for the quarter and half year ended September 30, 2022 contain
certain emphasis of matter and other matters, extracts of which are set forth below:

. The Statutory Auditors’ review report dated November 14, 2022 on the unaudited financial results
as at and for the quarter and half year ended September 30, 2022 included:

Other Matters

As described in Note 3 of the accompanying Statement, the figures for the quarter ended September 30, 2022
are the balancing figures between reviewed figures in respect of the half year ended September 30, 2022 and
for the quarter ended June 30, 2022. The figures for the quarter ended September 30, 2021 are the balancing
figures between reviewed figures in respect of the half year ended September 30, 2021 and for the quarter
ended June 30, 2021.

The comparative financial information of the Company for the corresponding quarter and half year ended
September 30, 2021, included in the Statement was reviewed by the predecessor auditors who expressed an
unmodified conclusion on those financial results view their review report dated November 11, 2021. Our
conclusion is not modified in respect of this matter.

1. The Statutory Auditors’ audit report dated May 20, 2022 on the audited financial statements as at
and for the year ended March 31, 2022 included:

Emphasis of matter

We draw attention to Note 7 to the accompanying Financial Statements which describes the effects of
uncertainties relating to COVID - 19 pandemic outbreak on the Company’s operations, that are dependent
upon future developments, and the impact thereof on the Company’s estimates of impairment of loans to
customers outstanding as at March 31, 2022, and that such estimates may be affected by the severity and
duration of the pandemic. Our opinion is not modified in respect of this matter.

Other Matters
The Company’s financial statements for the year ended March 31, 2021 prepared in accordance with Ind AS

were audited by the predecessor auditor whose audit report dated May 19, 2021 expressed an unmodified
opinion on those financial statements. Our opinion is not modified in respect of the above matter.
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111. The Erstwhile Auditor’s audit report dated May 19, 2021 on the audited financial statements as at
and for the year ended March 31, 2021 included:

Emphasis of matter

We draw attention to Note 7 to the accompanying Financial Statements which describes the effects of
uncertainties relating to COVID - 19 pandemic outbreak on the Company’s operations, that are dependent
upon future developments, and the impact thereof on the Company’s estimates of impairment of loans to
customers outstanding as at March 31, 2021, and that such estimates may be affected by the severity and
duration of the pandemic. Our opinion is not modified in respect of this matter.

IV. The Erstwhile Auditor’s audit report dated July 3, 2020 on the audited financial statements as at
and for the year ended March 31, 2020 included:

Emphasis of matter

We draw attention to Note 7 to the accompanying Financial Statements which describes the effects of
uncertainties relating to COVID — 19 pandemic outbreak on the Company’s operations, that are dependent
upon future developments, and the impact thereof on the Company’s estimates of impairment of loans to
customers outstanding as at March 31, 2020, and that such estimates may be affected by the severity and
duration of the pandemic. Our opinion is not modified in respect of this matter.

We are vulnerable to the volatility in interest rates and we may face interest rate and maturity mismatches
between our assets and liabilities in the future which may cause liquidity issues.

Our operations are particularly vulnerable to volatility and mismatch in interest rates. Our net interest income
and profitability directly depend on the difference between the average interest rate at which we lend and the
average interest rate at which we borrow. The cost of our funding and the pricing of our loan products are
determined by a number of factors, many of which are beyond our control, including the RBI's monetary
policies, inflationary expectations, competition, domestic and international economic and political conditions
and other factors. These factors could affect the interest rates charged on interest-earning assets differently
than the interest rates paid on interest bearing liabilities. While any reduction in our cost of funds may be
passed on to our customers, we may not have the same flexibility in passing on any increase in our cost of
funds to our customers, thereby affecting our net interest income. Similarly, competition pressures may
require us to reduce our cost of lending to our customers without a proportionate reduction in our cost of
borrowing from our lenders. Further, if we do not pass on the reduced interest rates to our borrowers, it may
result in some of the borrowers prepaying the loan to take advantage of the reduced interest rate environment,
thereby impacting our growth and profitability. If interest rates rise, some or all of our lenders may increase
the interest rates at which we borrow resulting in an increase in our effective cost of funds. We may or may
not be able to pass on the increased interest rates to our borrowers simultaneously with the increase in our
borrowing rates, or at all, thereby affecting our net interest income. Further, an increase in interest rates may
result in some of our borrowers prepaying their loans by arranging funds from other sources, thereby
impacting our growth and profitability. Additionally, an increase in general interest rates in the economy
could reduce the overall demand for finance and impact our growth. There can be no assurance that we will
be able to adequately manage our interest rate risk in the future, and if we are unable to do so, this could have
an adverse effect on our net interest income, which could in turn have a material adverse effect on our
business, results of operations and financial condition. We may also face potential liquidity risks due to
mismatch in the maturity of our assets and liabilities. As is typical for a company in the business of lending,
a portion of our funding requirements is met through short and medium-term funding sources such as bank
loans, commercial paper, cash credit or overdraft facilities. Our inability to obtain additional credit facilities
or renew our existing credit facilities for matching tenure of our liabilities in a timely and cost effective
manner or at all, may lead to mismatches between our assets and liabilities, which in turn may adversely
affect our operations and financial performance.
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Our indebtedness and conditions and restrictions imposed by our financing arrangements could adversely
affect our ability to conduct our business and operations.

Our Company’s outstanding borrowings (debt securities, borrowings and subordinated liabilities) were
%7,534.98 crores as at September 30, 2022 and X7,563.21 crores as at March 31, 2022. Out of our outstanding
borrowings, borrowings worth %1,977.14 crores will mature/amortize by March 31, 2024. We have entered
into agreements with certain banks and financial institutions for short-term and long-term borrowings. Some
of our agreements require us to take the consent from our lenders for undertaking various actions, including,
for:

entering into any schemes of mergers, amalgamations, compromise or reconstruction.

enter into any borrowing arrangement with any bank, financial institution, company or person.

changing our registered office.

effecting any change in our ownership or control.

effecting any change in our capital structure.

any material changes in our management or business.

any amendments to our Memorandum or Articles of Association.

undertaking guarantee obligations on behalf of any third party.

declare any dividends to our shareholders unless amounts owed to the lenders have been paid or

satisfactory provisions made thereof.

o transfer or dispose of any of our undertakings.

e create or permit to subsist any security over any of its assets.

e entering into any agreements whereby our income or profits are or may be shared with any other
person.

e revaluing our assets; and

e entering into any long-term contracts that significantly affect us.

Additionally, some of our loan agreements also require us to maintain certain periodic financial ratios. Some
of our financing agreements also contain cross-default and cross-acceleration clauses, which are triggered in
the event of default by our Company under the respective financing agreements. Also, our Company has
certain loan facilities which the lenders can recall without any cause.

Our future borrowings may also contain similar restrictive provisions. In the event that we breach any financial
or other covenants contained in any of our financing arrangements, commit default thereunder or in the event
we had breached any terms in the past which are only identified in the future, we may be required to
immediately repay our borrowings either in whole or in part, together with any related costs. We may be
forced to sell some or all of the assets in our portfolio if we do not have sufficient cash or credit facilities to
make repayments.

We cannot assure you that our business will generate sufficient cash to enable us to service our debt or to fund
our other liquidity needs. In addition, we may need to refinance all or a portion of our debt on or before
maturity. We cannot assure you that we will be able to refinance any of our debt on commercially reasonable
terms or at all.

We derive significant operational benefits, including access to a wide range of resources like office
premises, key management and sales teams, business relationships, etc. from our Promoter, IHFL. We
have not entered into formal arrangements for the sharing of most of such resources and may be restricted
from using IHFL’s resources With no recourse against such restriction in the future.

We are a wholly owned subsidiary of our Promoter, IHFL. Our Company draws upon a range of resources
from IHFL, such as key management, common business, sales and credit teams, treasury operations,
branches, information technology, business relationships and infrastructure. As of September 30, 2022, we
had 36 branches spread across India, out of which 28 premises are our parent’s branches, where we have been
granted access to certain workstations under a memorandum of understanding with IHFL. Additionally, our
Promoter has made regular equity infusions in our Company, depending on the business needs of our
Company. In the event our promoter ceases to share such resources or withdraws infrastructural and/or
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11.

monetary support, we will have no recourse against such actions, resulting into adverse effects on our
business, prospects, financial condition and results of operations.

Any disassociation of our Company from our Promoter and/or our inability to have access to the
infrastructure provided by IHFL would adversely affect our ability to attract customers and to expand our
business, which in turn could adversely affect our goodwill, operations and profitability.

We depend on third party channel partners and selling agents for referral of a significant portion of our
customers, who do not work exclusively for us.

We depend on external direct selling agents (“DSASs”) and channel partners, who are typically proprietorships
and self-employed professionals, to source a significant portion of our customers. We have arrangements
with 956 direct sales agents and channel partners for referring potential customers, which source 65% of our
customers. Such associates pass on leads of any loan requirements of small businesses to us. Our agreements
with such DSAs and channel partners typically do not provide for any exclusivity, and accordingly, they can
work with other lenders, including our competitors. There can be no assurance that these associates will
continue to drive a significant number of leads to us, and not to our competitors, or at all.

Our Company has not consolidated the financial statements of its Erstwhile Subsidiary, Indiabulls Asset
Management Mauritius.

Our Company had a wholly owned subsidiary, Indiabulls Asset Management Mauritius, which was
incorporated on June 17, 2016, and declared defunct on July 18, 2022 upon its dissolution, by the respective
jurisdictional authorities in the country of incorporation.

The financial statements of Indiabulls Asset Management Mauritius have not been consolidated with the
financial statements of the Company, in accordance with the notification dated July 27, 2016, issued by the
Ministry of Corporate Affairs, Government of India (“MCA Notification”) and the relevant provisions of
the Companies (Accounts) Rules, 2014, as amended.

Rule 6 of the Companies (Accounts) Rules, 2014, as amended, describes the manner of consolidation of
accounts and states that consolidation of financial statements shall be made in accordance with the provisions
of Schedule I11 of the Companies Act, 2013 and the applicable accounting standards. Pursuant to the MCA
Notification and the Companies (Accounts) (Amendment) Rules, 2016, the proviso to Rule 6 of the
Companies (Accounts) Rules, 2014 was substituted to exempt a company from consolidating the financial
statements of its subsidiary if the ultimate or any intermediate holding company files consolidated financial
statements with the registrar in compliance with the applicable accounting standards. Accordingly, our
Company has not consolidated the financial statements of Indiabulls Asset Management Mauritius with its
financial statements. However, in compliance with the provisions of Rule 6 of the Companies (Accounts)
Rules, 2014, as amended, our Promoter, IHFL, being the holding company, consolidated the financial
statements of our Company and Indiabulls Asset Management Mauritius with its financial statements.

Our Company is subject to supervision and regulation by the RBI, as an NBFC-ND-SI, and other
regulatory authorities and changes in the RBI's regulations and other regulations, and the regulation
governing our Company or the industry in which our Company operates could adversely affect its business.

Our Company is regulated principally by the RBI and is subject to the RBI's guidelines on the regulation of
the NBFC-ND-SIs, which includes, among other things, matters related to capital adequacy, exposure and
other prudential norms. It also has reporting obligations to the RBI. The RBI also regulates the credit flow by
banks to NBFC-ND-SIs and provides guidelines to commercial banks with respect to their investment and
credit exposure norms for lending to the NBFC-ND-SIs. The RBIs regulation of NBFC-ND-SIs may change
in the future which may require our Company to restructure its activities, incur additional costs or could
otherwise adversely affect its business and financial performance. In order to provide enhanced control,
existing rules and regulations have been modified, new rules and regulations have been enacted and reforms
have been implemented. There can be no assurance that the RBI and/or the Government will not implement
further regulations or policies, including legal interpretations of existing regulations, relating to or affecting
interest rates, taxation, inflation or exchange controls, or otherwise take action, that may have an adverse
impact on NBFC-ND-SIs.
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We are also subject to the corporate, taxation and other laws in effect in India. The regulatory and legal
framework governing us differs in certain material respects from that in effect in other countries and
may continue to change as India’s economy and commercial and financial markets evolve. In recent
years, existing rules and regulations have been modified, new rules and regulations have been enacted and
reforms have been implemented which are intended to provide tighter control and more transparency
in India’s NBFC sector.

The laws and regulations governing the non-banking finance industry in India have become increasingly
complex and cover a wide variety of issues. Compliance with many of the regulations applicable to our
operations in India, including any restrictions on investments and other activities currently being
carried out by us, involves a number of risks, particularly in markets where applicable regulations may
be subjectto varying interpretations.

Moreover, new regulations may be passed that restrict our ability to do business. Further, these regulations
are subject to frequent amendments and depend upon government policy. We cannot assure you that we will
not be subject to any adverse regulatory action in the future. The costs of compliance may be high, which
may affect our profitability. If we are unable to comply with any such regulatory requirements, our business
and results of operations may be materially and adversely affected.

Further, pursuant to notification dated November 18, 2019 issued by the Ministry of Corporate Affairs, certain
prescribed non-banking finance companies (which include HFCs) with asset size of ¥500 crores or more, as
per last audited balance sheet have been notified as a category of financial service providers (“Notified
FSPs”). The Ministry of Corporate Affairs has also issued the Insolvency and Bankruptcy (Insolvency and
Liquidation Proceedings of Financial Service Providers and Application to Adjudicating Authority) Rules,
2019, in terms of which the RBI may initiate insolvency and liquidation proceedings under the IBC against
Notified FSPs (which includes our Company) for a ‘default’ in terms of the IBC.

If the interpretation of the regulators and authorities varies from our interpretation, we may be subject to
penalties and our business could be adversely affected. Any changes in the existing regulatory framework,
including any increase in the compliance requirements, may require us to divert additional resources,
including management time and costs towards such increased compliance requirements. Such an increase in
costs could have an adverse effect on our business, prospects, financial condition and results of operations.
Additionally, our management may be required to divert substantial time and effort towards meeting such
enhanced compliance requirements and may be unable to devote adequate time and efforts towards our
business, which may have an adverse effect on our future business, prospects, financial condition and results
of operations.

There can be no guarantee that we will be able to comply with any increased or more stringent regulatory
requirements, in part or at all. Failure to comply with such further regulatory requirements could lead to
regulatory actions, including penalties, which may have an adverse effect on our future business, prospects,
financial condition, cash flows and results of operations.

Our Company’s inability to comply with observations made by the RBI or any adverse action by the RBI
may have a material adverse effect on its business, financial condition and results of operations.

Inspection by the RBI is a regular exercise and is carried out periodically by the RBI for all NBFCs registered
with it under the RBI Act. Our Company, being an NBFC-ND-SI, is subject to periodic inspection by the
RBI under the provisions of the RBI Act, 1934 (the “RBI Act”), pursuant to which the RBI inspects the books
of accounts of our Company 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 our
Company may have failed to furnish when being called upon to do so. The RBI has, by an order dated
September 07, 2022, imposed a penalty of ¥12.35 lakh on our Company for non-compliance with certain
provisions of the Reserve Bank of India (Know Your Customer (K'Y C)) Directions, 2016. In its last inspection
report for the period 2020-2021, the RBI had indicated certain observations with respect to, inter alia, asset
quality, liquidity ratio, management and other supervisory concerns, etc. Our Company has responded to all
the observations of RBI and as on date, no penalties have been levied by RBI with regards to its observations
as per the inspection report for FY2021. Any adverse action taken by the RBI pursuant to such inspections,
or non-compliance by our Company with the RBI's observations, could materially and adversely affect our
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Company’s business and operations. As on date of this Draft Shelf Prospectus, no regulatory action is pending
against the Company or its directors or its Promoter before RBI or SEBI.

Our Company's inability to obtain, renew or maintain the statutory and regulatory permits and approvals
which are required to operate its existing or future businesses may have a material adverse effect on its
business, financial condition and results of operations.

NBFCs in India are subject to regulations and supervision by the RBI. In addition to the numerous conditions
required for the registration as an NBFC with the RBI, our Company is also required to comply with certain
other regulatory requirements for its business imposed by the RBI. In the future, there could be circumstances
where our Company may be required to renew applicable permits and approvals, including its registration as
an NBFC-ND-SI and obtain new permits and approvals for its current and any proposed operations or in the
event of a change in applicable law and regulations. There can be no assurance that RBI or other relevant
authorities will issue any such permits or approvals in the time-frame anticipated by our Company, or at all.
Failure by our Company to renew, maintain or obtain the required permits or approvals may result in an
interruption of its operations and may have a material adverse effect on its business, financial condition and
results of operation.

In addition, our branches are required to be registered under the relevant shops and establishments laws of
the states in which they are located. The shops and establishment laws regulate various employment
conditions, including working hours, holidays and leave and overtime compensation. If we fail to obtain or
retain any of these approvals or licenses, or renewals thereof, in a timely manner, or at all, our business may
be adversely affected. If we fail to comply, or a regulator claims we have not complied, with any of these
conditions, our certificate of registration may be suspended or cancelled and we shall not be able to carry on
such activities.

Our Company may not be able to recover the full value of collateral or amounts which are sufficient to
cover the outstanding amounts due under defaulted loans on a timely basis or at all and as a result, which
could adversely affect its financial condition and results of operations.

Our Company’s secured loan portfolio was 7,843.29 crores as at March 31, 2022, which represented 73.45%
of the aggregate gross value of our Company’s total loan portfolio, and our Company’s secured loan portfolio
was 39,596.36 crores as at March 31, 2021, which represented 77.12%, of the aggregate gross value of our
Company’s total loan portfolio as at March 31, 2021. Our Company’s unsecured loan portfolio was X2,835.22
crores as at March 31, 2022, which represented 26.55% of the aggregate gross value of our Company’s total
loan portfolio, and our Company’s unsecured loan portfolio was %2,846.92 crores as at March 31, 2021, which
represented 22.88% of the aggregate gross value of our Company’s total Loan Portfolio as at March 31, 2021.
The value of collaterals is dependent on various factors, including (i) prevailing market conditions, (ii) the
general economic and political conditions in India, (iii) growth of the stock markets and real estate sector in
India and the areas in which our Company operates, and (iv) any change in statutory and/or regulatory
requirements.

Delays in recovery, bankruptcy and foreclosure proceedings, defects in the title and delays in obtaining
regulatory approvals for the enforcement of such collaterals may affect the valuation of the collateral. As a
result, our Company may not be able to recover the full value of the collateral for the loans provided by it
within the expected timeframe or at all. Further, legal proceedings may have to be initiated by our Company
in order to recover overdue payments on loans, and as a consequence, the money and time spent on initiating
legal proceedings may adversely affect our Company’s cash flow.

The value of the security provided by the borrowers to our Company may be subject to a reduction in value
on account of various reasons. While our Company’s customers may provide alternative security to cover the
shortfall, the realisable value of the security for the loans provided by our Company in the event of a
liquidation may continue to be lower than the combined amount of the outstanding principal amount, interest
and other amounts recoverable from the customers.

Any default in the repayment of the outstanding credit obligations by our Company’s customers may expose

it to losses. A failure or delay to recover the loan value from sale of collateral security could expose our
Company to potential losses. Any such losses could adversely affect our Company’s financial condition and
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results of operations. Furthermore, the process of litigation to enforce our Company’s legal rights against
defaulting customers in India is generally a slow and potentially expensive process. Accordingly, it may be
difficult for our Company to recover amounts owed by defaulting customers in a timely manner or at all.

Our Company’s business requires substantial capital and any disruption in the sources of its funding or
an increase in its average cost of borrowings could have a material adverse effect on its liquidity and
financial condition.

Our Company’s liquidity and ongoing profitability are, to a large extent, dependent upon its timely access to,
and the costs associated with, raising capital. Our Company’s funding requirements have historically been
met through a combination of borrowings such as term loans, working capital limits from banks, issuance of
commercial papers and non-convertible debentures as well as equity capital raised from our Promoter or
through private equity investment. Thus, our Company’s business growth, liquidity and profitability depends
and will continue to depend on its ability to access diversified, relatively stable and low-cost funding sources
as well as our Company’s financial performance, capital adequacy levels, credit ratings and relationships with
lenders. Any adverse developments or changes in applicable laws and regulations which limit our Company’s
ability to raise funds through term loans, working capital limits from banks, issuance of commercial papers
and non-convertible debentures as well as equity capital raised from our Promoter or through private equity
investment can disrupt its sources of funding, and as a consequence, could have a material adverse effect on
our Company’s liquidity and financial condition.

Our Company’s total outstanding borrowing, comprising debt securities, borrowing (other than debt
securities) and Subordinated liabilities was Z7,563.21 crores as at March 31, 2022, X7,823.05 crores as at
March 31, 2021 and %8,878.06 crores as at March 31, 2020. In order to make these payments, our Company
will either need to refinance this debt, which may prove to be difficult in the event of volatility in the credit
markets, or alternatively, raise equity capital or generate sufficient revenue to retire the debt. There can be no
assurance that our Company’s business will generate sufficient cash to enable it to service its existing debt
or to fund its other liquidity needs.

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

Instability of global and Indian economies and banking and financial sectors could affect our liquidity,
which could have a material adverse effect on our business, financial condition and results of operations.

The credit markets in India have faced significant volatility, dislocation and liquidity constraints in the past
two financial years. The instability in the Indian credit markets has in the past resulted from significant write
downs of asset value of financial institutions including banks (primarily in the public sector), housing finance
companies and non-banking financial companies. In particular, the CRISIL Report notes that post the default
by Infrastructure Leasing & Financial Services Limited (“IL&FS”), an NBFC, in mid of fiscal 2019, the
stress in NBFCs increased, which restricted their access to market borrowings. NCD issuances saw a dip of
40% in fiscal 2022 with reducing coupon rates due to improved economic conditions. It is expected that
issuances will pick up in fiscal 2023 due to improving credit growth and resolution of stressed assets at
NBEFCs. (Source: CRISIL Report). For further details, see “Industry Overview” on page 91 of this Draft Shelf
Prospectus.

Any protracted instability in the Indian credit markets or other macro-economic factors which may impact
the overall liquidity available in the Indian credit markets in general or the amount of credit available to non-
banking financial companies in particular, could adversely impact our ability to raise funds in a time-bound
manner and at commercially acceptable terms.
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Non-availability of credit may lead to disruption in our business, including asset-liability mismatches and an
inability to grow our business, and may require us to seek alternate sources of funding, which may not be
available on commercially acceptable terms or at all.

17. We are exposed to fluctuations in real estate prices and any negative events affecting the real estate sector.

The demand for products, which include construction finance for real estate developers and loans against
property (“LAP”) and lease rent discounting (“LRD”), is generally affected by developments in the real
estate sector. The demand for our housing loans is affected by movement in real estate prices. Further, as the
underlying security on our loans is primarily mortgages or other form of security over the customers’ other
real residential or commercial property, a substantial portion of our loan portfolio is exposed to events
affecting the real estate sector. The value of real estate properties secured under our loans is largely
dependent on prevalent real estate market conditions, as well the quality of the construction and the pedigree
of the relevant developer. The value of the collateral on the loans disbursed by us may decline due to adverse
market conditions including an economic downturn or a downward movement in real estate prices.

Further, any developments or events that adversely affect the real estate sector, including without limitation,
the introduction of any stringent norms regarding construction, floor space index or other compliances, may
result in diminishing the value of our collaterals which may in turn have a material adverse effect on our
business, financial condition and results of operations if any of our customers default in repayment of their
loans. Also, if any of the projects which form part of our collateral are delayed for any reason, it may affect
our ability to enforce our security, thereby effectively diminishing the value of such security. There can be
no assurance that we will be able to foreclose on collateral on a timely basis, or at all, and if we are able to
foreclose on the collateral, that the value will be sufficient to cover the outstanding amounts owed to us
which may result in a material adverse effect on our business, results of operations and financial condition.

18. As an NBFC-ND-SI, we extend products on pre-assessed loan-to-value ratios, and any negative events
affecting the value of the underlying collateral could adversely affect our business and result of operations.

Our lending products include loans against property (mortgage loans), commercial loans, lease rental
finance, project loans and SME loans and are availed for working capital and other business needs and
construction of residential projects.

The loans extended vide aforementioned products are assessed through a loan-to-value ratio (“LTV”) against
a pre-approved benchmark, prior to disbursement. Higher LTV loans possess an inherent risk with them,
that requires constant monitoring and valuation of the underlying collateral. The value of this collateral is to
a great extent determined by market sentiments. A downgrade in sentiments of the housing market simulated
due to a decline of demand for real estate properties, changes in regulations or other trends or events, which
negatively impact the real estate sector may reduce the underlying value of the collateral and consequently
increase the LTV ratio higher as compared to the LTV ratio at the time of disbursement. This could lead to
reduction in margin of percentage that the Company carries in situation of a stress sell-off of the collateral
property. Failure to recover the expected value of collateral could expose the Company to losses and, in turn,
result in a material adverse effect on our business, results of operations and financial condition.

19. We are required to comply with various financial and other covenants under the loan agreements that we
are a party to. If we are not in compliance with the covenants contained in such loan agreements, our
lenders could accelerate their respective repayment schedules, and enforce their respective security
interests, which would lead to an adverse effect on our business, results of operations and financial
condition.

We are required to comply with various financial and other covenants under the loan agreements that we are
a party to, including but not limited to, amongst other things, obtaining, wherever applicable, prior consents
from our existing lenders for further borrowings, including undertaking this Issue, maintenance of financial
ratios and for creation of encumbrances over certain of our assets.

Undertaking the Issue without lender consents constitutes a default by our Company under the relevant

financing documents and will entitle the relevant lenders to call a default against our Company and to enforce
remedies under the terms of the financing documents, that include, amongst other things, acceleration of
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repayment of the amounts outstanding under the financing documents, enforcement of security interests
created under the financing documents, and taking possession of the assets given as security pursuant to the
financing documents. An event of default would affect our Company’s ability to raise new funds or renew
borrowings as needed to conduct our operations and pursue our growth initiatives Further, such an event of
default could also trigger a cross-default under certain other financing documents of our Company, or any
other agreements or instruments of our Company containing a cross-default provision, which may have a
material adverse effect on our Company’s operations, financial position and credit rating.

Consequently, our Company may have to dedicate a substantial portion of its cash flow from operations to
make payments under the financing documents, thereby reducing the availability of our Company’s cash flow
to meet its working capital requirements and use for other general corporate purposes. Further, we cannot
assure you that our Company will have sufficient funds to meet its obligations with respect to the NCDs,
including paying interest to the NCD Holders or redeeming the NCDs in a timely manner. If the lenders of a
material amount of the outstanding loans declare an event of default simultaneously, our Company may be
unable to pay its debts as they fall due.

The financing industry is becoming increasingly competitive and our Company’s growth will depend on
its ability to compete effectively.

The sector in which our Company operates in is highly competitive and our Company faces significant
competition from banks and other NBFCs. Many of its competitors are large institutions, which may have
larger customer base, funding sources, branch networks and capital compared to our Company. Certain of
our Company’s competitors may be more flexible and better-positioned to take advantage of market
opportunities. In particular, private banks in India and many of our Company’s competitors may have
operational advantages in terms of access to cost-effective sources of funding and in implementing new
technologies and rationalising branches as well as the related operational costs. As a result of this increased
competition, loans are becoming increasingly standardised and terms such as variable (or floating) rate
interest options, lower processing fees and monthly reset periods are becoming increasingly common in the
Indian financial sector. This competition is likely to intensify further as a result of regulatory changes and
liberalisation. These competitive pressures affect the industry in which our Company operates in as a whole,
and our Company’s future success will depend, to a large extent, on its ability to respond in an effective and
timely manner to these competitive pressures. There can be no assurance that our Company will be able to
react effectively to these or other market developments or compete effectively with new and existing players
in the increasingly competitive financial sector.

Our Company may be exposed to fluctuations in the market values of its investment and other asset
portfolio.

The financial markets' turmoil has adversely affected economic activity globally including India. Continued
deterioration of the credit and capital markets may result in volatility of our Company’s investment earnings
and impairments to our Company’s investment and asset portfolio. Further, the value of our Company’s
investments depends on several factors beyond its control, including the domestic and international economic
and political scenario, inflationary expectations and the RBI's monetary policies. Any decline in the value of
the investments could negatively impact our Company’s financial condition.

Any downgrade in our credit ratings may increase interest rates for refinancing our outstanding debt,
which would increase our financing costs, and adversely affect our future issuances of debt and our ability
to borrow on a competitive basis.

We have long-term credit ratings of “AA; Stable” from CRISIL, “AA; Negative” from CARE Ratings
Limited (“CARE Ratings”) and “BWR AA+ /Stable” from Brickwork Ratings India Private Limited
(“Brickwork™) (for the long-term loans and non-convertible debentures) and “[ICRA]JAA (Stable)” from
ICRA (for our retail non-convertible debentures). Additionally, we have a credit rating of “AA; Stable” from
CRISIL, “AA; Negative” from CARE Ratings and “BWR AA+ /Stable” from Brickwork in relation to our
subordinated debt programme. We also have a credit rating of “CRISIL A1+ from CRISIL, “CARE A1+”
from CARE Ratings, and “BWR A1+” from Brickwork in relation to our commercial paper borrowing. Our
ratings signify high degree of safety, regarding timely servicing of financial obligations and low credit risk.
We believe that our ratings result in a lower cost of funds for us. Any downgrade in our credit ratings may
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increase interest rates for refinancing our outstanding debt, which would increase our financing costs, and
adversely affect our future issuances of debt and our ability to borrow on a competitive basis, which may
adversely affect our business, financial condition, results of operations and cash flows. Further, any
downgrade in our credit ratings may also trigger an event of default or acceleration of certain of our
borrowings. While our Company’s borrowing costs have been competitive in the past due to its ability to
raise debt products, credit rating and our Company’s asset portfolio, our Company may not be able to offer
similar competitive interest rates for its loans if our Company is unable to access funds at an effective cost
that is comparable to or lower than its competitors. This may adversely impact our Company’s business and
results of operations.

COVID 19 outbreak could have a significant effect on our results of operations and could negatively
impact our business, revenues, financial condition and result of operations.

In late 2019, the novel coronavirus disease, commonly known as “COVID-19”, was first reported in Wuhan,
China. On January 30, 2020, the World Health Organization declared the COVID-19 outbreak a “Public
Health Emergency of International Concern” and on March 11, 2020, it was declared a pandemic. The
COVID-19 first and second wave had significant impact on the macroeconomic environment, our business
operations and cashflows. While there was nation-wide lockdown declared during the first wave, the second
wave saw territory-based lockdowns. Our business operations and cash flows were disrupted during the
lockdown period, affecting our business growth, collection efficiency and asset quality. With the advent of
vaccines, the pandemic is now brought in control and the number of cases are declining and expected to come
down further in the coming months. While our Company will continue to monitor the developments of the
COVID-19 situation closely, assess and respond proactively to minimize any adverse impacts on the financial
position, cash flows and operating results of our Company, it is possible that the Company’s business,
financial condition and results of operations could be adversely affected due to the COVID-19 pandemic.

The audit reports of the Statutory Auditors for the Fiscal Year 2022 and of the Erstwhile Auditor for Fiscal
Year 2021 and Fiscal Year 2020 on our audited financial information, and the Statutory Auditors’ review
report on our unaudited financial results for the quarter and half year ended September 30, 2022 contain certain
emphasis of matter pertaining to the effects of the COVID-19 pandemic outbreak on our operations that are
dependent on future developments, the impact thereof on the impairment assessment of financial assets
outstanding as at March 31, 2022 and that such estimates may be affected by the severity and duration of the
pandemic. For further details on the emphasis of matter, see “Risk factors - The audit reports of the Statutory
Auditors for Fiscal Year 2022 and of the Erstwhile Auditor for Fiscal Year 2021 and 2020 on our audited
financial statements along with the Statutory Auditors’ review report on our unaudited financial results for
the quarter and half year ended September 30, 2022 contain certain emphasis of matter and other matters.”,
on page 24 of this Draft Shelf Prospectus.

We may experience difficulties in expanding our business or pursuing new business opportunities in new
regions and markets.

As part of our growth strategy, we evaluate attractive growth opportunities to expand our business and pursue
new business opportunities in new regions and markets. Factors such as competition, customer requirements,
regulatory regimes, culture, business practices and customs in these new markets may differ from those in
our current markets, and our experience in our current markets may not be applicable to these new markets.

As we continue to expand our geographic footprint, our present and/ or future businesses may be exposed to
various additional challenges, including obtaining necessary governmental approvals, identifying and
collaborating with local business and partners with whom we may have no previous working relationship;
successfully marketing our products in markets with which we have no previous familiarity; attracting
potential customers in a market in which we do not have significant experience or visibility; falling under
additional local tax jurisdictions; attracting and retaining new employees; expanding our technological
infrastructure; maintaining standardized systems and procedures; and adapting our marketing strategy and
operations to different regions of India or outside of India in which different languages are spoken. To address
these challenges, we may have to make significant investments that may not yield desired results or incur
costs that we may not recover. Our inability to expand our current operations or pursue new business
opportunities may adversely affect our business prospects, financial conditions and results of operations.
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We cannot assure you that we will be able to successfully execute our growth strategies, which could affect
our operations, results, financial condition and cash flows.

Our growth strategy includes increasing the number of loans we extend and expanding our customer base.
For further details, see “Our Business — Our Strategy” on page 152 of this Draft Shelf Prospectus. We expect
that our growth strategy will place significant demands on our management, financial and other resources.
While we intend to pursue existing and potential market opportunities, our inability to manage our business
plan effectively and execute our growth strategy could have an adverse effect on our operations, results,
financial condition and cash flows.

In order to manage growth effectively, we must implement and improve operational systems, procedures and
internal controls on a timely basis. If we fail to implement these systems, procedures and controls on a timely
basis, or if there are weaknesses in our internal controls that would result in inconsistent internal standard
operating procedures, we may not be able to meet our customers' needs, hire and retain new employees,
pursue new business, complete future strategic agreements or operate our business effectively. There can be
no assurance that our existing or future management, operational and financial systems, procedures and
controls will be adequate to support future operations or establish or develop business relationships beneficial
to future operations.

Our management may also change its view on the desirability of current strategies, and any resultant change
in our strategies could put significant strain on our resources. Further, we may be unable to achieve any
synergies or successfully integrate any acquired business into our portfolio. Any business that we acquire
may have unknown or contingent liabilities, and we may become liable for the past activities of such
businesses. Furthermore, any equity investments that we undertake may be subject to market and liquidity
risks, and we may be unable to be realise any benefits from such investments, in a timely manner, or at all.

Our Company’s growth will depend on our Company’s continued ability to access funds at competitive
rates which is dependent on a number of factors including our Company’s ability to maintain its credit
ratings.

As our Company is an NBFC-ND-SI in terms of applicable RBI regulations, its liquidity and ongoing
profitability are primarily dependent upon its timely access to, and the costs associated with raising capital.
Our Company’s business is significantly dependent on funding from the debt capital markets and commercial
borrowings. The demand for such funds is competitive and our Company’s ability to obtain funds at
competitive rates will depend on various factors including our Company’s ability to maintain positive credit
ratings. Ratings reflect a rating agency's opinion of our Company’s financial strength, operating performance,
strategic position and ability to meet its obligations. Thus, any downgrade of our Company’s credit ratings
would increase borrowing costs and constrain its access to capital and debt markets. Please see “- Risks
Relating to our Business - Any downgrade in our credit ratings may increase interest rates for refinancing
our outstanding debt, which would increase our financing costs, and adversely affect our future issuances of
debt and our ability to borrow on a competitive basis.” on page 32 of this Draft Shelf Prospectus. A reduction
or withdrawal of the ratings may also adversely affect the market price and liquidity of the non-convertible
debentures and our Company’s ability to access the debt capital markets. As a result, this would negatively
affect our Company’s net interest margin and its business. In addition, any downgrade of our Company’s
credit ratings could increase the possibility of additional terms and conditions being imposed on any
additional financing or refinancing arrangements in the future. Any downgrade of our Company’s credit
ratings could also accelerate the repayment of certain of our Company’s borrowings in accordance with the
applicable covenants of its borrowing arrangements. Any such adverse development could adversely affect
our Company’s business, financial condition and results of operations.

As an NBFC, our Company also faces certain restrictions on its ability to raise money from international
markets which may further constrain its ability to raise funds at attractive rates. While our Company’s
borrowing costs have been competitive in the past due to its ability to raise debt products, credit rating and
our Company’s asset portfolio, our Company may not be able to offer similar competitive interest rates for
its loans if our Company is unable to access funds at an effective cost that is comparable to or lower than its
competitors. This may adversely impact our Company’s business and results of operations.
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Our ability to borrow from various banks may be restricted on account of guidelines issued by the RBI
imposing restrictions on banks in relation to their exposure to NBFCs which could have an impact on our
business and could affect our growth, margins and business operations.

The RBI vide its Circular DBR.No.BP.BC.43/ 21.01.003/2016-17 dated December 1, 2016 and Circular
DBR.No.BP.BC.31/21.01.003/2018-19 dated April 1, 2019 and circular No.
DBR.No0.BP.BC.43/21.01.003/2018-19 dated June 3, 2019 as amended from time to time, has amended the
regulatory framework governing banks to address concerns arising from divergent regulatory requirements
for banks and NBFCs. These Circulars restricts bank’s exposures to a single NBFC to 15 percent of their
eligible capital base and to a group of connected NBFCs or group of connected counterparties having NBFCs
in the group to 25 percent of their Tier | Capital. In September 2019, the Reserve Bank of India (RBI) again
increased a banks exposure limit to a single NBFC from 15% to 20% of its Tier-1 capital. Furthermore, RBI
has suggested that banks may consider fixing internal limits for their aggregate exposure to all NBFCs
combined. This Notification limits a bank’s exposure to NBFCs which consequently restricts our ability to
borrow from banks.

This Notification could affect our business and any similar notifications released by the RBI in the future,
which has a similar impact on our business could affect our growth, margins and business operations.

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

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

We have contingent liabilities as at September 30, 2022 and March 31, 2022, and our financial condition
may be adversely affected if these contingent liabilities materialise.

We have following contingent liability and commitments, as at September 30, 2022 which could adversely
affect our business and results of operations.

i) Contingent liabilities:

a) The Company is involved in certain appellate and judicial proceedings (including the one described
below) concerning matters arising in the normal course of business including claims from customers.
The proceedings in respect of these matters are in various stages. Management has assessed the possible
obligations arising from such claims against the Company, in accordance with the requirements of Indian
Accounting Standard (Ind AS) 37 and based on judicial precedents, consultation with lawyers or based
on historical experiences, management is of the view that based on currently available information no
provision in addition to that already recognised in its financial statements is considered necessary in
respect of the above.

b) For %6.72 Crores with respect to FY 2019-20 against disallowances under Income Tax Act,1961 against
which appeal is pending before CIT (Appeals).

i) Capital commitments

Capital commitments (net of capital advances on account of contracts) remaining to be executed and not
provided for are estimated at Nil.

We have following contingent liability and commitments, as at March 31, 2022 which could adversely affect
our business and results of operations.
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i) Contingent liabilities

a) The Company is involved in certain appellate and judicial proceedings concerning matters arising in the
normal course of business including claims from customers. The proceedings in respect of these matters
are in various stages. Management has assessed the possible obligations arising from such claims against
the Company, in accordance with the requirements of Indian Accounting Standard (Ind AS) 37 and based
on judicial precedents, consultation with lawyers or based on its historical experiences. Accordingly,
Management is of the view that based on currently available information no provision in addition to that
already recognised in its financial statements is considered necessary in respect of the above.

i) Capital commitments

Capital commitments (net of capital advances on account of contracts) remaining to be executed and not
provided for are estimated at Nil.

Our investments are subject to market risk and our exposure to capital markets is subject to certain
regulatory limits.

We invest our surplus funds out of our borrowings and operations in mutual funds and / or fixed income
securities. These securities include government securities, bonds carrying sovereign guarantee, bonds issued
by state governments or public sector enterprises, mutual fund investments, fixed deposits with banks and
other fixed income securities. The value of these investments depends on several factors beyond our control,
including the domestic and international economic and political scenario, inflationary expectations and the
RBI’s monetary policies. Any decline in the value of the investments may have an adversely effect on our
business, financial condition and results of operations.

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

A portion of our Company’s funding requirements is met through short-term and medium-term funding
sources such as bank loans, working capital demand loans, cash credit, short term loans and commercial
paper. However, a significant portion of our Company’s assets (such as loans to its customers) have maturities
with longer terms than its borrowings. Our Company may face potential liquidity risks due to varying periods
over which our Company’s assets and liabilities mature. Moreover, raising long-term borrowings in India has
historically been challenging. Our Company’s inability to obtain additional credit facilities or renew its
existing credit facilities in a timely and cost-effective manner to meet its maturing liabilities, or at all, may
lead to gaps and mismatches between its assets and liabilities, which in turn may adversely affect our
Company’s liquidity position, and in turn, its operations and financial performance.

We regularly monitor our funding levels to ensure we are able to satisfy the requirement for loan
disbursements and maturity of our liabilities. As is typical for NBFCs, we maintain diverse sources of funding
and liquid assets to facilitate flexibility in meeting our liquidity requirements. Liquidity is provided
principally by long-term borrowings from banks and mutual funds, short and long-term general financing
through the domestic debt markets and retained earnings, proceeds from securitization and equity issuances.

Our liquidity position may be adversely affected and we may be required to pay higher interest rates in order
to meet our liquidity requirements in the future, which could have a material adverse effect on our business
and financial results.

The following table describes the ALM of our Company as on March 31, 2022:
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(% in crores)

1to
Overl | Over2 | Over3 | Over6
. S month | months | months | months LT OIS Over 5
Particulars days year to to5 Total
to 2 to 3 to 6 tol years
(@ months | months | months year SR years
month)
Deposits - - - - - - - - -
Advances 263.62 | 330.59 | 240.12 | 878.05 | 1,479.72 | 5,995.37 | 2,431.74 | 298.72 | 11,917.93
Investments | 16.62 - 0.10 0.25 3.98 943.46 - 58.69 1,023.10
Foreign
Currency - - - - - - - - -
assets
Borrowings | 8155 4.62 143.08 | 815.69 559.49 | 3,645.41 | 1,736.10 | 577.27 | 7,563.21
Foreign
Currency - - - - - - - - -
liabilities

A decline in our Company’s capital adequacy ratio could restrict its future business growth.

NBFCs are required to maintain a minimum CRAR norm of 15% of the risk weighted assets and risk adjusted
value of off-balance sheet items before declaring any dividends. The table below sets forth our CRAR as at
September 30, 2022 and March 31, 2022, 2021, and 2020:

_ For the half year For the Fiscal Year ended March 31,
Particulars ended September 30,
2022 2022 2021 2020
CRARL 50.22% 47.73% 34.48% 32.44%
CRAR — Tier | Capital 46.99% 44.55% 31.44% 29.54%
CRAR - Tier Il Capital 3.23% 3.18% 3.04% 2.89%
Note:

1. CRAR s defined as a capital ratio consisting of Tier | and Tier Il Capital to its aggregated risk weighted
assets (as per the RBI Regulations) and risk adjusted value of off-balance sheet items.

If our Company continues to grow its loan portfolio and asset base, it will be required to raise additional Tier
I and Tier Il Capital in order to continue to meet applicable capital adequacy ratios with respect to its business.
There can be no assurance that our Company will be able to raise adequate additional capital in the future on
terms favourable to our Company, in a timely manner, or at all and this may adversely affect the growth of
our Company’s business.

We may introduce new products for our customers, and there is no assurance that our new products will
be profitable in the future.

We may introduce new products and services in our existing lines of business. We may incur costs to expand
our range of products and services and cannot guarantee that such new products and services will be
successful once offered, whether due to factors within or outside of our control, such as general economic
conditions, a failure to understand customer demand and market requirements or management focus on these
new products. If we fail to develop and launch these products and services successfully, we may lose a part
or all of the costs incurred in development and promotion or discontinue these products and services entirely,
which could in turn adversely affect our business and results of operations.

If the corporate undertakings provided by us in our assignment of receivables transactions are invoked,
it may require outflow in respect of these undertakings and adversely affect our net income.

We have in the past, assigned and/or securitised a portion of the receivables from our Loan Book to banks
and other institutions. The assignment and/or securitisation transactions were conducted on the basis of our
internal estimates of our funding requirements. Any change in the applicable government regulations in
relation to assignments/ securitisations by NBFCs could have an adverse impact on our
assignment/securitisation program.
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Under some of the assignment and pass through certificate transactions that we undertake, we provide credit
support in the form of corporate guarantee and/or cash collateral. In the case of increase in losses on such
transactions, such guarantee or the cash collateral may be enforced.

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

We have devoted resources to develop our risk management policies and procedures and aim to continue to
do so in the future. For details, see “Our Business — Risk and Asset-Liability Management” on page 160 of
this Draft Shelf Prospectus. Despite this, our policies and procedures to identify, monitor and manage risks
of fraud, money laundering, any other credit, operational or other risks may not be fully effective. Further,
some of our methods of managing risks are based upon the use of observed historical market behaviour. As
a result, these methods may not accurately predict future risk exposures, which could be significantly greater
than those indicated by the historical measures. To the extent any of the instruments and strategies we use to
hedge or otherwise manage our exposure to market or credit risk are not effective, we may not be able to
mitigate effectively our risk exposures in particular market environments or against particular types of risk.

Our investment and interest rate risk are dependent upon our ability to properly identify, and mark-to-market
changes in the value of financial instruments caused by changes in market prices or rates. Our earnings are
dependent upon the effectiveness of our management of changes in credit quality and risk concentrations, the
accuracy of our valuation models and our critical accounting estimates and the adequacy of our allowances
for loan losses.

To the extent our assessments, assumptions or estimates prove inaccurate or not predictive of actual results,
we could suffer higher than anticipated losses. See “Risk Factors - High levels of customer defaults and the
resultant non-performing assets could adversely affect our Company's business, financial condition, results
of operations and future financial performance” on page 21 of this Draft Shelf Prospectus.

If we fail to effectively implement our risk management policies, it could materially and adversely affect our
business, financial condition, results of operations and cash flows.

Our business and operations significantly depend on senior management and key employees and may be
adversely affected if we are unable to retain them.

Our business and operations largely depend on the continued services and performance of our senior
management and other key employees and our ability to attract and retain such personnel. Considering the
compact nature of our management team, our ability to identify, recruit and retain our employees is critical.
As common to the non-banking finance industry we also face a continuing challenge to recruit and retain a
sufficient number of suitably skilled personnel, knowledgeable in sectors to which we lend. There is
significant competition in India for such personnel, and it may be difficult to attract, adequately compensate
and retain personnel we need in the future. Inability to attract and retain appropriate and adequate managerial
personnel, or the loss of key personnel could adversely affect our business, prospects, results of operations,
financial condition. We will need to recruit new employees, who will have to be trained and integrated into
our operations. We will also have to train existing employees to adhere properly to internal controls and risk
management procedures. Failure to train and motivate our employees properly may result in an increase in
employee attrition rates, require additional hiring, erode the quality of customer service, divert management
resources, increase our exposure to high-risk credit and impose significant costs on us. Hiring and retaining
qualified and skilled managers are critical to our future, as our business model depends on our credit-appraisal
and asset valuation mechanism, which are personnel-driven operations. The loss of the services of our senior
members of our management team and key employees could seriously impair our ability to continue to
manage and expand our business efficiently and adversely affect our business, results of operations and
financial condition. Further, we also do not maintain any key man insurance policies, and as a result, we may
be unable to compensate for the loss of service of our key personnel.
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reputation of our Promoter may have a concurrent adverse effect on our Company’s reputation, business
and results of operations and may correspondingly adversely affect our goodwill, operations and
profitability.

As on the date of this Draft Shelf Prospectus, our Promoter holds 100% of our paid-up share capital. Our
Company is dependent on the goodwill and brand name of the Indiabulls. Our Company believes that this
goodwill contributes significantly to its business. We operate in a competitive environment, and we believe
that our brand recognition is a significant competitive advantage to us. There can be no assurance that the
“Indiabulls” brand, which our Company believes is a well-recognised brand in India, will not be adversely
affected in the future by events or actions that are beyond our Company’s control, including customer
complaints, developments in other businesses that use this brand or adverse publicity from any other source.

If our Promoter ceases to exercise control over our Company as a result of any transfer of shares or otherwise,
our ability to derive any benefit from the brand name “Indiabulls” and our goodwill as a part of the Indiabulls
Group of companies may be adversely affected, which in turn could adversely affect our business and results
of operations.

In the event Indiabulls Group is unable to maintain the quality of its services or its goodwill deteriorates, our
Company’s business and results of operations may be adversely affected. Any failure to retain our Company
name may deprive us of the associated brand equity that we have developed which may have a material
adverse effect on our business and results of operations.

Any disassociation of our Company from the Indiabulls Group and/or our inability to have access to the
infrastructure provided by other companies in the Indiabulls Group could adversely affect our ability to attract
customers and to expand our business, which in turn could adversely affect our goodwill, operations and
profitability.

Our business is dependent on relationships with our clients established through, amongst others, our
branches. Closure of branches or loss of our key branch personnel may lead to damage to these
relationships and a decline in our revenue and profits.

Our business is dependent on the key branch personnel who directly manage client relationships. We
encourage dedicated branch personnel to service specific clients since we believe that this leads to long-term
client relationships, a trust based business environment and, over time, better cross-selling opportunities. Our
business may suffer materially if a substantial number of branch managers either become ineffective or leave
us.

Our Company is exposed to operational risks, including employee negligence, petty theft, burglary and
embezzlement and fraud by employees, agents, customers or third parties, which could harm our
Company’s results of operations and financial position.

Our Company is exposed to many types of operational risks. Operational risks can result from a variety of
factors, including failure to obtain proper internal authorisations, improperly documented transactions, failure
of operational and information security procedures, computer systems, software or equipment, fraud,
inadequate training and employee errors. Our Company attempts to mitigate operational risk by maintaining
a comprehensive system of internal controls, establishing systems and procedures to monitor transactions,
maintaining key back-up procedures, undertaking regular contingency planning and providing employees
with continuous training. Any failure to mitigate such risks may adversely affect our Company’s business
and results of operations.

In addition, some of our Company’s transactions expose it to the risk of misappropriation or unauthorised
transactions by its employees and fraud by its employees, agents, customers or third parties. Our Company’s
insurance policies, security systems and measures undertaken to detect and prevent these risks may not be
sufficient to prevent or deter such activities in all cases which may adversely affect our Company’s operations
and profitability. Furthermore, our Company may be subject to regulatory or other proceedings in connection
with any unauthorised transaction, fraud or misappropriation by its representatives and employees which
could adversely affect its goodwill. In addition, some of our Company’s collaterals which were provided for
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the loans may not be adequately insured and this may expose our Company to a loss of value for the collateral.
As a result, our Company may not be able to recover the full value of the collateral. Any loss of value of the
collateral may have a material adverse effect on our Company’s profitability and business operations.

Significant fraud, system failure or calamities could adversely impact our Company's business.

Our Company seeks to protect its computer systems and network infrastructure from physical break-ins as
well as fraud and system failures. Computer break-ins and power and communication disruptions could affect
the security of information stored in and transmitted through our Company’s computer systems and network
infrastructure. Our Company employs security systems, including firewalls and password encryption,
designed to minimise the risk of security breaches. Although our Company intends to continue to implement
security technology and establish operational procedures to prevent fraud, break-ins, damage and failures,
there can be no assurance that these security measures will be adequate. A significant failure of security
measures or operational procedures could have a material adverse effect on our Company’s business and its
future financial performance. Although our Company takes adequate measures to safeguard against system-
related and other frauds, there can be no assurance that it would be able to prevent frauds. Furthermore, our
Company is exposed to many types of operational risks, including the risk of fraud or other misconduct by
its employees and unauthorised transactions by its employees. Our Company’s reputation may be adversely
affected by significant frauds committed by its employees, customers or outsiders.

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

Certain non-GAAP financial measures and certain other statistical information relating to our
operations and financial performance like Net worth, Financial Assets (excluding cash and cash equivalents)
and Investments, Non-Financial Assets (excluding property, plant and equipment and other intangible assets),
Financial Liabilities (excluding debt securities, borrowing (other than debt securities and subordinated
liabilities) and Total Debt/Total Equity, have been included in this section and elsewhere in this Draft Shelf
Prospectus which are supplemental measures of our performance and liquidity that is not required by, or
presented in accordance with, Ind-AS. We compute and disclose such non-GAAP financial measures
and such other statistical information relating to our operations and financial performance as we consider
such information to be useful measures of ourbusiness 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 financial services businesses provide such non-
GAAP financial measures and other statistical and operational information when reporting their financial
results. Such non-GAAP measures are not measures of operating performance or liquidity defined by
generally accepted accounting principles and should not be considered in isolation or constructed as an
alternative to cash flows, profit/(loss) for the years/period or any other measures 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, IFRS and US GAAP.
These non-GAAP financial measures and other statistical and other information relating to our operations
and financial performance are not standardised terms and may not be computed on the basis of any standard
methodology that is applicable across the industry. Therefore, such non-GAAP measures may not be
comparable to financial measures and statistical information of similar nomenclature that may be computed
and presented by other banks or financial institutions in India or elsewhere.

Our lending operations involve cash collection which may be susceptible to loss or misappropriation or
fraud by our employees. This may adversely affect our business, operations and ability to recruit and retain
employees.

Our lending and collection operations involve handling of cash, including collections of instalment
repayments in cash in certain cases. Cash collection exposes us to risk of loss, fraud, misappropriation or
unauthorised transactions by our employees responsible for dealing with such cash collections. In addition,
we may be subject to regulatory or other proceedings in connection with any such unauthorised transaction,
fraud or misappropriation by our agents or employees, which could adversely affect our goodwill, business
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prospects and future financial performance. In addition, given the high volume of transactions involving cash
processed by us, certain instance of fraud and misconduct by our employees or representatives may go
unnoticed for some time before they are identified and corrective actions are taken. Even when we identify
instance of fraud and other misconduct and pursue legal recourse or file claims with our insurance carriers,
there can be no assurance that we will recover any amounts lost through such fraud or other misconduct.
While we have internal control in place to minimise the likelihood or such frauds, there can be no assurance
that these are sufficient and will be so in the future.

In addition to the above, our employees operating in remote areas may be required to transport cash due to
lack of local banking facility. In the event of any adverse incident, our ability to continue operations in such
areas will be adversely affected and our employee recruitment and retention efforts may be affected, thereby
affecting our growth and expansion. In addition, if we determine that certain areas of India pose a significantly
higher risk or crime or instability, our ability to operate in such areas will be adversely affected.

Our Company’s reliance on any misleading or misrepresented information provided by potential
customers or counterparties or an inaccurate credit appraisal by our Company’s employees may affect its
credit judgments, as well as the value of and title to the collateral, which may adversely affect its reputation,
business and results of operations.

In deciding whether to extend credit or enter into other transactions with customers and counterparties, our
Company may rely on information furnished to it by or on behalf of customers and counterparties, including
financial statements and other financial information. Our Company may also rely on certain representations
in relation to the accuracy and completeness of that information as well as independent valuation reports and
title reports with respect to the collateral. In addition, our Company may rely on reports of the independent
auditors in relation to the financial statements. Moreover, our Company has implemented Know Your
Customer (“KYC”) checklist and other measures to prevent money laundering. There can be no assurance
that information furnished to our Company by potential customers and any analysis of such information or
the independent checks and searches will return accurate results, and our Company’s reliance on such
information may affect its judgement of the potential customers' credit worthiness, as well as the value of and
title to the collateral, which may result in our Company having to bear the risk of loss associated with such
misrepresentations. In the event of the ineffectiveness of these systems, our Company’s reputation, business
and results of operations may be adversely affected.

Our Company may also be affected by the failure of its employees to adhere to the internal procedures and
an inaccurate appraisal of the credit or financial worth of its clients. Inaccurate appraisal of credit may allow
a loan sanction which may eventually result in a bad debt on our Company’s books of accounts. In the event
our Company is unable to mitigate the risks that arise out of such lapses, our Company’s business and results
of operations may be adversely affected.

Our Company may not be able to detect money-laundering and other illegal or improper activities fully or
on a timely basis, which could expose it to additional liability and harm its business or reputation.

Our Company is required to comply with applicable anti-money-laundering and anti-terrorism laws and other
regulations in India. Our Company, in the course of its operations, runs the risk of failing to comply with the
prescribed KYC procedures and the consequent risk of fraud and money laundering by dishonest customers
despite putting in place systems and controls customary in India to prevent the occurrence of these risks.
Although our Company believes that it has adequate internal policies, processes and controls in place to
prevent and detect any AML activity and ensure KYC compliance, there can be no assurance that our
Company will be able to fully control instances of any potential or attempted violation by other parties and
may accordingly be subject to regulatory actions including imposition of fines and other penalties. Our
Company, in certain of its activities and in pursuit of its business, runs the risk of inadvertently offering its
financial products and services ignoring customer suitability and appropriateness despite having a KYC and
Anti-Money Laundering measures and associated processes in place. Such incidents may adversely affect our
Company’s business and reputation.
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Our Company’s insurance coverage may not adequately protect our Company against losses which could
adversely affect our Company’s business, financial condition and results of operations.

Our Company maintains insurance coverage that our Company believes is adequate for its operations. Our
Company’s insurance policies, however, may not provide adequate coverage in certain circumstances and are
subject to certain deductibles, exclusions and limits on coverage. We currently maintain insurance coverage
against fire and allied perils, burglary and housebreaking and damage to portable equipment at our offices
and a money insurance coverage for cash that is maintained in our offices and cash in transit. We also maintain
a director’s and officers' liability policy covering our directors, officers and employees against claims arising
out of legal and regulatory proceedings and monetary demands for damages. However, our Company cannot
assure you that the terms of its insurance policies will be adequate to cover any damage or loss suffered by
our Company or that such coverage will continue to be available on reasonable terms or will be available in
sufficient amounts to cover one or more large claims, or that the insurer will not disclaim coverage as to any
future claim. Any successful assertion of one or more large claims against our Company that exceeds our
Company’s available insurance coverage or changes in our Company’s insurance policies, including any
increase in premium or any imposition of larger deductibles or co-insurance requirements could adversely
affect our Company’s business, financial condition and results of operations.

We do not own our registered office, corporate offices and branch offices. Any termination or failure on
our part to renew our lease/rent agreements in a favourable, timely manner, or at all, could adversely
affect our business and results of operations. Moreover, many of the lease/rent agreements entered into by
our Company may not be duly registered or adequately stamped.

All our branch offices, as well as our registered office and corporate offices, are located on leased/rented
premises. Some of the lease/rent agreements may have expired and we maybe currently involved in
negotiations for the renewal of these lease/rent agreements. If these lease/rent agreements are not renewed or
renewed on unfavourable 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, most of our lease/rent agreements may not be adequately stamped or 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 the operations and business of our Company.

We have entered into a number of related party transactions and may continue to enter into related party
transactions, which may involve conflicts of interest.

We have entered into a number of related party transactions, within the meaning of AS-18, and may continue
to enter into related party transactions, which may involve conflict of interest. Such transactions may give
rise to current or potential conflicts of interest with respect to dealings between us and such related parties.
Further, we have entered and may continue to enter into certain transactions with IHFL, our Promoter which
may or may not be at an arm’s length. However, such related party transactions are exempted under Section
188 of Companies Act, on account of our Company being a wholly owned subsidiary of IHFL. Additionally,
there can be no assurance that any dispute that may arise between us and related parties will be resolved in
our favour. For further details, please refer to the statement of related party transactions in “Financial
Statements” on page 226 of this Draft Shelf Prospectus.

Our Company’s Promoter, Directors and related entities may have interests in a number of entities which
are in businesses similar to our Company’s business and this may result in potential conflicts of interest
with our Company.

Certain decisions concerning our Company’s operations or financial structure may present conflicts of
interest among our Company’s Promoter, other shareholders, Directors, executive officers and the holders of
Equity Shares. Our Company’s Promoter, Directors and related entities have interests in various entities that
are engaged in businesses similar to our Company. Commercial transactions in the future between our
Company and related parties may result in conflicting interests. A conflict of interest may occur directly or
indirectly between our Company’s business and the business of our Company’s Promoter which could have
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an adverse effect on our Company’s operations. Conflicts of interest may also arise out of common business
objectives shared by our Company, our Company’s Promoter, Directors and their related entities. Our
Company’s Promoter, Directors and their related entities may compete with our Company and have no
obligation to direct any opportunities to our Company. Our Company cannot provide any assurance that these
or other conflicts of interest will be resolved in an impartial manner.

We may be unable to protect our logos, brand names and other intellectual property rights which are
critical to our business.

Our Company has not made an application for and consequently does not own trademark registrations for the
logo used in this Draft Shelf Prospectus and various Transaction Documents. Accordingly, we may not be
able to prohibit the use of our intellectual property by any third party and may, in the future, face claims and
legal actions by third parties that may use, or dispute our right to use, the logos and brand names under which
our business currently operates. We may be required to resort to legal action to protect our logos and brand
names. Any adverse outcome in such legal proceedings may impact our ability to use our logos, brand names
and other intellectual property in the manner in which such intellectual property is currently used or at all,
which can have a material adverse effect on our business and our financial condition.

We derive significant operational benefits by association with the Indiabulls brand and may be restricted
from using the Indiabulls trademark we currently operate under with no recourse against such restriction
in the future.

We believe that our relationship with the Indiabulls group provides brand recall and enables us to derive
significant marketing and operational benefits by association to the Indiabulls brand. The Indiabulls brand
that we operate under is shared between members of the Indiabulls group of companies, a diversified set of
businesses in the financial services sector. The “Mndiabulls” trademark is registered in the name of our
Promoter, IHFL. We use “Indiabulls” trademark as a ‘common law licensee or permissive user’ under implied
permission and consent of IHFL. We have not, in the past, entered into, or do not currently have agreements
to share this brand. Accordingly, we will have no recourse if we are restricted to use such trademark in the
future, which could materially affect our reputation, business and results of operations.

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

We enter into outsourcing arrangements with third party vendors for a number of services required by us.
These vendors provide services, which include, among others, software services and client sourcing. Though
adequate due diligence is conducted before finalizing such outsourcing arrangements, we cannot guarantee
that there will be no disruptions in the provision of such services or that these third parties will adhere to their
contractual obligations. If there is a disruption in the third-party services, or if the third-party service providers
discontinue their service agreement with us, our business, financial condition and results of operations will
be adversely affected. In case of any dispute, we cannot assure you that the terms of such agreements will not
be breached, which may result in litigation costs. Such additional cost, in addition to the cost of entering into
agreements with third parties in the same industry, may materially and adversely affect our business, financial
condition and results of operations. We may also suffer from reputational and legal risks if our third-party
service providers act unethically or unlawfully or misrepresent or mis-sell our products and services, which
could materially and adversely affect our business, financial condition and results of operations.

As part of its lending business, our Company will rely on third party sources for certain information, such as
"Aadhar" or unique identification number, of loan applicants based on which the data analytics software will
be able to process the information. For instance, the applicant's details will be sourced from various websites,
payment bureau and third-party vendors and settlement of funds will be facilitated by payment processing
systems by linking the data analytics software to such websites. Some of these third-party data sources are
currently, and may, in the future, be vulnerable to data privacy violation claims. If these claims are established
and these data sources are no longer available to us, we will have to find alternate sources for such data which
may increase our operational costs and adversely affect our results of operations. These third-party data
sources are also susceptible to operational and technology vulnerabilities and are also exposed to changes in
regulations, which may impact our business. In addition, these third-party data sources may rely on other
parties (sub-contractors), to provide services to us which also face similar risks. For example, external content
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providers provide us with financial information, market news, quotes, research reports and other fundamental
data that we offer to clients.

Certain of our documents may bear higher stamp duty than we have paid and as a result, our cash flows
and results of operations may be adversely affected.

In relation to assignment/ securitisation transactions executed by us in relation to our Loan Book, we have
entered into certain documentation, wherein we have, in accordance with industry practice, agreed to bear all
costs in relation to stamp duty payable in respect of the assignment/ securitisation documents. Most of these
transactions involve loans (and underlying mortgages) situated across India, and not just the jurisdiction
where the documents in relation to the assignment/ securitisation are stamped. If any of the transaction
documents in relation to these assignment/ securitisation transactions, are for any reason, taken out of the
state in which stamp duty has been paid, including for registration of the same in the state where the
underlying property is situated, there may be an additional stamp duty implication us, to the extent of the
difference between the stamp duty payable in such state and the stamp duty already paid. Any such liability
may have a financial impact on our cash flows and results of operations.

We may be required to bear additional tax liability for previous assessment years, which could adversely
affect our financial condition.

According to extant guidelines from the RBI, an NBFC is not permitted to recognise income if the amount
due in respect of a loan has not been paid by the borrower for 90 days or more and such amount is considered
an NPA. However, under Section 43D read with rule 6EB of the Income Tax Rules, the definition of an NPA
under the Income Tax Act is different from that provided by extant guidelines of the RBI in force at present.

While we have been following the guidelines of the RBI on income recognition, if the interpretation of the
income tax department is different to ours, we may be required to bear additional tax liabilities for previous
assessment years, as well as an increased tax liability in the future as a result of our income being recognized
by the income tax department at a higher level than the income offered for taxation under the guidelines set
out by the RBI.

The Bankruptcy Code in India may affect our rights to recover loans from borrowers.

The Insolvency and Bankruptcy Code, 2016, as amended from time to time (“Bankruptcy Code”) was
notified on August 5, 2016. The Bankruptcy Code offers a uniform and comprehensive insolvency legislation
encompassing all companies, partnerships and individuals (other than financial firms). It allows creditors to
assess the viability of a debtor as a business decision, and agree upon a plan for its revival or a speedy
liquidation. The Bankruptcy Code creates a new institutional framework, consisting of a regulator, insolvency
professionals, information utilities and adjudicatory mechanisms, which will facilitate a formal and time-
bound insolvency resolution and liquidation process.

In case insolvency proceedings are initiated against a debtor to our Company, we may not have complete
control over the recovery of amounts due to us. Under the Bankruptcy Code, upon invocation of an insolvency
resolution process, a committee of creditors is constituted by the interim resolution professional, wherein
each financial creditor is given a voting share proportionate to the debts owed to it. Any decision of the
committee of creditors must be taken by a vote of not less than 66% of the voting share of all financial
creditors. Any resolution plan approved by the committee of creditors is binding upon all creditors, even if
they vote against it.

In case a liquidation process is opted for, the Bankruptcy Code provides for a fixed order of priority in which
proceeds from the sale of the debtor’s assets are to be distributed. Before sale proceeds are distributed to a
secured creditor, they are to be distributed for the costs of the insolvency resolution and liquidation processes,
debts owed to workmen and other employees, and debts owed to unsecured credits. Further, under this
process, dues owed to the Central and State Governments rank at par with those owed to secured creditors.
Moreover, other secured creditors may decide to opt out of the process, in which case they are permitted to
realise their security interests on priority.
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Accordingly, if the provisions of the Bankruptcy Code are invoked against any of the borrowers of our
Company, it may affect our Company’s ability to recover our loans from the borrowers and enforcement of
our Company’s rights will be subject to the Bankruptcy Code.

Further, the Gol vide notification dated March 24, 2020 (“Notification™) has amended section 4 of the
Bankruptcy Code due the lingering impact of the COVID-19 pandemic. Pursuant to the said Notification,
Government has increased the minimum amount of default under the insolvency matters from 1,00,000 to
%1,00,00,000. Therefore, the ability of our Company to initiate insolvency proceedings against the defaulters
where the amount of default in an insolvency matter is less the %1,00,00,000 may impact the recovery of
outstanding loans and profitability of our Company.

A failure or inadequacy or security breach in our Company’s information technology and
telecommunication systems or its inability to adapt to rapid technological changes may adversely affect its
business, results of operation and financial condition.

Our Company’s ability to operate and remain competitive depends in part on its ability to maintain and
upgrade its information technology systems and infrastructure on a timely and cost-effective basis, including
its ability to process a large number of transactions on a daily basis. Our Company’s operations also rely on
the secure processing, storage and transmission of confidential and other information in its computer systems
and networks. Our Company’s financial, accounting or other data processing systems and management
information systems or its corporate website may fail to operate adequately or become disabled as a result of
events that may be beyond its control, including a disruption of electrical or communications services.
Further, the information available to and received by our Company’s management through its existing
systems may not be timely and sufficient to manage risks or to plan for and respond to changes in market
conditions and other developments in its operations. If any of these systems are disabled or if there are other
shortcomings or failures in our Company’s internal processes or systems, it may disrupt our Company’s
business or impact its operational efficiencies and render it liable to regulatory intervention or damage to its
reputation. The occurrence of any such events may adversely affect our Company’s business, results of
operations and financial condition.

Our Company is dependent on various external vendors for the implementation of certain elements of its
operations, including implementing information technology infrastructure and hardware, industry standard
commercial off-the-shelf products, networking and back-up support for disaster recovery. Our Company is,
therefore, exposed to the risk that external vendors or service providers may be unable to fulfil their
contractual obligations to it (or will be subject to the risk of fraud or operational errors by their respective
employees) and the risk that their (or their vendors') business continuity and data security systems prove to
be inadequate or fail to perform. Failure to perform any of these functions by our Company’s external vendors
or service providers could materially and adversely affect its business, results of operations and cash flows.

In addition, the future success of our Company’s business will depend in part on its ability to respond to
technological advances and to emerging financing industry standards and practices on a cost-effective and
timely basis. The development and implementation of such technology entails significant technical and
business risks. There can be no assurance that our Company will successfully implement new technologies
effectively or adapt its technology and systems to meet customer requirements or emerging industry
standards. If our Company is unable, for technical, legal, financial or other reasons, to adapt in a timely
manner to changing market conditions, customer requirements or technological changes, its financial
condition could be adversely affected. Any technical failures associated with its information technology
systems or network infrastructure, including those caused by power failures and other unauthorised
tampering, may cause interruptions or delays in our Company’s ability to provide services to its customers
on a timely basis or at all, and may also result in added costs to address such system failures and/or security
breaches, and for information retrieval and verification.

Our Company’s ability to assess, monitor and manage risks inherent in our Company’s business differs
from the standards of some of its counterparts.

Our Company is exposed to a variety of risks, including liquidity risk, interest rate risk, credit risk, operational
risk and legal risk. The effectiveness of our Company's risk management is limited by the quality and
timeliness of available data. Our Company's hedging strategies and other risk management techniques may
not be fully effective in mitigating its risks in all types of market environments or against all types of risk,

45



57.

58.

including risks that are unidentified or unanticipated. Some methods of managing risks are derived from the
observation of historical market behaviour. As a result, these methods may not predict future risk exposures,
which could be greater than the indication based on historical measures. Other risk management methods
depend on an evaluation of information regarding markets, customers or other matters. This information may
not be accurate, complete, up-to-date or properly evaluated. The management of operational, legal or
regulatory risk requires, among other things, proper policies and procedures to record and verify a number of
transactions and events. Although our Company has established these policies and procedures, they may not
be fully effective.

Our Company's future success will depend, in part, on our Company's ability to respond to new technological
advances and emerging market standards and practices in a cost-effective and timely manner. The
development and implementation of such technology entails significant technical and business risks. There
can be no assurance that our Company will be able to successfully implement new technologies or adapt its
transaction processing systems in accordance with the requirements of customers or emerging market
standards.

We have not been able to obtain certain records of the educational and professional qualifications of our
Director namely Mr. Anil Malhan, and have relied on declarations and undertakings furnished by him for
details of his profiles included in this Draft Shelf Prospectus.

Our Director, Mr. Anil Malhan, has been unable to trace copies of documents pertaining to his educational
and profession qualifications included in Draft Shelf Prospectus. Accordingly, reliance has been placed on
declarations, undertakings and affidavits furnished by him to us and the Lead Managers to disclose details of
his educational and professional qualifications in this Draft Shelf Prospectus. We and the Lead Managers
have been unable to independently verify these details prior to inclusion in this Draft Shelf Prospectus.
Further, there can be no assurances that he will be able to trace the relevant documents pertaining to his
qualifications in the future, or at all.

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 non-banking financial 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 non-banking finance industry generally or us specifically
could materially 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 reputation over our history, 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 organisations in response to that conduct. Although
we take steps to minimise reputational risk in dealing with customers and other constituencies, we, as a
large financial services organisation with a high industry profile, are inherently exposed to this risk.

Any damage to our brand or our reputation may result in withdrawal of business by our existing
customers, loss of new business from potential customers.

EXTERNAL RISKS AND RISK RELATING TO INDIA

1.

A slowdown in economic growth in India may adversely affect our business and results of operations.

Our financial performance and the quality and growth of our business depend significantly on the health of
the overall Indian economy, the gross domestic product growth rate and the economic cycle in India. A
substantial portion of our assets and employees are located in India, and we intend to continue to develop and
expand our facilities in India.
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Our performance and the growth of our business depend on the performance of the Indian economy and the
economies of the regional markets we currently serve. These economies could be adversely affected by
various factors, such as political and regulatory changes including adverse changes in liberalization policies,
social disturbances, religious or communal tensions, terrorist attacks and other acts of violence or war, natural
calamities, interest rates, commodity and energy prices and various other factors. Any slowdown in these
economies could adversely affect the ability of our customers to afford our services, which in turn would
adversely impact our business and financial performance and results of operations.

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

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

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

Inflation rates could be volatile, and we may face high inflation in the future as India has 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. The cost of our funding and the pricing of our loan products are determined by a number of factors,
many of which are beyond our control, including the RBI's monetary policies, inflationary expectations,
competition, domestic and international economic and political conditions and other factors. Consequently,
we may also be affected and fall short of business growth and profitability.

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

While the Government of India through the RBI has previously initiated economic measures to combat high
inflation rates, it is unclear whether these measures will remain in effect, and there can be no assurance that
Indian inflation levels will not rise in the future. As our business consists of sizable contributions from the
retail and agricultural segments, any slowdown in the growth of the housing, automobile or agricultural sectors
could increase the cost of servicing our non-Rupee-denominated debt, and adversely impact our business,
financial conditions and results of operations.

Our business and activities may be affected by competition law in India.

The Competition Act, 2002 was enacted for the purpose of preventing practices having an adverse effect on
competition in India and has mandated the CCI to separate such practices. Under the Competition Act, any
arrangement, understanding or action whether or not formal or informal which causes or is likely to cause an
appreciable adverse effect on competition is void and attracts substantial penalties. Further, any agreement
among competitors which directly or indirectly involves determination of purchase or sale prices, limits or
controls production, or shares the market by way of geographical area or number of customers in the relevant
market is presumed to have an appreciable adverse effect on competition in the relevant market in India and
shall be void.

The Competition Act also prohibits abuse of dominant position by any enterprise. If it is proved that the
contravention committed by a company took place with the consent or connivance or is attributable to any
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neglect on the part of, any director, manager, secretary or other officer of such company, that person shall be
deemed guilty of the contravention and liable to be punished.

On March 4, 2011, the Government of India notified and brought into force the combination regulation
(merger control) provisions under the Competition Act with effect from June 1, 2011. The combination
regulation provisions require that acquisition of shares, voting rights, assets or control or mergers or
amalgamations which cross the prescribed asset and turnover based thresholds shall be mandatorily notified
to and pre-approved by the CCI. In addition, on May 11, 2011, the CCI issued the final Competition
Commission of India (Procedure in regard to the transaction of business relating to combinations)
Regulations, 2011, as amended, which sets out the mechanism for implementation of the combination
regulation provisions under the Competition Act.

If we are adversely impacted, directly or indirectly, by any provision of the Competition Act, or its application
or interpretation, generally or specifically in relation to any merger, amalgamation or acquisition proposed
by us, or any enforcement proceedings initiated by the CCl, either suo moto or pursuant to any complaint, for
alleged violation of any provisions of the Competition Act, our business, financial condition and results of
operations may be materially and adversely affected.

Companies operating in India are subject to a variety of central and state government taxes and
surcharges. Any increase in tax rates could adversely affect our business and results of operations.

Tax and other levies including stamp duty imposed by the central and state governments in India that affect
our tax liability include central and state taxes and other levies, income tax, goods and service tax, stamp duty
and other special taxes and surcharges which are introduced on a temporary or permanent basis from time to
time. Moreover, the central and state tax scheme in India is extensive and subject to change from time to
time. The statutory corporate income tax in India, which includes a surcharge on the tax and an education and
health cess on the tax and the surcharge, is currently up to 25.17%. The central or state government may in
the future increase the corporate income tax it imposes. Any such future increases or amendments may affect
the overall tax efficiency of companies operating in India and may result in significant additional taxes
becoming payable. Additional tax exposure could adversely affect our business and results of operations.

There can be no assurance that our Company will pay adequate stamp duty as levied in all states where our
Company functions or pay any stamp duty altogether, which may result in additional duty being levied on
our Company and our Company getting exposed to statutory liabilities, which may have an adverse impact
on our financial position and our reputation.

The taxation system in India could adversely affect our business, prospects, financial condition and results
of operations.

The Government of India implemented a comprehensive national goods and services tax (“GST”) regime
with effect from July 1, 2017, that combined multiple taxes and levies by the Central and State
Governments into a unified tax structure. Our business and financial performance could be adversely
affected by any unexpected or onerous requirements or regulations resulting from the introduction of
GST or any changes in laws or interpretation of existing laws, or the promulgation of new laws, rules and
regulations relating to GST, as it is implemented.

The Government has enacted the GAAR provisions which have come into effect from April 1, 2017.
The tax consequences of the GAAR provisions being applied to an arrangement could result in denial of
tax benefit amongst other consequences. In the absence of any precedents on the subject, the application
of these provisions is uncertain. If the GAAR provisions are invoked, then the Indian tax authorities have
wide powers, including the ability to deny a tax benefit or deny a benefit under a tax treaty; and

The Government of India has announced the union budget for Fiscal Year 2023 and the Ministry of
Finance notified Finance Act, 2022. There is no certainty on the impact this will have on our business
and operations or on the industry in which we operate. Any future increases or amendments may affect
the overall tax efficiency of companies operating in India and may result in significant additional taxes
becoming payable. If, as aresult of a particular tax risk materialising, the tax costs associated with
certain transactions are greater than anticipated, it could affect the profitability of such transactions.
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Civil unrest, acts of violence including terrorism or war involving India and other countries could
materially and adversely affect the financial markets and our business.

Civil unrest, acts of violence including terrorism or war, may negatively affect the Indian stock markets and
also materially and adversely affect the worldwide financial markets. These acts may also result in a loss of
business confidence, make travel and other services more difficult and ultimately materially and adversely
affect our business. Although the governments of India and neighbouring countries have recently been
engaged in conciliatory efforts, any deterioration in relations between India and neighbouring countries might
result in investor concern about stability in the region, which could materially and adversely affect our
business, results of operations and financial condition.

Financial difficulty and other problems in certain financial institutions in India could adversely affect our
business, results of operations and financial condition.

We are exposed to the risks of the Indian financial system which may be affected by the financial difficulties
faced by certain Indian financial institutions because the commercial soundness of many financial institutions
may be closely related as a result of credit, trading, clearing or other relationships. This risk, which is
sometimes referred to as "systemic risk”, may adversely affect financial intermediaries, such as clearing
agencies, banks, securities firms and exchanges with whom we interact on a daily basis. Any such
difficulties or instability of the Indian financial system in general could create an adverse market
perception about Indian financial institutions and banks and adversely affect our business, results of
operations and financial condition. As the Indian financial system operates within an emerging market, it
faces risks of a nature and extent not typically faced in more developed economies, including the risk of
deposit runs notwithstanding the existence of a national deposit insurance scheme.

Financial instability in other countries could disrupt our business.

The Indian market and the Indian economy are influenced by economic and market conditions in other
countries. Although economic conditions are different in each country, investors’ reactions to developments
in one country may have adverse effects on the economy as a whole, in other countries, including India. A
loss of investor confidence in the financial systems of other emerging markets may cause 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, including the movement of exchange rates and interest
rates in India. In the event that the current difficult conditions in the global credit markets continue or if the
recovery is slower than expected or if there any significant financial disruption, this could have an adverse
effect on our cost of funding, loan portfolio, business, prospects, results of operations and financial condition.

Any downgrading of India’s debt rating by an international rating agency could adversely affect our
business, results of operations and financial condition.

India’s sovereign debt rating could be downgraded due to various factors, including changes in tax or fiscal
policy or a decline in India’s foreign exchange reserves, which are outside our control. Any adverse revisions
to India’s credit ratings for domestic and international debt by domestic or international rating agencies may
adversely impact our ability to raise additional financing, and the interest rates and other commercial terms
at which such additional financing is available. This could have an adverse effect on our business, financial
performance, profits and ability to obtain financing for capital expenditures and the interest and redemption
of the NCDs.

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

A decline in India's foreign exchange reserves could affect the liquidity and result in higher interest rates in

the Indian economy, which could adversely affect our business, our future financial performance, our results
of operations and financial condition.
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Natural disasters and other disruptions could adversely affect the Indian economy and could adversely
affect our business, results of operations and financial condition.

Our operations, including our branch network, may be damaged or disrupted as a result of natural disasters
such as earthquakes, floods, heavy rainfall, epidemics, tsunamis and cyclones and other events such as
protests, riots and labor unrest. Such events may lead to the disruption of information systems and
telecommunication services for sustained periods. They also may make it difficult or impossible for
employees to reach our business locations. Damage or destruction that interrupts our provision of services
could adversely affect our reputation, our relationships with our customers, our senior management team’s
ability to administer and supervise our business or it may cause us to incur substantial additional expenditure
to repair or replace damaged equipment or rebuild parts of our branch network. Any of the above factors may
adversely affect our business, results of operations and financial condition.

A global/regional financial crisis or outbreak of an infectious disease or any other serious public health
concerns in India or elsewhere could adversely affect our operations, cash flows, asset quality and growth.

Our business has been, and in the future will continue to be, materially affected by geo-political,
economic and market conditions, including factors such as the liquidity of the global financial markets, the
level andvolatility of debt and equity prices, interest rates, currency and commodity prices, investor
sentiment, inflation and the availability and cost of capital and credit.

There are a number of uncertainties ahead in the global markets (for example, future bilateral trade
relations between the US and China).

Additionally, the outbreak of an infectious disease in India or elsewhere or any other serious public health
concern could have a negative impact on the global economy, financial markets and business activities
worldwide, which could adversely affect our business. An outbreak of a novel strain of coronavirus (i.e.,
COVID-19), which first emerged in Wuhan City, Hubei province, the PRC in late December 2019, has
since spread to other parts of the world. The number of reported cases of COVID-19 worldwide, as
well as the number of reported deaths as a consequence of COVID-19 worldwide, significantly exceed
those observed during the SARS epidemic that occurred from November 2002 to July 2003. The COVID-
19 outbreak could become more severe, which may in turn result in protracted volatility in international
markets and/or result in a global recession as a consequence of disruptions to travel and retail segments,
tourism, and manufacturing supply chains. In particular, the COVID-19 outbreak has caused significant
volatility in stock markets worldwide and has impacted economic activity in Asia and worldwide. Any
of these factors may have a material adverse effect on our financial condition and results of operations.

Inflationary pressures in emerging markets and Asia are likely to ease on the back of slower global
growth. Whilst this gives more leeway for an accommodative stance on monetary policy, central
bankers would still have to weigh a decision to cut rates against the need to stabilise their currencies against
depreciationpressures.

The implications for the world and us are significant. First, a rise in global trade protectionism will
negatively impact the trade-dependent economies in Asia. Second, the interplay between U.S. fiscal
policies vis-a-vis monetary policies pursued by other central banks, particularly those in the emerging
markets, may lead to more volatile global capital flows. Third, while our direct exposures outside the
Indian financial markets are relatively modest, financial market volatility and increased uncertainty
may have a broader global economic impact that may in turn have a material adverse effect on our
business, cash flows, financial condition and results of operations.

Investors should be aware that there is a recent history of financial crises and boom-bust cycles in
multiple markets in both emerging and developed economies which leads to risks for all financial
institutions, including us. We remain subject to the indirect economic effect of any potential tightening in
global credit conditions, some of which cannot be anticipated and the vast majority of which are not
under its control. We also remain subject to counterparty risk arising from financial institutions that
can fail or are otherwise unable to meet their obligations under their contractual commitment to us.
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A loss of investor confidence in the financial systems of other emerging markets may cause increased
volatility in the Indian financial markets and indirectly in the Indian economy in general. Any worldwide
financial instability in the global markets could have a negative influence on the Indian economy. While
legislators and financial regulators across the globe have implemented several measures designed to add
stability to the financial markets, these may not have the intended stabilising effects. Furthermore, in
several parts of the world, there are signs of increasing retreat from globalisation of goods, services and
people, as pressure for the introduction of a protectionist regime is building and such developments could
adversely affect the Indian economy. In the event that the current adverse conditions in the global credit
markets continue or if there are any significant financial disruption, this could have an adverse effect
on our business, cash flows, financial condition, results of operations.

Instability of economic policies and the political situation in India could adversely affect the fortunes of
the industry.

There is no assurance that the liberalisation policies of the government will continue in the future. Protests
against privatisation could slow down the pace of liberalisation and deregulation. The Government of India
plays an important role by regulating the policies and regulations that govern the private sector. The current
economic policies of the government may change at a later date. The pace of economic liberalisation could
change and specific laws and policies affecting the industry and other policies affecting investments in our
Company’s business could change as well. A significant change in India’s economic liberalisation and
deregulation policies could disrupt business and economic conditions in India and thereby affect our
Company’s business.

Unstable domestic as well as international political environment could impact the economic performance in
the short term as well as the long term. The Government of India has pursued the economic liberalisation
policies including relaxing restrictions on the private sector over the past several years. The present
Government has also announced polices and taken initiatives that support continued economic liberalisation.

The Government has traditionally exercised and continues to exercise a significant influence over many
aspects of the Indian economy. Our Company’s business may be affected not only by changes in interest
rates, changes in Government policy, taxation, social and civil unrest but also by other political, economic or
other developments in or affecting India.

RISK FACTORS PERTAINING TO THE NCDS AND THIS ISSUE

1.

Trading of the NCDs may be limited by temporary exchange closures, broker defaults, settlement delays,
strikes by brokerage firm employees and disputes.

The Indian stock exchanges have experienced temporary exchange closures, broker defaults, settlement,
delays and strikes by brokerage firm employees. In addition, the governing bodies of the Indian stock
exchanges have from time to time imposed restrictions on trading in certain securities, limitations on price
movements and margin requirements. Furthermore, from time to time, disputes have occurred between listed
companies and stock exchanges and other regulatory bodies, which in some cases may have had a negative
effect on market sentiment.

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

Our ability to pay interest accrued on the NCDs and/or the principal amount outstanding from time to time
in connection therewith would be subject to various factors inter-alia including our financial condition,
profitability and the general economic conditions in India and in the global financial markets. We cannot
assure you that we would be able to repay the principal amount outstanding from time to time on the NCDs
and/or the interest accrued thereon in a timely manner or at all. Although our Company will create
appropriate security in favour of the Debenture Trustee for the NCD Holders on the assets adequate to ensure
125% asset cover on the outstanding amount of the NCDs, and it will be the duty of the Debenture Trustee
to monitor that the security is maintained, however, the realizable value of the assets charged as security,
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when liquidated, may be lower than the outstanding principal and/or interest accrued thereon in connection
with the NCDs and shall depend on the market scenario prevalent at the time of the enforcement of the
security. A failure or delay to recover the expected value from a sale or disposition of the assets charged as
security in connection with the NCDs could expose you to a potential loss.

Our Company may raise further borrowings and charge its assets after receipt of necessary consents from
its existing lenders.

Our Company may, subject to receipt of all necessary consents from its existing lenders and the Debenture
Trustee to the Issue and/or approvals or permissions that may be required under any statutory, regulatory or
contractual requirement, raise further borrowings and charge its assets, provided the stipulated minimum-
security cover is maintained. Our Company is free to decide the nature of security that may be provided for
future borrowings. In such a scenario, the NCD holders will rank pari passu with other charge holder and to
that extent, may reduce the amounts recoverable by the NCD holders upon our Company’s bankruptcy,
winding-up or liquidation.

Any downgrading in credit rating of our NCDs may affect the value of NCDs and thus to raise further
debt.

We have long-term credit ratings of “AA; Stable” from CRISIL, “AA; Negative” from CARE Ratings
Limited (“CARE Ratings”) and “BWR AA+ /Stable” from Brickwork Ratings India Private Limited
(“Brickwork”) (for the long-term loans and non-convertible debentures) and “[ICRA]JAA (Stable)” from
ICRA (for our retail non-convertible debentures). Additionally, we have a credit rating of “AA; Stable” from
CRISIL, “AA; Negative” from CARE Ratings and “BWR AA+ /Stable” from Brickwork in relation to our
subordinated debt programme. We also have a credit rating of “CRISIL A1+” from CRISIL, “CARE A1+”
from CARE Ratings, and “BWR A1+ from Brickwork in relation to our commercial paper borrowing. Our
ratings signify high degree of safety, regarding timely servicing of financial obligations and low credit risk.
Any downgrade of our credit ratings would increase borrowing costs and constraint our access to capital and
debt markets and, as a result, would negatively affect our net interest margin and our business. In addition,
downgrades of our credit ratings could increase the possibility of additional terms and conditions being
added to any additional financing or refinancing arrangements in the future. There is a possibility of increase
in forced sale of our NCDs by the investors resulting in sharp decline in their market price. Any such adverse
development could adversely affect our business, financial condition, cash flows and results of operations.

There are other lenders and debenture trustees who have pari passu charge over the Security provided.

There are other lenders and debenture trustees of our Company who have pari passu charge over the Security
provided for this Issue. While our Company is required to maintain 125% asset cover for the outstanding
amount of the NCDs and interest thereon, upon our Company’s bankruptcy, winding-up or liquidation, the
other lenders and debenture trustees will rank pari passu with the NCD Holders and to that extent, may
reduce the amounts recoverable by the NCD Holders.

Changes in interest rate may affect the price of our NCDs. Any increase in rate of interest, which
frequently accompany inflation and/or a growing economy, are likely to have a negative effect on the
price of our NCDs.

All securities where a fixed rate of interest is offered, such as our NCDs, are subject to price risk and the
price of such securities will vary inversely with changes in prevailing interest rates, i.e. when interest rates
rise, prices of fixed income securities fall and when interest rates drop, the prices increase. The extent of fall
or rise in the prices is a function of the existing coupon, days to maturity and the increase or decrease in the
level of prevailing interest rates. Increased rates of interest, which frequently accompany inflation and/or a
growing economy, are likely to have a negative effect on the price of our NCDs.
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Payments to be made on the NCDs will be subordinated to certain tax and other liabilities preferred by
law. In the event of bankruptcy, liquidation or winding-up, there may not be sufficient assets remaining
to pay amounts due on the NCDs. Additionally, you may be subject to taxes arising on the sale of the
NCDs.

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

The fund requirement mentioned in the Objects of the Issue have not been appraised by any bank or
financial institution.

We intend to use the proceeds of the Issue, after meeting the expenditures of and related to the Issue, for
purpose of onward lending, financing, and for repayment of interest and principal of existing borrowings of
the Company and for general corporate purposes in accordance with applicable law. For further details, see
“Obijects of the Issue” on page 71 of this Draft Shelf Prospectus. The fund requirement and deployment is
based on internal management estimates and has not been appraised by any bank or financial institution. The
management will have significant flexibility in applying the proceeds received by us from the Issue. The
utilisation details of the proceeds of the Issue shall be adequately disclosed as per applicable law. Further,
as per the provisions of the SEBI NCS Regulations, we are not required to appoint a monitoring agency and
therefore no monitoring agency has been appointed for the Issue.

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

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

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

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

We are not required to maintain DRR.

Our NCDs are proposed to be listed on BSE Limited and National Stock Exchange of India Limited. Pursuant
to Ministry of Corporate Affairs notification dated August 16, 2019, amending Section 71 of the Companies
Act, 2013 and Rule 18 (7) of the Companies (Share Capital and Debentures) Rules, 2014, we are not required
to maintain DRR for debentures issued through a public issue. Hence, investors shall not have the benefit of
reserve funds to cover the re-payment of the principal and interest on the NCDs. However, in accordance
with section 71 of the Companies Act, 2013, read with Rule 18 of Companies (Share Capital and Debentures)
Rules, 2014, as amended, we shall on or before the 30th day of April of each year, deposit or invest, as the
case may be, a sum which shall not be less than and which shall not any time fall below 15% of the amount
of its debentures maturing during the year ending on the 31st day of March, of the next year, following any
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one or more of the following methods: (a) in deposits with any scheduled bank, free from charge or lien (b)
in unencumbered securities of the Central Government or of any State Government; (c) in unencumbered
securities mentioned in clauses (a) to (d) and (ee) of Section 20 of the Indian Trusts Act, 1882; (d) in
unencumbered bonds issued by any other company which is notified under clause (f) of Section 20 of the
Indian Trusts Act, 1882. The amount deposited or invested, as the case may be, shall not be utilized for any
purpose other than for the debentures maturing during the year referred to above, provided that the amount
remaining deposited or invested, as the case may be, shall not at any time fall below 15% of the amount of
debentures maturing during the 31st day of March of that year. If we do not generate adequate profits, we
may not be able to deposit or invest the prescribed percentage of the amount of the NCDs maturing the
subsequent year.

There may be no active market for the NCDs on the platform of the Stock Exchanges. As a result, the
liquidity and market prices of the NCDs may fail to develop and may accordingly be adversely affected.

There can be no assurance that an active market for the NCDs will develop or at what price will the NCDs
trade in the secondary market or whether such market will be liquid or illiquid. If an active market for the
NCDs fails to develop or be sustained, the liquidity and market prices of the NCDs may be adversely
affected. The market price of the NCDs would depend on various factors, inter alia, including (i) the interest
rate on similar securities available in the market and the general interest rate scenario in the country, (ii) the
market for listed debt securities, (iii) general economic conditions, and, (iv) our financial performance,
growth prospects and results of operations. In addition, the trading of the NCDs may be impacted by
temporary exchange closures, broker defaults, settlement delays, strikes by brokerage firm employees and
disputes, among others. The aforementioned factors may adversely affect the liquidity and market price of
the NCDs, which may trade at a discount to the price at which you purchase the NCDs and/or be relatively
illiquid.
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SECTION I11: INTRODUCTION

GENERAL INFORMATION

Our Company was incorporated as ‘Indiabulls Commercial Credit Limited’, a public limited company under the
provisions of the Companies Act, 1956 on July 07, 2006 pursuant to a certificate of incorporation issued by the
Registrar of Companies, National Capital Territory of Delhi and Haryana (“RoC”) and commenced its business
on February 20, 2008 pursuant to a certificate of commencement of business issued by RoC. Subsequently, the
name of our Company was changed to ‘Indiabulls Infrastructure Credit Limited’ on January 21, 2009 and
thereafter to ‘Indiabulls Commercial Credit Limited” on March 12, 2015. The CIN of our Company is
U65923DL2006PLC150632.

Our Company is registered as a non-banking financial company under section 45-1A of the Reserve Bank of India
Act, 1934. We received a certificate of registration from the RBI to carry on the business of a non-banking
financial institution without accepting public deposits on February 12, 2008 having registration number N-
14.03136. Pursuant to change of name of our Company from Indiabulls Commercial Credit Limited to Indiabulls
Infrastructure Credit Limited on January 21, 2009, the RBI issued fresh certificate of registration on January 30,
2009 to the Company. Further, pursuant to change in name of our Company from Indiabulls Infrastructure Credit
Limited to Indiabulls Commercial Credit Limited on March 12, 2015, the RBI issued fresh certificate of
registration on April 16, 2015 to the Company.

For further details regarding changes to the name and registered office of our Company, please see “History and
other Corporate Matters” on page 171 of this Draft Shelf Prospectus. For further details regarding the business
of our Company, see “Our Business” on page 145 of this Draft Shelf Prospectus.

Registered Office

5th Floor, Building No. 27,

KG Marg, Connaught Place,

New Delhi-110001

Telephone No.: +91 11 4353 2950

Facsimile No.: +91 11 4353 2947

Email: helpdesk@indiabulls.com

Website: www.indiabullscommercialcredit.com
Registration No.: 150632

Corporate Office(s)

One International Centre

Tower 1, 18th Floor, Senapati Bapat Road
Mumbai — 400 013

Mabharashtra, India

Telephone No.: +91 22 6189 1400
Fascimile No.: +91 22 6189 1416

Plot No. 422B, Udyog Vihar,

Phase - IV

Gurugram 122016, Haryana

Telephone No.: 1800 200 7777 (Toll free)
Fascimile No.: +91 124 668 1111

Email: helpdesk@indiabulls.com

Website: www.indiabullscommercialcredit.com

Registration No.: 150632

Corporate Identification Number: U65923DL2006PLC150632
Legal Entity Identifier: 33580063XY5DJRPSF215

PAN No.: AABCI5559G
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Contents of the Memorandum of Association of the Company as regards its objects

For information on the Company’s main objects, please see the section titled “History and Other Corporate
Matters — Main Objects of our Company” on page 171 of this Draft Shelf Prospectus. The Memorandum of
Association of the Company is a material document for inspection in relation to the Issue. For further details, see
the section titled “Material Contracts and Documents for Inspection” on page 377 of this Draft Shelf Prospectus.

Liability of the members of the Company
Limited by shares.
Registrar of Companies, National Capital Territory of Delhi and Haryana

Registrar of Companies
NCT of Delhi & Haryana

4th Floor, IFCI Tower

61, Nehru Place

New Delhi — 110019, India

Telephone No.: +91 11 2623 5703, +91 11 2623 5708
Fax No.: +91 11 2623 5702

Chief Financial Officer
The details of our Chief Financial Officer are set out below:

Mr. Ashish Kumar Jain
Chief Financial Officer

Indiabulls House

Plot No.422B,

Udyog Vihar, Phase - IV
Gurugram - 122 016,

Haryana, India

Telephone No.: 0124 6681199
Facsimile No.: 0124 6681240
Email: asjain@indiabulls.com

Compliance Officer and Company Secretary

The details of the person appointed to act as Company Secretary and Compliance Officer for the purposes of this
Issue are set out below:

Mr. Ajit Kumar Singh
Company Secretary and Compliance Officer

Indiabulls House

Plot No.422B,

Udyog Vihar, Phase - IV
Gurugram - 122 016

Haryana, India

Telephone No.: 0124 6681199
Facsimile No.: 0124 6681240
Email: ajisingh@indiabulls.com
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Lead Managers

@ Edelweiss

Ideas create, values protect

Edelweiss Financial Services Limited

Edelweiss House

Off CST Road, Kalina

Mumbai — 400 098

Maharashtra, India

Telephone No.: +91 22 4086 3535

Facsimile No.: +91 22 4086 3610

Email: iccl.ncd@edelweissfin.com

Investor Grievance Email: customerservice.mb@edelweissfin.com
Website: www.edelweissfin.com

Contact Person: Mr. Lokesh Singhi / Ms. Saili Dave
Compliance Officer: Ms. Bhavana Kapadia

SEBI Registration No.: INM0000010650

CIN: L99999MH1995PLC094641

[ElaraCapital

Elara Capital (India) Private Limited
One International Centre, Tower 3,

21% Floor, Senapati Bapat Marg,
Elphinstone Road West, Mumbai - 400013
Telephone No.: +91 22 6164 8599
Facsimile No.: +91 22 6164 8589

Email: iccl.ncd@elaracapital.com
Investor Grievance Email: mb.investorgrievances@elaracapital.com
Website: www.elaracapital.com

Contact Person: Ms. Astha Daga
Compliance Officer: Mr. Amit Bondre
SEBI Registration No.: INM000011104
CIN: U65993MH2006PTC164708

(M1
\
|
|

[ TRUST

| [ | In Partnership. With Trust
Trust Investment Advisors Private Limited

109/110, Balarama,

Bandra Kurla Complex, Bandra East,
Mumbai — 400 051

Mabharashtra, India

Telephone No.: +91 22 4084 5000
Facsimile No.: +91 22 4084 5066

Email: iccl.ncd@trustgroup.in

Investor Grievance Email: customercare@trustgroup.in
Website: www.trustgroup.in

Contact Person: Ms. Hani Jalan
Compliance Officer: Mr. Brijmohan Bohra
SEBI Registration No.: INM000011120
CIN: U67190MH2006PTC162464
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Consortium Members / Lead Brokers
As to be specified in the relevant Tranche Prospectus.

Debenture Trustee

BEACON

Beacon Trusteeship Limited

4C & D, Siddhivinayak Chambers,

Opp. MIG Cricket Club, Gandhi Nagar,
Bandra (East), Mumbai — 400 051
Maharashtra, India

Tel: +91 22 - 26558759

Email: contact@beacontrustee.co.in
Investor Grievance e-mail: investorgrievances@beacontrustee.co.in
Website: www.beacontrustee.co.in

Contact Person: Mr. Kaustubh Kulkarni
SEBI Registration Number: IND0O00000569
CIN: U74999MH2015PLC271288

Beacon Trusteeship Limited has, pursuant to Regulation 8 of SEBI NCS Regulations, by its letter dated December
14, 2022, given its consent for its appointment as Debenture Trustee to the Issue and for its name to be included
in this Draft Shelf Prospectus and in all the subsequent periodical communications sent to the holders of the NCDs
issued pursuant to this Issue. Please see “Annexure C” of this Draft Shelf Prospectus.

All the rights and remedies of the NCD Holders under this Issue shall vest in and shall be exercised by the
appointed Debenture Trustee for this Issue without having it referred to the NCD Holders. All investors under this
Issue are deemed to have irrevocably given their authority and consent to the Debenture Trustee so appointed by
our Company for this Issue to act as their trustee and for doing such acts, deeds, matters, and things in respect of
or relating to the Debenture Holders as the Debenture Trustee may in his absolute direction deem necessary or
require to be done in the interest of Debenture Holders and signing such documents to carry out their duty in such
capacity. Any payment by our Company to the NCD Holders / Debenture Trustee, as the case may be, shall, from
the time of making such payment, completely and irrevocably discharge our Company pro tanto from any liability
to the NCD Holders. For details on the terms of the Debenture Trust Deed, please see “Issue Related Information”
on page 295 of this Draft Shelf Prospectus.

Registrar to the Issue

A KFINTECH

. EXPERIENCE TRANSFORMATION

KFin Technologies Limited

Selenium, Tower B, Plot No- 31 and 32,

Financial District, Nanakramguda, Serilingampally,
Hyderabad, Rangareddi - 500 032,

Telangana, India.

Telephone No.: +91 +91 40 6716 2222

Facsimile No.: +91 40 23431551

Toll free number: 18003094001

Email: iccl.ncdipo@kfintech.com

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

Contact Person: Mr. M. Murali Krishna

SEBI Registration Number: INR0O00000221
CIN: U72400TG2017PLC117649
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KFin Technologies Limited has by its letter dated October 17, 2022, given its consent for its appointment as the
Registrar to the Issue and for its name to be included in this Draft Shelf Prospectus, Shelf Prospectus, and the
relevant Tranche Prospectus and in all the subsequent periodical communications sent to the holders of the
Debentures issued pursuant to this Issue.

Investors may contact the Registrar to the Issue or the Company Secretary and Compliance Officer in case of any
pre-Issue or post Issue related issues such as non-receipt of Allotment Advice, demat credit, refund orders,
transfers etc.

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

All grievances relating to the ASBA process may be addressed to the Registrar to the Issue with a copy to the
relevant SCSB, giving full details such as name, address of Applicant, Application Form number, number of
NCDs applied for, amount blocked on Application and the Designated Branch or the collection center of the SCSB
where the Application Form was submitted by the ASBA Applicant.

All grievances related to the UPI process may be addressed to the Stock Exchanges, which shall be responsible
for addressing investor grievances arising from the applications submitted online through the application based /
web interface platform of stock exchanges or through their Trading Members. The intermediaries shall be
responsible for addressing any investor grievances arising from the applications uploaded by them in respect of
quantity, price or any other data entry or other errors made by them.

All grievances arising out of Applications for the NCDs made through the online Stock Exchange mechanisms or
through Trading Members may be addressed directly to the respective Stock Exchanges.

Joint Statutory Auditors

Hem Sandeep & Co.
Chartered Accountants

D 118, Saket,

New Delhi — 110017, India

Telephone No.: +91 011 4052 4636

Email: ajay.sardana@hemsandeep.com

ICAI Firm registration number: 009907N

Contact Person: Mr. Ajay Sardana

Date of appointment as Statutory Auditor: November 24, 2021
Term of appointment: 3 years

Peer review no.: 013047

Rao & Emmar
Chartered Accountants

No. 204 and 205, 2nd Floor,

Ramanashree Arcade, MG Road

Bengaluru — 560001, India

Telephone No.: +91 99106 11114

Email: hemant@raoemmar.com

ICAI Firm registration number: 003084S

Contact Person: Mr. Hemant Gupta

Date of appointment as Statutory Auditor: November 24, 2021
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Term of appointment: 3 years
Peer review no.: 014426

Credit Rating Agencies

ratings CRISIL

ARSAP Global Company

CRISIL Ratings Limited (a subsidiary of CRISIL Limited)

CRISIL House, Central Avenue,
Hiranandani Business Park,

Powai, Mumbai- 400 076

Telephone: +91 22 3342 3000

Email: crisilratingdesk@crisil.com
Website: www.crisilratings.com

Contact Person: Mr. Krishnan Sitaraman
SEBI Registration No: IN/CRA/001/1999
CIN: U67100MH2019PLC326247

@ ICRA

ICRA Limited

Electric Mansion, 3" Floor, Appasaheb Marathe Marg
Prabhadevi, Mumbai — 400 025

Telephone: +91 22 6114 3406

Email: shivakumar@icraindia.com

Website: www.icra.in

Contact Person: L Shivakumar

SEBI Registration No: IN/CRA/008/15

CIN: L74999DL1991PLC042749

Credit Rating and Rationale

The NCDs proposed to be issued under this Issue have been rated “CRISIL AA/Stable” (pronounced as CRISIL
double A rating with stable outlook) by CRISIL Ratings vide their letter bearing reference number
RL/INDBIC/302054/RBOND/0922/43363/97906847 dated September 23, 2022 and further revalidated vide letter
bearing reference number RL/INDBIC/302054/RBOND/0922/43363/97906847/1 dated November 7, 2022 and
letter bearing reference number RL/INDBIC/302054/RBOND/0922/43363/97906847/2 dated December 7, 2022
and rationale dated September 22, 2022, and “[ICRA]JAA” (pronounced as ICRA double A rating with a stable
outlook) by ICRA Limited vide their letter bearing reference no. ICRA/Indiabulls Commercial Credit
Limited/31032022/01 dated March 31, 2022 and further revalidated vide letter bearing reference number
ICRA/Indiabulls Commercial Credit Limited/18112022/01 dated November 18, 2022 and letter bearing reference
number ICRA/Indiabulls Commercial Credit Limited/19122022/01 dated December 19, 2022 and rationale dated
April 5, 2022.

Instruments with this rating are considered to have high degree of safety regarding timely servicing of financial
obligations and carry very low credit risk. These ratings are subject to suspension, revision or withdrawal at any
time by the assigning rating agencies and should be evaluated independently of any other ratings. For the rationale
for these ratings, see Annexure A and B of the Draft Shelf Prospectus.

Disclaimer clause of CRISIL Ratings

CRISIL Ratings Limited (CRISIL Ratings) has taken due care and caution in preparing the Material based on the
information provided by its client and / or obtained by CRISIL Ratings from sources which it considers reliable
(Information). A rating by CRISIL Ratings reflects its current opinion on the likelihood of timely payment of the
obligations under the rated instrument and does not constitute an audit of the rated entity by CRISIL Ratings.
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CRISIL Ratings does not guarantee the completeness or accuracy of the information on which the rating is based.
A rating by CRISIL Ratings is not a recommendation to buy, sell, or hold the rated instrument; it does not comment
on the market price or suitability for a particular investor. The Rating is not a recommendation to invest / disinvest
in any entity covered in the Material and no part of the Material should be construed as an expert advice or
investment advice or any form of investment banking within the meaning of any law or regulation. CRISIL
Ratings especially states that it has no liability whatsoever to the subscribers / users / transmitters/ distributors of
the Material. Without limiting the generality of the foregoing, nothing in the Material is to be construed as CRISIL
Ratings providing or intending to provide any services in jurisdictions where CRISIL Ratings does not have the
necessary permission and/or registration to carry out its business activities in this regard. Indiabulls Commercial
Credit Limited will be responsible for ensuring compliances and consequences of non-compliances for use of the
Material or part thereof outside India. Current rating status and CRISIL Ratings’ rating criteria are available
without charge to the public on the website, www.crisil.com. For the latest rating information on any instrument
of any company rated by CRISIL Ratings, please contact Customer Service Helpdesk at 1800-267-1301.

Disclaimer clause of ICRA Limited

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA
ratings are subject to a process of surveillance, which may lead to revision in ratings. An ICRA rating is a
symbolic indicator of ICRA’s current opinion on the relative capability of the issuer concerned to timely service
debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any
ICRA office for the latest information on ICRA ratings outstanding. All information contained herein has been
obtained by ICRA from sources believed by it to be accurate and reliable, including the rated issuer. ICRA
however has not conducted any audit of the rated issuer or of the information provided by it. While reasonable
care has been taken to ensure that the information herein is true, such information is provided ‘as is” without any
warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the
accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group companies may
have provided services other than rating to the issuer rated. All information contained herein must be construed
solely as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of
this publication or its contents.

Disclaimer clause of CRISIL Limited

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this report
(Report) based on the Information obtained by CRISIL from sources which it considers reliable (Data). However,
CRISIL does not guarantee the accuracy, adequacy or completeness of the Data / Report and is not responsible
for any errors or omissions or for the results obtained from the use of Data / Report. This Report is 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. CRISIL especially states that it has no liability whatsoever to the subscribers / users /
transmitters/ distributors of this Report. Without limiting the generality of the foregoing, nothing in the Report is
to be construed as CRISIL providing or intending to provide any services in jurisdictions where CRISIL does not
have the necessary permission and/or registration to carry out its business activities in this regard. Indiabulls
Commercial Credit Limited will be responsible for ensuring compliances and consequences of non-complainces
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.

Legal Advisor to the Issue

SARAF ano
PARTNERS

Saraf and Partners Law Offices

2402, Tower 2, One International Centre,
Senapati Bapat Marg, Prabhadevi West,
Mumbai — 400 013, Maharashtra
Telephone No.: +91 22 4405 0600
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Website: www.sarafpartners.com
Email: projectlabh2@sarafpartners.com

Bankers to the Issue

Public Issue Account Bank

As specificed in the relevant Tranche Prospectus.
Refund Bank

As specificed in the relevant Tranche Prospectus.
Sponsor Bank

As specified in the relevant Tranche Prospectus.
Recovery Expense Fund

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

Designated Intermediaries
Self-Certified Syndicate Banks

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

In relation to Applications submitted to a member of the Consortium, the list of branches of the SCSBs at the
Specified Locations named by the respective SCSBs to receive deposits of Application Forms from the members
of the Syndicate is available on the website of the SEBI (http://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. For more
information on such branches collecting Application Forms from the Member of the Consortium at Specified
Locations, see the website of the SEBI (http://www.sebi.gov.in/ sebiweb/other/OtherAction.do?doRecognised
=yes) or any such other website as may be prescribed by SEBI from time to time.

Syndicate SCSB Branches

In relation to ASBA Applications submitted to the Members of the Syndicates or the Trading Members of the
Stock Exchanges only in the Specified Cities (Mumbai, Chennai, Kolkata, Delhi, Ahmedabad, Rajkot, Jaipur,
Bengaluru, Hyderabad, Pune, VVadodara and Surat), the list of branches of the SCSBs at the Specified Cities named
by the respective SCSBs to receive deposits of ASBA Applications from such Members of the Syndicate or the
Trading Members of the Stock Exchanges is provided on http://www.sebi.gov.in/ or at such other website as may
be prescribed by SEBI from time to time. For more information on such branches collecting ASBA Applications
from Members of the Syndicate or the Trading Members of the Stock Exchanges only in the Specified Cities, see
the above-mentioned web-link.

In relation to bids submitted under the ASBA process to a Member of the Consortium, the list of branches of the
SCSBs at the Specified Cities (Mumbai, Chennai, Kolkata, Delhi, Ahmedabad, Rajkot, Jaipur, Bengaluru,
Hyderabad, Pune, Vadodara and Surat), the list of branches of the SCSBs at the Specified Cities named by the
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respective SCSBs to receive deposits of the ASBA Forms and Application Forms where investors have opted for
payment via the UPI Mechanism, from the Members of the Consortium is available on the website of SEBI
http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and updated from time to time. For
more information on such branches collecting Bid cum Application Forms from the Consortium at Specified
Locations, see the website of SEBI at http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes.

Broker Centres / Designated CDP Locations / Designated RTA Locations

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

Impersonation

As a matter of abundant caution, attention of the Investors is specifically drawn to the provisions of sub-section
(1) of Section 38 of the Companies Act, 2013 which is reproduced below:

“Any person who:

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

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

c) otherwise induces directly or indirectly a company to allot, or register any transfer of, securities to him, or
to any other person in a fictitious name, shall be liable for action under Section 447.”

Underwriting

The Issue is not underwritten.
Arrangers to the Issue

There are no arrangers to the Issue.
Guarantor to the Issue

There are no guarantors to the Issue.
Minimum Subscription

In terms of the SEBI NCS Regulations, for an issuer undertaking a public issue of debt securities the minimum
subscription for public issue of debt securities shall be 75% of the Base Issue Size. If our Company does not
receive the minimum subscription of 75% of the Base Issue Size, prior to the Issue Closing Date, the entire
subscription amount shall be unblocked in the Applicants ASBA Account within eight Working Days from the
date of closure of the Issue or such time as may be specified by SEBI. The refunded subscription amount shall be
credited only to the account from which the relevant subscription amount was remitted In the event, there is a
delay by the our Company in unblocking the aforesaid ASBA Account within the prescribed time limit, our
Company will pay interest at the rate of 15% per annum for the delayed period.

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

Utilisation of Issue proceeds

For details on utilisation of Issue proceeds, please see “Objects of the Issue” on page 71 of this Draft Shelf
Prospectus.

Issue Schedule

ISSUE PROGRAMME*

ISSUE OPENS ON As specified in the relevant Tranche Prospectus

ISSUE CLOSES ON As specified in the relevant Tranche Prospectus

PAY IN DATE Application Date. The entire Application Amount is payable on Application

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

* The Issue shall remain open for subscription on Working Days from 10 a.m. to 5 p.m. during the period indicated
above, except that the Issue may close on such earlier date or extended date as may be decided by the Board of
Directors of our Company or the Bond Issue Committee. In the event of an early closure or extension of the Issue,
our Company shall ensure that notice of the same is provided to the prospective investors through an
advertisement in all the newspapers in which pre-issue advertisement of the Issue have been given on or before
such earlier or initial date of Issue closure. On the Issue Closing Date, the Application Forms will be accepted
only between 10 a.m. and 3 p.m. (Indian Standard Time) and uploaded until 5 p.m. or such extended time as may
be permitted by the Stock Exchanges. Further, pending mandate requests for bids placed on the last day of bidding
will be validated by 5 p.m. (Indian Standard Time) on one Working Day after the Issue Closing Date. For further
details please refer to the chapter titled “Issue Related Information” on page 295 of this Draft Shelf Prospectus.

Applications Forms for the Issue will be accepted only between 10.00 a.m. and 5.00 p.m. (Indian Standard Time)
or such extended time as may be permitted by the Stock Exchanges, during the Issue Period as mentioned above
on all days between Monday and Friday (both inclusive barring public holiday), (i) by the Consortium or the
Trading Members of the Stock Exchanges, as the case maybe, at the centres mentioned in Application Form
through the ASBA mode, (a) directly by the Designated Branches of the SCSBs or (b) by the centres of the
Consortium, sub-brokers or the Trading Members of the Stock Exchanges, as the case maybe, only at the selected
cities. On the Issue Closing Date Application Forms will be accepted only between 10 a.m. and 3.00 p.m. (Indian
Standard Time) and uploaded until 5.00 p.m. or such extended time as may be permitted by the Stock Exchanges.
Further, pending mandate requests for bids placed on the last day of bidding will be validated by 5 p.m. on one
Working Day after the Issue Closing Date For further details please refer to the chapter titled “Issue Related
Information” on page 295 of this Draft Shelf Prospectus.

Due to limitation of time available for uploading the Applications on the Issue Closing Date, Applicants are
advised to submit their Application Forms one day prior to the Issue Closing Date and, no later than 3.00 p.m.
(Indian Standard Time) on the Issue Closing Date. Applicants are cautioned that in the event a large number of
Applications are received on the Issue Closing Date, there may be some Applications which are not uploaded due
to lack of sufficient time to upload. Such Applications that cannot be uploaded will not be considered for allocation
under the Issue. Application Forms will only be accepted on Working Days during the Issue Period. Neither our
Company, nor the Lead Managers or Trading Members of the Stock Exchanges are liable for any failure in
uploading the Applications due to failure in any software/ hardware systems or otherwise. Please note that, within
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each category of investors the Basis of Allotment under the Issue will be on a date priority basis except on the day
of oversubscription and thereafter, if any, where the Allotment will be proportionate.

Such Applications that cannot be uploaded will not be considered for allocation under the Issue. Applications will
be accepted only on Working Days, i.e., Monday to Friday (excluding any public holiday). Neither our Company,
nor the Lead Managers, nor any Member of the Syndicate, Registered Brokers at the Broker Centres, CDPs at the
Designated CDP Locations or the RTAs at the Designated RTA Locations or designated branches of SCSBs are
liable for any failure in uploading the Applications due to faults in any software/hardware system or otherwise.
Please note that, within each category of investors, the Basis of Allotment under the Issue will be on date priority
basis except on the day of oversubscription and thereafter, if any, where the Allotment will be proportionate.

Inter-se Allocation of Responsibilities among the Lead Managers:

The following table sets forth the inter-se allocation of responsibilities and coordination for various activities

among the Lead Managers:

,\i‘) Activities Responsibility Coordinator
1. | Due diligence of lIssuer's operations/ management/ Edelweiss, Trust, Edelweiss
business plans/ legal etc. Elara
Drafting and design of the Issue Documents. (The
Merchant Bankers shall ensure compliance with stipulated
requirements and completion of prescribed formalities
with the Stock Exchange, RoC and SEBI including
finalization of Issue Documents and RoC filing).
2. | Co-ordination with Auditors. Co-ordination with Edelweiss, Trust, Edelweiss
lawyers for legal opinion. Elara
3. | Structuring of various issuance options with relative Edelweiss, Trust, Edelweiss
components and formalities etc. Elara
4. | Preparation and Finalisation of Application form Edelweiss, Trust, Trust
Elara
5. | Drafting and design of the statutory advertisement Edelweiss, Trust, Edelweiss
Elara
6. | Drafting and approval of all publicity material other than Edelweiss, Trust, Elara
statutory advertisement as mentioned in (5) above Elara
including corporate advertisement, brochure, etc.
7. | Appointment of other intermediaries viz., Registrar(s), Edelweiss, Trust, Edelweiss
Printers, Debenture Trustee, Consortium Members, Elara
Advertising Agency and Bankers to the Issue
8. | Preparation of road show presentation, FAQs Edelweiss, Trust, Elara
Elara
9. | Individual / HUF marketing strategy which will cover, Edelweiss, Trust, Trust
inter alia: Elara
8 Finalize collection centers
8 Follow-up on distribution of publicity and Issue
material including form, Prospectus and deciding on the
guantum of the Issue material
10. | Institutional and Non-institutional marketing strategy Edelweiss, Trust, Elara
which will cover, inter alia: Elara
e Finalize media, marketing and public relation
strategy and publicity budget
o Finalize the list and division of investors for one on
one meetings
o Finalize centers for holding conferences for brokers,
etc.
11.| Coordination with the stock exchange for the bidding Edelweiss, Trust, Trust
software Elara
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No. Activities Responsibility Coordinator
12.| Coordination for security creation by way of execution Edelweiss, Trust, Edelweiss
of Debenture Trust Deed/ Deed of Hypothecation Elara
13. | Post-issue activities including - Edelweiss, Trust, Edelweiss
e Co-ordination with Bankers to the Issue for Elara
management of Escrow account(s) and timely
submission of application forms to RTA and daily
collection figures under different categories.
¢ Co-ordination with the Registrars and the Bankers to
the Issue for timely submission of certificate,
finalization of basis of allotment and allotment of
bonds.
14.| Co-ordination with the Registrar for dispatch of Edelweiss, Trust, Edelweiss
allotment and refund advices, dispatch of debenture Elara
certificates and credit of bonds.
15. | Finalization of draft of other stationery items like refund Edelweiss, Trust, Edelweiss
order, allotment & refund advice, bond certificate, LOA Elara
etc
16. | Coordination with Registrar & Stock Exchanges for Edelweiss, Trust, Edelweiss
completion of listing and trading. Elara
17. | Redressal of investor grievances in relation to post issue Edelweiss, Trust, Edelweiss
activities Elara
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CAPITAL STRUCTURE
1. Details of Share Capital and Securities Premium Account

The following table lays down the details of our authorised, issued, subscribed and paid-up share capital and
securities premium account as at September 30, 2022:

(in ¥, except share data)

PARTICULARS Aggregate value_ at face va_llue
(except for securities premium)

A. AUTHORISED SHARE CAPITAL

250,000,000 Equity Shares of 10 each 2,500,000,000

22,500,000 Preference Shares of %10 each 225,000,000

Total Authorised Share Capital 2,725,000,000
B. ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

247,799,324 Equity Shares of 10 each 2,477,993,240

Total Issued Subscribed and Paid-Up Capital 2,477,993,240

C. SECURITIES PREMIUM ACCOUNT
Securities Premium Account as at September 30, 2022 32,494,129,147
Note: There will be no change in the capital structure and securities premium account due to the issue and
allotment of the NCDs. None of the Equity Shares of our Company are either pledged or encumbered. The Issue
will not result in any change of the paid-up share capital and securities premium account of our Company.

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

Nil
3. Equity Share Capital History of our Company for the last three years as on September 30, 2022
a) Details of change in Equity Share Capital
Nil
b) Details of change in Preference Share Capital
Nil

4. Shareholding pattern of our Company as on September 30, 2022

As a % of
S. . total
No. Name Total No of Equity Shares number of
shares
1 Indiabulls Housing Finance Limited 247,799,300 Equity Shares of 210 100.00%
Each
2 Mr. Anil Malhan 1* Equity Shares of 10 Each 0.00%
3 | Mrs. Niharika Bhardwaj 4* Equity Shares of 310 Each 0.00%
4 Mr. Somil Rastogi 4* Equity Shares of 310 Each 0.00%
5 Mr. Satish Chand 4* Equity Shares of ¥10 Each 0.00%
6 | Mr. Naveen Uppal 4* Equity Shares of 310 Each 0.00%
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As a % of
NS('). Name Total No of Equity Shares nur:;)tgilr of
shares
7 Mr. Prince Sethi 4* Equity Shares of 310 Each 0.00%
8 Mr. Gagan Banga 3* Equity Shares of 310 Each 0.00%
Total 247,799,324 Equity Shares of 100.00%
%10 Each

*Held as Nominee of Indiabulls Housing Finance Limited

5. Shareholding of the Promoter and Promoter Group in our Company as September 30, 2022:

S. | Name of the Promoter Total No. of No. of Equity No. of Equity | % of holding
No. Equity Shares Shares in demat Shares in
form physical
form
1 Indiabulls Housing 247,799,324" 247,799,300 24 100%
" | Finance Limited

*Includes one Equity Share held by Mr. Anil Malhan, four Equity Shares held by Mrs. Niharika Bhardwaj, four Equity Shares
by Mr. Somil Rastogi, four Equity Shares by Mr. Satish Chand, four Equity Shares by Mr. Naveen Uppal, four Equity Shares
by Mr. Prince Sethi, and three Equity Shares by Mr. Gagan Banga, respectively, as a nominee of Indiabulls Housing Finance

Limited.

6. Details of the Directors’ shareholding in our Company, as on September 30, 2022

As on September 30, 2022, none of the Directors hold any Equity Shares, qualification shares or any outstanding
options in our Company:

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

None of the members of the promoter group or directors of the Company which is a Promoter of the Company
or the directors of the Company and their relatives or Promoter of the Company have purchased or sold any
securities of the Company within six months immediately preceding the date of filing this Draft Shelf
Prospectus.

8. Details of top 10 equity shareholders of our Company as on September 30, 2022:

Total
shareholding
asa Number of Equity
= el ef s No. of Equity Shares percentage of Shares in demat
No. shareholders
total number form
of equity
shares
1. | Indiabulls Housing .
Finance Limited 247,799,300 Equity Shares of |, 05 247,799,300
%10 Each
2. | Mr. Anil Malhan 1* Equity Shares of 210 Each | 0.00% :
3. | Mrs. Niharika Bhardwaj | . £o ity Shares of 310 Each | 0.00% :
4. | Mr. Somil Rastogi 4* Equity Shares of ¥10 Each 0.00% -
5. | Mr. Satish Chand 4* Equity Shares of ¥10 Each 0.00% -




Total
shareholding

s Name of the asa Number of Equity
No. shareholders No. of Equity Shares percentage of Shares in demat
total number form
of equity
shares

6. | Mr. Naveen Uppal 4* Equity Shares of ¥10 Each 0.00% -

7. | Mr. Prince Sethi 4* Equity Shares of *10 Each 0.00% -

8. | Mr. Gagan Banga 3* Equity Shares of 10 Each 0.00% -
247,799,324 Equity Shares 100.00% 247,799,300 Equity
Total of 10 Each ' Shares of 10 Each

*Held as nominee of Indiabulls Housing Finance Limited

9. Top 10 debenture holders (secured and unsecured) of our Company as on September 30, 2022:
For details of top 10 debenture holders of our Company, please see “Financial Indebtedness” on page 228 of this
Draft Shelf Prospectus.
10. Total debt to equity ratio:
The statement of capitalisation (debt to equity ratio) of our Company as at September 30, 2022:
(¥in crores unless otherwise stated)
Particulars Prior to the Issue (as on Post Issue*
September 30, 2022)
Debt
Debt securities 2,661.56 3,661.56
Borrowings (other than debt securities) 4,523.22 4,523.22
Subordinated liabilities 350.20 350.20
Total Debt (A) 7,534.98 8,534.98
Equity
Equity Share Capital 247.80 247.80
Other equity 5,024.73 5,024.73
Total Equity (B) 5,272.53 5,272.53
Total debt/ total equity (A/B) (In times) 1.43 1.62
Note: Considering cash and cash equivalents, the net debt to equity ratio as at September 30, 2022 stands at 1.29.
*The debt - equity ratio post Issue is indicative on account of the assumed inflow of ¥1,000 crores from the
proposed Issue. The actual debt-equity ratio post the Issue would depend on the actual position of debt and equity
on the Deemed Date Allotment.
11. None of the Equity Shares have been pledged or otherwise encumbered by our Promoter and Promoter Group.
12. There has been no change in the Promoter holding of our Company during the last financial year beyond 26%
(as prescribed by RBI).
13. Details of any acquisition or amalgamation in the last one year
Nil
14. Debt securities issued at a premium or a discount

Except as set out in “Financial Indebtedness” on page 228 of this Draft Shelf Prospectus, our Company has not
issued debt securities at a premium or discount.
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15.

16.

17.

Our Company has not undergone any reorganisation or reconstruction in the last one year prior to filing of this
Draft Shelf Prospectus.

For details of the outstanding borrowing of our Company, please see “Financial Indebtedness” on page 228 of
this Draft Shelf Prospectus.

As on the date of this Draft Shelf Prospectus, our Company does not have any employee stock option plan.
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OBJECTS OF THE ISSUE

Issue Proceeds

Our Company has filed this Draft Shelf Prospectus for a public issue of secured, redeemable non-convertible
debentures for an amount aggregating up to 1,000 crores (the “Shelf Limit”). The NCDs will be issued in one
or more tranches up to the Shelf Limit, on the terms and conditions as set out in the relevant Tranche Prospectus
for any Tranche Issue, which should read together with this Draft Shelf Prospectus and the Shelf Prospectus.

Our Company proposes to utilise the funds which are being raised through the Issue, after deducting the Issue
related expenses to the extent payable by our Company (“Net Proceeds”), towards funding the following objects
(collectively referred to herein as the “Objects”):

1. For the purpose of onward lending, financing, and for repayment of interest and principal of existing
borrowings of the Company; and
2. General corporate purposes.

The main objects clause of the Memorandum of Association of our Company permits our Company to undertake
the activities for which the funds are being raised through the present Issue and also the activities which our
Company has been carrying on till date.

The details of the proceeds of the Issue are set forth in the following table:
(fin crores)

Sr. Description Amount
No.
1. Gross Proceeds of the Issue As per relevant Tranche Prospectus(es)
2. Issue Related Expenses* As per relevant Tranche Prospectus(es)
3. Net Proceeds (i.e., Gross Proceeds less Issue related | As per relevant Tranche Prospectus(es)
expenses)

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

Requirement of funds and Utilisation of Net Proceeds

The following table details the objects of the Issue and the amount proposed to be financed from the Net Proceeds:

Sr. Objects of the Issue Percentage of amount proposed to
No. be financed from Net Proceeds
1. For the purpose of onward lending, financing, and for At least 75%

repayment of interest and principal of existing borrowings of
the Company™*

2. General corporate purposes** Up to 25%

Total 100%

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

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

Issue Related Expenses

The expenses of this Issue include, among others, fees for the Lead Managers and selling commission to the Lead
Managers/Members of the Consortium/Lead Brokers, printing and distribution expenses, legal fees, advertisement
expenses, fees payable to RTA, Debenture Trustee, SCSBs’ commission / fees, listing fees, commission and fees
payable to the intermediaries as provided for in the SEBI Operational Circular, and any other expense directly
related to Issue. The estimated Issue expenses for each Tranche Prospectus shall be specified in relevant Tranche
Prospectus.
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The expenses are indicative and are subject to change depending on the actual level of subscription to the Issue
and the number of Allottees, market conditions and other relevant factors.

Purpose for which there is a Requirement of Funds
As stated in “Issue Proceeds” above.

Funding plan

NA

Summary of the project appraisal report

NA

Schedule of implementation of the project

NA

Interim Use of Proceeds

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

Monitoring of Utilisation of Funds

There is no requirement for appointment of a monitoring agency in terms of the SEBI NCS Regulations. The
Board and Audit Committee shall monitor the utilisation of the proceeds of the Issue. For the relevant Financial
Years commencing from Financial Year 2022-2023, our Company will disclose in our financial statements, the
utilisation of the net proceeds of the Issue under a separate head along with details, if any, in relation to all such
proceeds of the Issue that have not been utilised thereby also indicating investments, if any, of such unutilised
proceeds of the Issue. Our Company shall utilise the proceeds of the Issue only upon the execution of the
documents for creation of security and receipt of final listing and trading approval from the Stock Exchanges.
Further, in accordance with the SEBI Listing Regulations, our Company shall within forty-five days from the end
of every quarter submit to the Stock Exchange(s), a statement indicating the utilization of issue proceeds of the
NCDs, which shall be continued to be given till such time the issue proceeds have been fully utilised or the purpose
for which these proceeds were raised has been achieved. In case of any material deviation in the use of proceeds
as compared to the objects of the issue, the same shall be indicated in the format as specified by SEBI from time
to time. Our Company shall utilise the proceeds of the Issue only upon execution of the documents for creation
of Security and the Debenture Trust Deed and receipt of listing and trading approval from the Stock Exchange as
stated in this Draft Shelf Prospectus in the section titled “Terms of the Issue” on page 301 of this Draft Shelf
Prospectus.

Other Confirmation

The main objects clause of the Memorandum of Association of our Company permits our Company to undertake
its existing activities as well as the activities for which the funds are being raised through this Issue. In accordance
with the SEBI NCS Regulations, our Company will not utilize the proceeds of the Issue for providing loans to or
for acquisitions of shares of any person who is a part of the same group as our Company or who is under the same
management of our Company

No part of the proceeds from this Issue will be paid by us as consideration to our Promoter, our Directors, Key
Managerial Personnel, or companies promoted by our Promoter.
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Our Company confirms that it will not use the proceeds, or any part of the proceeds, of the Issue, directly or
indirectly for the purchase of any business or in the purchase of any interest in any business whereby our Company
shall become entitled to an interest in either the capital or profits and losses or both, in such business exceeding
50% thereof, directly or indirectly in the purchase or acquisition of any immovable property or acquisition of
securities of any other body corporate.

The Issue proceeds shall not be utilised towards full or part consideration for the purchase or any other acquisition,
inter alia by way of a lease, of any immovable property. The Issue proceeds shall not be used for buying, trading
or otherwise dealing in equity shares of any listed company.

The Issue proceeds from NCDs allotted to banks will not be utilized for any purpose which may be in
contravention of the RBI guidelines on bank financing to NBFCs including those relating to classification as
capital market exposure or any other sectors that are prohibited under the RBI Regulations.

Variation in terms of contract or objects

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

Utilisation of Issue Proceeds

1. All monies received pursuant to the issue of NCDs to public shall be transferred to a separate bank account
as referred to in sub-section (3) of section 40 of the Companies Act, 2013 and the SEBI NCS Regulations,
and our Company will comply with the conditions as stated therein, and these monies will be transferred to
Company’s bank account after receipt of listing and trading approvals;

2. The allotment letter shall be issued, or application money shall be refunded in accordance with the Applicable
Law failing which interest shall be due to be paid to the applicants at the rate of 15% per annum for the
delayed period,;

3. Details of all utilised and unutilised monies out of the monies collected out of each Tranche Issue and previous
issues made by way of public offers, if any, shall be disclosed under an appropriate separate head in our
balance sheet till the time any part of the proceeds of such issue remain unutilised, indicating the purpose for
which such monies have been utilised and the securities or other forms of financial assets in which such
unutilized monies have been invested;

4. The Issue proceeds shall not be utilised towards full or part consideration for the purchase or any other
acquisition, inter alia, by way of a lease, of any immovable property;

5. We shall utilise the Issue proceeds only after (i) receipt of minimum subscription, i.e., 75% of the Base Issue
Size pertaining to each Tranche Issue; (ii) completion of Allotment and refund process in compliance with
Section 40 of the Companies Act, 2013; (iii) creation of security; (iv) obtaining requisite permissions or
consents for creation of pari passu charge over assets sought to be provided as Security; (v) obtaining listing
and trading approval as stated in this Draft Shelf Prospectus in the section titled “Issue Structure” on page
295 of this Draft Shelf Prospectus;

6. The Issue proceeds shall be utilised in compliance with various guidelines, regulations and clarifications
issued by RBI, SEBI or any other statutory authority from time to time. Further the Issue proceeds shall be
utilised only for the purpose and objects stated in the Offer Documents; and

7. If Allotment is not made, application monies will be refunded/unblocked in the ASBA Accounts within 6

Working days from the Issue Closing Date or such lesser time as specified by SEBI, failing which interest
will be due to be paid to the Applicants in accordance with applicable laws.
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Benefit or Interest accruing to Promoters or Directors out of the objects of the Issue

There is no benefit or interest accruing to the Promoter or Directors from the Objects of the Issue.
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STATEMENT OF TAX BENEFITS

Date: December 08, 2022 Ref. No.: ASA/2022-23/048

To,

The Board of Directors

Indiabulls Commercial Credit Limited
5th Floor, Building No. 27, KG Marg
New Delhi -110001

Dear Sirs,

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

1.

i)
i)
i)

We confirm that the enclosed Annexure prepared by Indiabulls Commercial Credit Limited (“the
Company”) provides the possible tax benefits available to the debenture holders of the Company under
the Income-tax Act, 1961 (“the Act”) as amended by the Finance Act, 2022, i.e. applicable for the
Financial Year 2022-23 relevant to the assessment year 2023-24, presently in force in India, for the
purpose of inclusion in the Draft Shelf Prospectus, Shelf Prospectus and relevant Tranche Prospectus(es)
in connection with the “Issue” of the Company, has been prepared by the Management of the Company,
which we have initialed for identification purposes. Several of these benefits are dependent on the
Company or its debenture holders fulfilling the conditions prescribed under the relevant provisions of
the Act. Hence, the ability of the Company and / or its debenture holders to derive the tax benefits is
dependent upon their fulfilling such conditions which, based on business imperatives the Company faces
in the future, the Company or its debenture holders may or may not choose to fulfill.

The benefits discussed in the enclosed statement are not exhaustive and the preparation of the contents
stated is the responsibility of the Company’s management. We are informed that this Statement is
intended only 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 Issue.

We are informed that the debentures of the Company will be listed on recognized stock exchanges in
India. The Annexure has been prepared on that basis.

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

the Company or its debenture holders will continue to obtain these benefits in future;
the conditions prescribed for availing the benefits have been / would be met with; and
the revenue authorities/courts will concur with the views expressed herein.

The contents of the enclosed statement are based on information, explanations and representations
obtained from the Company and on the basis of their understanding of the business activities and
operations of the Company.

This report has been issued at the request of the Company for the purpose of inclusion in the Draft Shelf
Prospectus, Shelf Prospectus and relevant Tranche Prospectus(es) in connection with its proposed Issue
and should not be used by anyone else or for any other purpose.

For Ajay Sardana Associates
Chartered Accountants
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Annexure A

STATEMENT OF POSSIBLE TAX BENEFITS UNDER THE INCOME TAX ACT, 1961 (“IT ACT”)
AVAILABLE TO THE DEBENTURE HOLDERS UNDER THE APPLICABLE INCOME-TAX LAWS
IN INDIA

The information provided below sets out the possible tax benefits available to the Debenture Holders of the
Company under the Act presently in force in India. The Annexure is based on the provisions of the IT Act, as on
date, taking into account the amendments made by the Finance Act, 2022 (FA 2022) read along with the Taxation
and Other Laws (Relaxation and Amendment of Certain Provisions) Act, 2020 (Relaxation Act).

This Annexure intends to provide general information on the applicable provisions of the IT Act. It is not
exhaustive or comprehensive and is not intended to be a substitute for professional advice. Several of these
benefits are dependent on the Company or its Debenture Holders fulfilling the conditions prescribed under the
relevant provisions of the Income-tax Act, 1961. In view of the individual nature of the tax consequences and the
changing tax laws, each investor is advised to consult his or her own tax consultant with respect to the specific
tax implications arising out of their participation in the Issue, particularly in view of the fact that certain recently
enacted legislation may not have a direct legal precedent or may have a different interpretation on the benefits,
which an investor can avail. Neither are we suggesting nor advising the investor to invest money based on this
Statement.

You should consult your own tax advisors concerning the Indian tax implications and consequences of purchasing,
owning and disposing of the Debentures in your particular situation.

Taxability under the IT Act

1. Taxability under various heads of Income

The returns received by the investors from NCDS in the form of interest and the gains on the sale/ transfer of the
NCD, may be characterized under the following broad heads of income for the purposes of taxation under the IT
Act:

* Profits and gains from business;

* Income from capital gains; and

* Income from other sources.

The returns from the investment in the form of interest would generally be subject to tax under the head “income
from other sources”. Under certain circumstances, depending upon the facts and circumstances of the taxpayer,

the interest income may be subject to tax under the head “Profits and gains from business”.

The gains from the sale of the instrument or security may be characterized either as “Profits and gains from
business” or as “Capital Gains”.

This is discussed in the following paragraph.

“Profit and gains from business” versus “Capital gains”

1. Taxability under various heads of Income (continued)

Gains from the transfer of securities/instruments of the investee companies may be characterized as “Capital
Gains” or as “Profits and gains from business” in the hands of an investor, depending upon whether the
investments in the NCD are held as ‘investments’ or as ‘stock in trade’. This can vary based on the facts of each

investor’s case (taking into account factors such as the magnitude of purchases and sales, ratio between purchases
and sales, the period of holding, whether the intention to earn a profit from sale or to earn interest etc.).
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The investors may obtain specific advice from their tax advisors regarding the tax treatment of their investments.
2. Taxation of interest, profits from business and capital gains
Taxation of Interest

Income by way of interest received on debentures, bonds, and other debt instruments held as investments will be
charged to tax as under the head “Income from Other Sources” at the rates applicable to the investor after
deduction of expenses, if any, allowable under section 57 of the IT Act. These are essentially expenses (not being
in the nature of capital expenditure) laid out or expended wholly and exclusively for the purpose of earning the
interest income.

In case of debentures, bonds or other debt instruments held as stock in trade and sold before their maturity, the
interest accrued thereon till the date of sale and included in the sale price, may also be charged to tax as “business
income” (treatment separately discussed below).

Further, in case of certain specific fixed income securities and certain debt instruments, purchased and held as
investments and transferred prior to maturity, the gain from the transfer may also possibly be characterized as
“capital gains” (treatment separately discussed below).

The investors may obtain specific advice from their tax advisors regarding the tax treatment of their investments.
Taxation of Profits and gains from business

As discussed above, depending on the particular facts of each case, the investments may, in certain cases, be
regarded to be in the nature of stock in trade and, hence, the gains from the transfer/ sale of such investments
would be considered to be in the nature of “Profits and gains from business”.

In such a scenario, the gains from the business of investing in the NCD may be chargeable to tax on a ‘net’ basis
(that is, net of allowable deductions for expenses/allowances under Chapter IV —Part D of the IT Act).The “Profits
and gains from business” so computed, as reduced on account of set-off of losses in accordance with Chapter VI
of the IT Act and unabsorbed allowances, if any, would go to form part of the gross total income of the investor.

The gross total income would be reduced by deductions, if any, available under Chapter VVI-A of the IT Act and
the resultant total income would be subject to tax at the tax rates as applicable to the investor (Refer Note 1 and
Note 2).

Based on section 145 of the IT Act, the timing of charging any income to tax would depend on the method of
accounting followed by the taxpayer consistently (i.e., cash or mercantile).

2. Taxation of interest, profits from business and capital gains (continued)

Investors should obtain specific advice from their tax advisors regarding the manner of computing business
income, the deductions available therefrom and the tax to be paid thereon.

Taxation of Capital Gains

As discussed above, based on the particular facts of each case, the investments may, in certain cases, be regarded
to be in the nature of capital assets and hence the gains from the transfer/ sale of such investments would be
considered to be in the nature of “capital gains”.

As per section 2(14) of the IT Act, the term ‘capital asset’ had been defined to inter alia mean any securities held
by a foreign institutional investor which has invested in such securities in accordance with the regulations made
under Securities and Exchange Board of India Act, 1992.

Period of holding —long-term &short-term capital assets.

A security (other than a unit) listed on a recognized stock exchange in India or zero-coupon bond (as defined)
held for a period of more than 12 months is considered long-term capital asset.
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In case of share of an unlisted company and immoveable property, it will be considered as a long-term capital
asset where it is held for a period of more than 24 months. Any assets (other than as described above), are
considered long-term capital assets where they are held for a period of more than 36 months.

The above assets, where held for a period of not more than 12 months/ 24 months/ 36 months, as the case may be,
will be treated as short-term capital assets.

The gains arising from the transfer of long-term capital assets are termed as long-term capital gains.

The gains arising from the transfer of short-term capital assets are termed as short-term capital gains.
Computation of capital gains

Capital gains are computed after reducing from the consideration received from the transfer of the capital asset,
the cost of acquisition of such asset and the expenses incurred wholly and exclusively in connection with the
transfer.

Nature of transactions and resultant capital gain treatment

The capital gains tax treatment of transactions is given in Note 4.

The following transactions would attract the “regular” capital gains tax provisions:

e Transactions of sale of debentures, bonds, listed or otherwise; and
e Transactions in structured debentures.
Set off of capital losses.

Long-term capital loss of a year can be set off only against long-term capital gains arising in that year and cannot
be set off against short-term capital gains arising in that year. On the other hand, short-term capital loss in a year
can be set off against both short-term and long-term capital gains of the same year.

2. Taxation of interest, profits from business and capital gains (continued)

Unabsorbed short-term and long-term capital loss of prior years can be separately carried forward for not more
than eight assessment years immediately succeeding the assessment year for which the first loss was computed.
Unabsorbed short-term capital loss shall be eligible for set off against short-term capital gains as well as long-
term capital gains. However, unabsorbed long-term capital loss shall be eligible to be set off only against long-
term capital gains.

Certain deductions available under Chapter VI-A of the IT Act

Individuals and Hindu Undivided Families would be allowed a deduction in computing total income, inter alia,
under section 80C of the IT Act for an amount not exceeding INR 150,000 with respect to sums paid or deposited
in the previous year in certain specified schemes.

However, where the individual or HUF exercises the option to be assessed to tax as per provisions of section
115BAC of the IT Act introduced by the Finance Act, 2020 (“FA 2020”), such individual or HUF shall not be
entitled to deduction specified, inter alia, under section 80C of the IT Act.

Further, the option to be assessed to tax in accordance with the provisions of section 115BAC of the IT Act once
exercised by an individual or HUF carrying on business or profession for any previous year can be withdrawn
only once for a previous year other than the year in which it was exercised and thereafter, such individual or HUF
shall never be eligible to exercise the option to be assessed in accordance with the provisions of section 115BAC
of the Act except where such individual or HUF ceases to have any income from business or profession, in which
case, the option to be assessed to tax as per the provisions of section 115BAC of the IT Act shall be available.
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Alternate Minimum Tax (“AMT”)

The IT Act provides for the levy of AMT to tax investors (other than companies) at the rate of 18.5 per cent (plus
applicable surcharge and health and education cess) on the adjusted total income. In a situation where the income-
tax computed as per the normal provisions of the IT Act is less than the AMT on “adjusted total income”, the
investor shall be liable to pay tax as per AMT. “Adjusted total income” for this purpose is the total income before
giving effect to the deductions claimed under section C of chapter VI-A (other than section 80P) and deduction
claimed, if any, under section 10AA and deduction claimed, if any, under section 35AD as reduced by the
amount of depreciation allowable in accordance with the provisions of section 32 as if no deduction
under section 35AD was allowed in respect of the assets on which the deduction under that section is claimed.
AMT will not apply to an Individual, HUF, AOP, BOI or an Artificial Juridical Person if the adjusted total income
of such person does not exceed INR 20 lakhs. As per sub-section (5) to section 115JC of the IT Act, inserted by
FA 2020 , the provisions of AMT shall not be applicable in case of, inter alia, an individual or HUF who has
exercised the option to be taxed as per the provisions of section 115BAC of the IT Act. Further, the credit of AMT
can be further carried forward to fifteen subsequent years and set off in the year(s) where regular income tax
exceeds the AMT. Vide Finance Act, 2022, the rate of AMT, from AY 2023-24, in case of Co-operative society
has been reduced to 15% from the existing rate of 18.5%. Further, in case of unit located in an International
Financial Services Centre and who derives its income solely in convertible foreign exchange, the rate of AMT
has been reduced to 9%.

The provisions of AMT also provide that the Foreign Tax Credit (FTC) claimed against AMT liability which
exceeds the FTC that would have been allowable while computing income under normal provisions, would be
ignored while computing tax credit under AMT.

2. Taxation of interest, profits from business and capital gains (continued)
Minimum Alternative Tax (“MAT”)

The IT Act provides that where the tax liability of a company (under the regular provisions of the IT Act) is less
than 15 per cent of its 'book profit', then the book profit is deemed to be its total income and tax at the rate of 15
per cent (plus applicable surcharge and health and education cess —Refer Note 2) is the MAT payable by the
company.

Tax credit is allowed to be carried forward for fifteen years immediately succeeding the assessment year in which
tax credit becomes allowable. The tax credit can be set-off in a year when the tax is payable on the total income
is in accordance with the regular provisions of the IT Act and not under MAT.

The CBDT vide its Circular no. 29 of 2019 dated 2 October 2019 has clarified that MAT credit is not available to
a domestic company exercising option under section 115BAA of the IT Act. The circular further clarifies that
there is no time limit within which the option under section 115BAA of the IT Act can be exercised and
accordingly, a domestic company having accumulated MAT credit may, if it so desires, exercise the option of
section 115BAA of the IT Act at a future date, after utilizing the MAT credit against tax payable as per the regime
existing prior to the Taxation Laws (Amendment) Act, 2019.

As per the provisions of section 115JB of the IT Act, the amount of income accruing or arising to a foreign
company from capital gains arising on transactions in securities or interest, royalty, or fees for technical services
chargeable to tax at the rates specified in Chapter XII of the IT Act, shall be excluded from the purview of MAT,
if such income is credited to the Profit and Loss Account and the tax payable on such income under the normal
provisions is less than the MAT rate of 15 per cent. Consequently, corresponding expenses shall also be excluded
while computing MAT.

Further, Explanation 4 to section 115JB of the IT Act clarifies that provisions of MAT will not apply to a foreign
company if:

(@) Itis aresident of a country with which India has a DTAA and the company does not have a permanent
establishment in India in accordance with the provisions of such DTAA,; or

(b) it is a resident of a country with which India does not have a DTAA and the foreign company is not
required to register under any law applicable to companies.
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Further, it is provided that the FTC claimed against MAT liability which exceeds the FTC that would have been
allowable while computing income under normal provisions, would be ignored while computing tax credit under
MAT.

Also, sub-section 5A to section 115JB, provides that the provisions of section 115JB shall not apply to a person
who has exercised the option referred under section 115BAA or section 115BAB of the IT Act.

Taxability of non-resident investors under the tax treaty

In case of non-resident investor who is a resident of a country with which India has signed a Double Taxation
Avoidance Agreement (“DTAA” or “tax treaty”) (which is in force) income-tax is payable at the rates provided
in the IT Act, as discussed below, or the rates provided in such tax treaty, if any, whichever is more beneficial to
such non-resident investor.

2. Taxation of interest, profits from business and capital gains (continued)

For non-residents claiming such tax treaty benefits, the IT Act mandates the obtaining of a Tax Residency
Certificate (“TRC”) from the home country tax authority.

Section 90(5) of the IT Act provides that an assessee to whom a DTAA applies shall provide such other documents
and information, as may be prescribed. Further, a notification substituting Rule 21AB of the Income-tax Rules,
1962 (“Rules”) has been issued prescribing the format of information to be provided under section 90(5) of the
IT Act, i.e., in Form No 10F. Where the required information? is not explicitly mentioned in the TRC, the assessee
shall be required to furnish a self-declaration in Form No 10F and keep and maintain such documents as are
necessary to substantiate the information mentioned in Form 10F.

Widening of taxability of Capital Gains

In the context of taxation of capital gains, the definitions of “capital asset” and “transfer” are widened with retro-
effect from 1 April 1961 specifically with a view to tax, in the hands of non-residents, gains from direct or indirect
transfer of assets situated in India.

General Anti Avoidance Rules (“GAAR”)

The General Anti Avoidance Rules (°GAAR’’) were introduced in the IT Act by the Finance Act, 2012. The
Finance Act, 2015 made the provisions of GAAR applicable prospectively from 1 April 2017. Further, income
accruing, arising, deemed to accrue or arise or received or deemed to be received by any person from transfer of
investments made up to 31 March 2017 would be protected from the applicability of GAAR.

Withholding provisions

The withholding provisions provided under the Act are machinery provisions meant for tentative deduction of
income-tax subject to regular assessment. The withholding tax is not the final liability to income-tax of an
assessee. For rate of tax applicable to an assessee, please refer Notes 1 and 2 below.

2. Taxation of interest, profits from business and capital gains (continued)

! Status (individual, company, firm etc.) of the taxpayer

-Nationality (in case of an individual) or country or specified territory of incorporation or registration (in case of
others);

-Taxpayer's tax identification number in the country or specified territory of residence (In case there is no such
number, then, a unique number on the basis of which the person is identified by the Government of the country
or the specified territory of which the taxpayer claims to be a resident);

-Period for which the residential status, as mentioned in the certificate of residence is applicable; and

-Address of the taxpayer in the country or specified territory outside India, during the period for which the
certificate is applicable
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S. No.

Scenario

Provisions

Withholding tax rate
on interest on NCD
issued to Indian residents

Interest paid to residents other than insurance companies will be subject to
withholding tax as per section 193 of the IT Act at the rate of 10 per cent.

No tax is required to be deducted on interest paid to an individual of a
HUF, in respect of debentures issued by a company in which the public is
substantially interested if;

the amount of interest paid to such person in a financial year does not
exceed INR 5,000; and

such interest is paid by an account payee cheque

Further, no tax is required to be deducted on any interest payable on any
security issued by a company, where such security is in dematerialized
form and is listed on a recognized stock exchange in India in accordance
with the Securities Contracts (Regulation) Act, 1956 (42 of 1956) and the
rules made thereunder.

Withholding tax rate
on interest on NCD
issued to Foreign
Portfolio Investors (FPI)

Interest on NCD issued to FPlI may be eligible for concessional
withholding tax rate of 5 per cent under section 194LD of the IT Act.

If section 194LD of the IT Act is not applicable, then tax deduction should
be made as per sections 196D read with section 115AD of the IT Act i.e.,
at 20 per cent subject to relief under the relevant DTAA, if any.

If both sections i.e. 194LC and 194LD of the IT Act are not applicable,
then tax deduction should be made as per sections 196D read with section
115AD of the IT Act i.e. at 20 per cent subject to relief under the relevant
DTAA, if any.

Withholding rate will be increased by surcharge as applicable (Refer Note
2) and a health and education cess of 4 per cent on the amount of tax plus
surcharge as applicable.

Withholding tax rate
on interest on NCD
issued to non-residents
other than FPIs

Interest payable to non-resident (other than FPI) would be subject to
withholding tax at the rate of 30 per cent/40 per cent as per the provisions
of section 195 of the IT Act subject to relief under the relevant DTAA
depending upon the status of the non-resident.

Alternatively, benefits of concessional rates of 5 per cent under section
194LC of the IT Act could be availed provided specific approval is
obtained from the Central Government with respect to the rate of interest.

Withholding rate will be increased by surcharge as applicable (Refer Note
2) and a health and education cess of 4 per cent on the amount of tax plus
surcharge, as applicable.

Withholding tax rate on
purchase of ‘goods’

As per section 194Q of the IT Act, inserted by Finance Act, 2021 (“FA
2021”), any sum payable by a ‘buyer’ to a resident for purchase of ‘goods’
of the value exceeding INR 50 Lakhs shall be liable to withholding at the
rate of 0.1 percent.

Buyer means a person whose total sales, turnover or gross receipts from
the business carried on by him exceeds INR 10 crores in the financial year
immediately preceding the financial year in which the purchase is carried
out.

TDS shall not be applicable where;
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S.No. | Scenario Provisions

a) Tax is deductible under any of the provisions of the IT Act; or

b) Tax is collectible under the provisions of section 206C of the IT Act
other than a transaction to which section 206C(1H) of the IT Act
applies

e  Given that the term ‘goods’ has not been defined under the section 194Q

of the Act and there exists lack of clarity on whether the term ‘goods’

would include ‘securities’, it is advisable that the investors obtain specific

advice from their tax advisors regarding the same.

Notes:
Note 1: Tax rates Resident Individuals and Hindu Undivided Families

The individuals and HUFs are taxed in respect of their total income at the following rates:

Income tax slab Income tax rate*

Total income up to Rs 250,000# Nil

More than Rs 250,000# but up to Rs 500,000** 5 per cent of excess over Rs 250,000

More than Rs 500,000 but up to Rs 1,000,000 20 per cent of excess over Rs 500,000 plus Rs 12,500
##

Exceeding Rs 1,000,000 30 per cent of excess over Rs 1,000,000 plus Rs
112,5004#

* Plus surcharge if applicable —Refer Note 2 and a health and education cess of 4 per cent on the amount of tax
plus surcharge (if applicable)

**A resident individual (whose total income does not exceed Rs 500,000) can avail rebate under section 87A. It
is deductible from income tax before calculating health and education cess. The amount of rebate available would
be 100 per cent of income-tax chargeable on his total income or Rs 12,500, whichever is less.”

#for resident senior citizens of sixty years of age and above but below eighty years of
age, Rs. 250,000 has to be read as Rs. 300,000 and for resident senior citizens of eighty years of age and above
(“super senior citizen) Rs 250,000’ has to be read as Rs 500,000.

## Similarly, for resident senior citizens of sixty years of age and above but below eighty years of age, Rs. 12,500
has to be read as Rs 10,000 and Rs. 112,500 has to be read as Rs. 110,000. And for super senior citizen Rs 12,500
has to be read as Nil and Rs. 112,500 has to be read as Rs. 100,000.

2. Taxation of interest, profits from business and capital gains (continued)

Alternatively, where an individual or a HUF exercises the option to be assessed to tax under the provisions of
section 115BAC of the IT Act inserted by FA 2020, the following shall be the rate of tax applicable:

Income tax slab Income tax rate*

Total income up to Rs 250,000 Nil

More than Rs 250,000 but up to Rs 500,000** 5 per cent of excess over Rs 250,000

More than Rs 500,000 but up to Rs 750,000 10 per cent of excess over Rs 500,000 plus Rs 12,500
More than Rs 750,000 but up to Rs 1,000,000 15 per cent of excess over Rs 750,000 plus Rs 37,500

More than Rs 1,000,000 but up to Rs 1,250,000 20 per cent of excess over Rs 1,000,000 plus Rs 75,000
More than Rs 1,250,000 but up to Rs 1,500,000 25 per cent of excess over Rs 1,250,000 plus Rs 1,25,000
More than Rs 1,500,000 30 per cent of excess over Rs 1,500,000 plus Rs 1,87,500
* plus surcharge if applicable —Refer Note 2 and a health and education cess of 4 per cent on the amount of tax
plus surcharge, if applicable).

**A resident individual (whose total income does not exceed Rs 500,000) can avail rebate under section 87A. It
is deductible from income tax before calculating health and education cess. The amount of rebate available would
be 100 per cent of income-tax chargeable on his total income or Rs 12,500, whichever is less.”
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Partnership Firms & LLPs

The tax rates applicable would be 30 per cent (plus surcharge if applicable —Refer Note 2 and a health and
education cess of 4 per cent on the amount of tax plus surcharge, if applicable).

Domestic Companies

Type of Domestic company Base normal tax rate on | Base @ MAT
income (other than income | rate
chargeable at special

rates)
Domestic companies having turnover or gross receipts of less | 25 per cent 15 per cent
than Rs 400 Cr in FY 2020-21
Domestic manufacturing company set-up and registered on or | 25 per cent 15 per cent

after 1 March 2016 subject to fulfilment of prescribed
conditions (Section 115BA)

Any domestic company (even if an existing company or | 22 per cent Not applicable
engaged in non-manufacturing business) has an option to
avail beneficial rate, subject to fulfilment of prescribed
conditions (Section 115BAA)

Domestic manufacturing company set-up and registered on or | 15 per cent Not applicable
after 1 October 2019 and commences manufacturing upto 31
March 2024, has an option to avail beneficial rate, subject to
fulfilment of prescribed conditions (Section 115BAB)
Domestic companies not falling under any of the above | 30 per cent 15 per cent
category

2. Taxation of interest, profits from business and capital gains (continued)
Note 2: Surcharge (as applicable to the tax charged on income)

Non-corporate assesses other than firms and co-operative societies (other than FPIs)

Particulars Rate of surcharge
Where total income (including dividend income and | Nil

income under the provisions of section 111A and section
112A of the IT Act) does not exceed Rs 50 lakhs

Where total income (including dividend income and | 10 per cent on total tax
income under the provisions of section 111A, 112 and
section 112A of the IT Act) exceeds Rs 50 lakhs but does
not exceed Rs 1 Crore

Where total income (including dividend income and | 15 per cent on total tax
income under the provisions of section 111A,112 and
section 112A of the IT Act) exceeds Rs 1 Crore but does
not exceed Rs 2 Crore

Where total income (excluding dividend income and | 15 per cent on total tax
income under the provisions of section 111A,112 and
section 112A of the Act) does not exceed Rs 2 Crore but
total income (including dividend income and income
under the provisions of section 111A,112 and
section 112A of the Act) exceeds Rs 2 Crore

Where total income (excluding dividend income and | - 25 per cent on tax on income excluding dividend
income under the provisions of section 111A,112 and | income and income under the provisions of section
section 112A of the IT Act) exceeds Rs 2 Crore but does | 111A, 112 and section 112A of the IT Act

not exceed Rs 5 Crore
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- 15 per cent on tax on dividend income and income
under the provisions of section 111A, 112 and
section 112A of the IT Act

Where total income (excluding dividend income and
income under the provisions of section 111A,112 and
section 112A of the IT Act) exceeds Rs 5 Crore

- 37 per cent on tax on income excluding dividend
income and income under the provisions of section
111A,112 and section 112A of the IT Act

- 15 per cent on tax on dividend income and income
under the provisions of section 111A, 112 and
section 112A of the IT Act

In case of an association of persons consisting of only companies as its members, the rate of surcharge on the

amount of Income-tax shall not exceed fifteen per cent.

2. Taxation of interest, profits from business and capital gains (continued)

FPIs (Non corporate)

Particulars

Rate of surcharge

Where total income (including dividend income or
income of the nature referred to in section 115AD(1)(b)
of the IT Act) does not exceed Rs 50 lacs

Nil

Where total income (including dividend income or
income of the nature referred to in section 115AD(1)(b)
of the IT Act) exceeds Rs 50 lakhs but does not exceed
Rs 1 Crore

10 per cent on total tax

Where total income (including dividend income or
income of the nature referred to in section 115AD(1)(b)
of the IT Act) exceeds Rs 1 Crore but does not exceed Rs
2 Crore

15 per cent on total tax

Where total income (excluding dividend income or
income of the nature referred to in section 115AD(1)(b)
of the Act) does not exceed Rs 2 Crore but total income
(including dividend income or income of the nature
referred to in section 115AD(1)(b) of the Act) exceeds
Rs 2 Crore

15 per cent on total tax

Where total income (excluding dividend income or
income of the nature referred to in section 115AD(1)(b)
of the IT Act) exceeds Rs 2 Crore but does not exceed Rs
5 Crore

- 25 per cent on tax on income excluding dividend
income or income of the nature referred to in
section 115AD(1)(b) of the IT Act

- 15 per cent on tax on dividend income or income
of the nature referred to in section 115AD(1)(b) of
the IT Act

Where total income (excluding dividend income or
income of the nature referred to in section 115AD(1)(b)
of the IT Act) exceeds Rs 5 Crore

- 37 per cent on tax on income excluding dividend
income or income of the nature referred to in
section 115AD(1)(b) of the IT Act

- 15 per cent on tax on dividend income or income
of the nature referred to in section 115AD(1)(b) of
the IT Act

2. Taxation of interest, profits from business and capital gains (continued)

For assessees other than those covered above

Assessee

Rate of surcharge applicable

Non-corporate taxpayers being firms

- Nil where taxable income does not exceed Rs 1
Crore
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Assessee Rate of surcharge applicable

- 12 per cent where income exceeds Rs 1 Crore
Non-corporate taxpayers being co-operative society | - Nil where taxable income does not exceed Rs 1
Crore

- 7 per cent where income exceeds Rs 1 Crore but does
not exceed 10 crore

- 12 percent where income exceeds Rs. 10 crore
Domestic companies (other than companies availing | - Nil where taxable income does not exceed Rs 1
benefit under section 115BAA and section 115BAB | Crore

of the IT Act)

- 7 per cent where taxable income does not exceed Rs
1 Crore but does not exceed Rs 10 Crore

- 12 per cent where taxable income exceeds Rs 10
Crore

Domestic companies availing benefit under section | 10 per cent (irrespective of taxable income)
115BAA and section 115BAB of the IT Act
Foreign Companies (including corporate FPIs) - Nil where taxable income does not exceed is equal
to or less than Rs 1 Crore

- 2 per cent where taxable income exceeds Rs 1 Crore
but does not exceed Rs 10 Crore

- 5 per cent where taxable income exceeds Rs 10 Crore

A health and education cess of 4 per cent is payable on the total amount of tax plus surcharge.
Note 3: Taxability of interest income
For all Residents (including Indian Corporates)

In case of residents, where interest income is taxable as ‘income from other sources’ or ‘income from business or
profession’ should be chargeable to tax as per the rates given in Note 1 and Note 2 above.

2. Taxation of interest, profits from business and capital gains (continued)
For Non-residents (other than Foreign Portfolio Investors (FPIs) FPI entities)

In case of non-residents, under the IT Act, the interest income should be chargeable to tax at the rate of 30/ 40 per
cent depending on the status of the non-resident (plus applicable surcharge and health and education cess).

However, the above is subject to any relief available under DTAA and any Covered Tax Agreement (CTA) entered
into by the Government of India.

For FPI entities

In case of FPI, interest on NCD may be eligible for concessional tax rate of 5 per cent (plus applicable surcharge
and health and education cess) under section 194LD of the IT Act. Further, in case where section 194LD is not
applicable, the interest income earned by FPI should be chargeable tax at the rate of 20 per cent under section
115AD of the IT Act.

However, the above is subject to any relief available under DTAA and any CTA entered into by the Government
of India.

Note 4: Regular capital gains tax rates
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1.Tax on Long-term Gains
1.1 For all Residents (including Indian Corporates)

Long-term Capital Gains (other than long-term capital gains chargeable under section 112A of the IT Act) will be
chargeable to tax under Section 112 of the IT Act, at a rate of 20 per cent (plus applicable surcharge and health
and education cess respectively —Refer Note 2) with indexation.

Alternatively, the tax rate may be reduced to 10 per cent without indexation (plus applicable surcharge and health
and education cess—Refer Note 2) in respect of listed securities (other than a unit) or zero-coupon bonds (as
defined).

However, as per the fourth proviso to section 48 of the IT Act, benefit of indexation of cost of acquisition under
second proviso to section 48 of the IT Act, is not available in case of bonds, debentures, except capital indexed
bonds. Accordingly, long term capital gains on listed bonds arising to the bond holders, should be subject to tax
at the rate of 10 per cent, computed without indexation, as the benefit of indexation of cost of acquisition is not
available in the case of debentures.

1.2 For Resident Individuals and HUFs only

Where the taxable income as reduced by long-term capital gains is below the exemption limit, the long-term
capital gains will be reduced to the extent of the shortfall and only the balance long-term capital gains will be
charged at a rate of 20 per cent with indexation (plus applicable surcharge and health and education cess —Refer
Note 2).

Alternatively, the tax rate may be reduced to 10 per cent without indexation (plus applicable surcharge and health
and education cess —Refer Note 2) in respect of listed securities (other than a unit) or zero-coupon bonds as
defined.

2. Taxation of interest, profits from business and capital gains (continued)

However, as per the fourth proviso to section 48 of the IT Act, benefit of indexation of cost of acquisition under
second proviso to section 48 of the IT Act, is not available in case of bonds, debentures, except capital indexed
bonds. Accordingly, long term capital gains arising to the bond holders, should be subject to tax at the rate of 10
per cent, computed without indexation, as the benefit of indexation of cost of acquisition is not available in the
case of debentures.

1.3 For Non-Resident Individuals

Long-term capital gains (other than long-term capital gains chargeable under section 112A of the IT Act) in case
of listed securities will be chargeable under Section 112 of the IT Act at a rate of 20 per cent (plus applicable
surcharge and health and education cess —Refer Note 2) with applicable foreign exchange fluctuation benefit or
indexation, as the case may be. The tax payable (for other than a listed unit) could alternatively be determined at
10 per cent (plus applicable surcharge and health and education cess—Refer Note 2) without indexation.

However, as per the fourth proviso to section 48 of the IT Act, benefit of indexation of cost of acquisition under
second proviso to section 48 of the IT Act, is not available in case of bonds, debentures, except capital indexed
bonds. Accordingly, long term capital gains arising to the bond holders, should be subject to tax at the rate of 10
per cent, computed without indexation, as the benefit of indexation of cost of acquisition is not available in the
case of debentures.

The above-mentioned rates would be subject to applicable treaty relief.

1.4 For FPI entities

As per section 115AD of the IT Act, long term capital gains on transfer of NCD by FPI are taxable at 10 per cent
(plus applicable surcharge and cess). The above-mentioned rates would be subject to applicable treaty relief.
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2.Tax on Short-term Capital Gains

Short-term capital gains are chargeable to tax as per the applicable general tax rates (discussed in Note 1 and Note
2 above).

In case of FPI, as per section 115AD of the IT Act, short term capital gains on transfer or sale of NCDs are taxable
at the rate of 30 per cent (plus applicable surcharge and health and education cess —Refer Note 2).

Note 5: Relevant definitions under the IT Act

a) “Securities” shall have the same meaning as assigned in section 2(h) of the Securities and Contracts
(Regulation) Act, 1956, which, inter alia, includes:

e shares, scrips, stocks, bonds, debentures, debenture stock or other marketable securities of a like nature
in or of any incorporated company or other body corporate;

e derivative;

e units or any other such instrument issued to the investors under any mutual fund scheme; and

¢ rights or interest in securities;

2. Taxation of interest, profits from business and capital gains (continued)
For the purpose of section 112 of the IT Act:

e  “Listed securities” means the securities which are listed on any recognized stock exchange in India.
e  “Unlisted securities” means securities other than listed securities.
b) “Zero coupon bond” means a bond-

e issued by any infrastructure capital company or infrastructure capital fund or public sector company [or
scheduled bank] on or after 1 June 2005;

¢ inrespect of which no payment and benefit is received or receivable before maturity or redemption from
infrastructure capital company or infrastructure capital fund or public sector company [or scheduled
bank]; and

e which the Central Government may, by notification in the Official Gazette, specify in this behalf.
Note 6: Amendments in the withholding tax provisions

Section 139A(5A) requires every person from whose income tax has been deducted under the provisions of
chapter XVIIB of the IT Act, to furnish his PAN to the person responsible for deduction of tax at source.

As per provisions of section 206AA of the IT Act, the payer would be obliged to withhold tax at penal rates of
TDS in case of payments to investors who have not furnished their PAN to the payer. The penal rate of TDS is
20 per cent or any higher rate of TDS, as may be applicable, plus applicable surcharge and health and education
cess.

Section 206AA of the IT Act to provides that the provisions shall not apply to non-residents in respect of payment
of interest on long-term bonds as referred to in section 194L.C and any other payment subject to such conditions
as may be prescribed.

Further, the CBDT, vide its notification dated 24 June 2016, has clarified that the provisions of section 206 AA
shall not apply to non-residents in respect of payments in the nature of interest, royalty, fees for technical services
and payment on transfer of capital assets provided the non-residents provide the following information to the
payer of such income:
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e Name, email-id, contact number;
e Address in the country or specified territory outside India of which the deductee is a resident;

e A certificate of his being resident in any country or specified territory outside India from the government
of the other country or specified territory if the law of that country or specified territory provides for
issuance of such certificate;

2. Taxation of interest, profits from business and capital gains (continued)

e Tax ldentification Number of the deductee in the country or specified territory of his residence and in a
case, no such number is available, then a unique number on the basis of which the deductee is identified
by the Government of that country or the specified territory of which he claims to be a resident.

Further, the FA, 2021 has introduced a new section for punitive withholding tax rate for non-filers of return of
income.

As per section 206AB of the IT Act, inserted by the FA 2021, with effect from 1 July 2021, payments made to
specified persons will be subject to TDS at rate which is higher of the following:

twice the rate specified in the relevant provision of the Act; or
twice the rate or rates in force; or
the rate of 5%

In cases, where both section 206AA and section 206 AB are applicable, taxes shall be deducted at higher
of the rate prescribed under both the sections.

For the purpose of this section, specified person means any person-

Who has not filed an income-tax return for one preceding AY's relevant to the previous years immediately
prior to the previous year in which the tax is required to be deducted and the prescribed time limit to file
the income-tax return has expired;

The aggregate amount of TDS/TCD exceeds INR 50,000 or more in the said previous years

However, the provisions of this section will not apply on a non-resident who does not have a permanent
establishment in India.

Note 7: Other Provisions

No income tax is deductible at source from income by way of capital gains arising to a resident shareholder under
the present provisions of the Act. However, as per the provisions of Section 195 of the Act, any income by way
of capital gains payable to non-residents may be subject to withholding of tax at the rate under the domestic tax
laws or under the applicable Double Taxation Avoidance Agreement (DTAA), whichever is beneficial to the non-
resident, unless a lower withholding tax certificate is obtained from the tax authorities.

However, the non-resident investor will have to furnish a certificate of his being a tax resident in a country outside
India and a suitable declaration for not having a fixed base/ permanent establishment in India, to get the benefit
of the applicable DTAA and such other document as may be prescribed as per the provision of section 90(4) of
Act.

Pursuant to amendment in section 206AA of the Act read with Rule 37BC of Rules, requirement of quoting
permanent account number (PAN) in case of certain specified income is eliminated by maintaining specified
documents as mentioned in the said Rule.

Note 8: Other Notes

a) The above Statement sets out the provisions of law in a summary manner only and is not a complete analysis
or listing of all potential tax consequences of the purchase, ownership and disposal of debentures.
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b) The stated benefits will be available only to the sole/ first named holder in case the debentures are held by joint
holders.

c) In respect of non-residents, the tax rates and the consequent taxation mentioned above shall be further subject
to any benefits available under the applicable DTAA, if any, between India and the country in which the non-
resident has fiscal domicile.

d) This Statement does not discuss any tax consequences in the country outside India of an investment in the
Debentures. The subscribers of the Debentures in the country other than India are urged to consult their own
professional advisers regarding possible income tax consequences that apply to them.

e) The above Statement covers only certain relevant direct tax law benefits under the Act and does not cover any
indirect tax law benefits or benefit under any other law.

f) The above Statement of possible tax benefits is as per the current direct tax laws relevant for the Assessment
year 2023-24 i.e. Financial Year 2022-23. Several of these benefits are dependent on the Company or its
Debenture Holders fulfilling the conditions prescribed under the relevant tax laws.

g) This Statement is intended only 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 tax consequences, each
investor is advised to consult his/her own tax advisor with respect to specific tax consequences of his/her
investment in the Debentures of the Company. No assurance is given that the revenue authorities/courts will
concur with the views expressed herein.

h) Our views are based on the existing provisions of law and its interpretation, which are subject to changes from
time to time. We do not assume responsibility to update the views consequent to such changes. We do not assume
responsibility to update the views consequent to such changes. We shall not be liable to any claims, liabilities or
expenses relating to this assignment except to the extent of fees relating to this assignment, as finally judicially
determined to have resulted primarily from bad faith or intentional misconduct. We will not be liable to any other
person in respect of this statement.

h) This Statement does not cover analysis of provisions of Chapter X-A of the Act dealing with General Anti-
Avoidance Rules and provisions of Multilateral Instruments.
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SECTION IV: ABOUT OUR COMPANY

INDUSTRY OVERVIEW

The information under this section has been derived and extracted from the industry report titled “NBFC
Report” dated November 2022 prepared by CRISIL in an “as is where is basis” and has not been
independently verified by us, the Lead Managers, or any of our or their respective affiliates or advisors. The
information may not be consistent with other information compiled by third parties within or outside India.
Industry sources and publications generally state that the information contained therein has been obtained
from sources it believes to be reliable, but their accuracy, completeness and underlying assumptions are not
guaranteed, and their reliability cannot be assured. Industry and Government publications are also prepared
based on information as of specific dates and may no longer be current or reflect current trends. Industry
and Government sources and publications may also base their information on estimates, forecasts and
assumptions which may prove to be incorrect. Accordingly, investment decisions should not be based on such
information. Figures used in this section are presented as in the original sources and have not been adjusted,
restated or rounded-off for presentation in this Draft Shelf Prospectus. The recipient should not construe any
of the contents in this report as advice relating to business, financial, legal, taxation or investment matters
and are advised to consult their own business, financial, legal, taxation, and other advisors concerning the
transaction. The information in this section must be read in conjunction with “Risk Factors” and “Our
Business” on pages 21 and 145 of the Draft Shelf Prospectus.

Global economic overview
Limping economy hit again post recovery from covid impacts

The world economy was on a recovery trajectory in calendar year (CY)2021 post speedbumps due to outbreak of
Covid-19 pandemic in CY2020. The pandemic not only became a public health crisis in CY2020, but also a
financial one

The pandemic-induced lockdowns, closure of businesses, and trade and movement disruption wreaked havoc on
the global economy. All the major economies of the world de-grew in CY 2020, except China (up 2.2%). However,
green shoots were visible as economies adapted to new ways of working despite reduced mobility. Additional
fiscal support in large economies, particularly in the developed world, also improved the overall outlook. The
International Monetary Fund (IMF) expected the global economy to bounce back and grow 6.1% in CY2021.

The recovery in CY2021 on a low base followed a major setback in CY2022 with increasing risks due to
geopolitical tensions coupled with higher-than-expected inflation worldwide and surging costs of fossil fuel
derived products. The growth is thus projected to slow from 6.1% last year to 3.2% in the current year majorly
due to disruptions caused by spill over effect of the Russia Ukraine war, energy crisis in Europe and lockdown &
real estate crisis in China

CY20 CY20| CY20 CY20 CY202 CY202 CY202

16 17 18 20 1E 2P 3P

World 3.3 3.7 3.6 2.9 -3.1 6.1 3.2 2.9
Advanced economies 1.8 2.5 2.3 1.7 -4.5 5.2 2.5 14
Emerging and developing |, , | 47| 46| 37 2 6.8 36 3.9
- Euro area 1.9 2.6 1.8 1.6 -6.1 5.2 3.1 0.5
- Southeast Asia 5.1 5.4 5.3 4.7 -3.2 3.1 5 4.6
- UsS 1.7 2.3 2.9 2.3 -3.4 5.7 1.6 1
- UK 2.3 2.1 1.7 1.7 -9.3 7.4 3.6 0.3
- Germany 2.2 2.7 1.1 1.05 -4.6 2.6 15 -0.3
- Japan 0.8 1.7 0.6 -0.2 -4.5 1.7 1.7 16
- China 6.9 6.9 6.7 6 2.2 8.1 3.2 4.4
- India*» 8.3 6.8 6.5 3.7 -6.6 8.7 6.8 6.1

Source: IMF World Economic Outlook, 2022
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Note: * India is on Fiscal year basis
" CRISIL Research projections
& - First revised estimate,

GDP per capita in US dollars at current prices
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Source: IMF World Economic Outlook, 2022

Global inflation on a rising trend amidst global crisis

Quarterly data suggests global inflation on a rising trajectory because of record high prices of food and energy
brought about the Russia-Ukraine war impacting energy as well as foodgrain supply. Sanctions imposed on Russia
have led to realignment of crude oil supplies coupled with disruption of gas supplies to the European region
leading to increased demand of gas in the spot market sending rates soaring. The Black Sea region, known as the
breadbasket of the world, has seen disruption of exports sending food grain prices soaring. Easy monetary policy
and quantitative easing in the aftermath of the pandemic led to excess liquidity driving up demand with pandemic
impacted supply chains yet to get back to normalcy led to onset of high inflation. Soaring inflation impacted
purchasing power of consumers while global central banks have resorted to unprecedented rate hikes to control
soaring inflation. Although inflation is estimated to moderate in the coming quarters uncertainties prevail due to
geopolitical tensions and interest rate tightening.

Global inflation movement across quarters
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Source: IMF World Economic Outlook, 2022
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Overview of Indian Economy
Review and outlook on the gross domestic product (GDP)

India’s real GDP grew at 8.7% in fiscal 2022, largely a reflection of a lower base (as the economy shrank 6.6%
in fiscal 2021). The real GDP growth in absolute terms is at Rs 147.7 trillion, suggesting that the downside from
the omicron variant of Covid-19 has been mild. It is also noteworthy that given the large output loss last fiscal,
GDP is still only 1.8% above the pre-pandemic (fiscal 2020) level.

CRISIL Research have revised down our forecast for India’s real GDP growth to 7.0% for fiscal 2023 from 7.3%
estimated previously. This is primarily because the slowdown in global growth has started to impact India’s
exports and industrial activity. However, domestic demand remains supportive this fiscal, helped by a catch-up in
contact-based services, government capital expenditure (capex), relatively accommodative financial conditions,
and overall normal monsoon for the fourth time in a row.

The impact is expected to be more next fiscal as global growth decelerates faster. Additionally, domestic demand
could come under pressure as interest rate hikes gets transmitted more to consumers, and the catch-up in contact-
based services fades.

Consequently, we expect India’s GDP growth to slow to 6.0% in fiscal 2024, down from 6.5% estimated
previously. The risks to the forecast remain tilted downwards

Real GDP % y-0-y change

(%)
8.3% 8.7%
7.0%
~ © o o — N o
- - - N N N o™
> > > > > > (\I
LL LL L LL LL LL E

Note: P — Projected
Source: National Statistical Office (NSO), CRISIL Research

Macroeconomic outlook

Magro FY21 | FY22 FY23P |Rationale for the outlook
variable

Downside risks to GDP growth have risen on account of surging

Real GDP 66 8.7 7o commodity prices and global supply disruptions. That said, growth
(%, y-0-y) ' ' ' will receive support from improving growth in contact-based services
and a pickup in investments
Consumer CPI inflation is expected to rise to 6.8%, on average, this fiscal
Price compared with 5.5% in the previous year. Inflationary pressures are
Index rising and becoming broad-based, driven by elevated commodity

(CPI)- 6.2 5.5 6.8 prices

!lnkeq A wide-ranging surge in prices of food, energy and industrial
inflation commodities has further raised cost pressures for Indian producers,
(%, y-0-y) marking the second year of elevated input costs. Producers will try to

93

FY24P



Macro FY21 | FY22 | FY23P |Rationale for the outlook
variable

pass on these cost pressures to consumers, which will raise core
inflation

Given a lesser hit to domestic growth this fiscal compared with the
next, core imports may not come down as sharply as core exports,
leading to a worsening of the current account deficit (CAD) this fiscal.
Though a weakening rupee supports exports to some extent, it is
overshadowed by the impact of slowing demand, which is a dominant

account ;

0.9 -1.2 -3.2 | influencer of export growth
balance/

GDP (%) Along with merchandise exports under pressure, some of the services
exports (related tourism, etc) and remittances could face headwinds
from the growth slowdown in the advanced economies. Together,
these factors could lead to CAD widening to ~3.2% of GDP this
fiscal, up from 1.2% in the last

Current

The rupee continues to face headwinds amid global growth
slowdown, heightened geopolitical tensions, elevated commodity
prices, and aggressive rate hikes by the US Fed, which is continuing
to strengthen the dollar

Net-net, though, the rupee is expected to remain volatile in the near

Rs/$ year 728 76.2 795  term. However, with the prospects of some softening in crude oil

end ' ' ' prices as global demand weakens, likely softer pace of rate hikes by
the US Fed, and India’s relatively better growth outlook which could
attract foreign flows, the rupee is expected to gradually appreciate
from current levels. CRISIL Research expect the rupee to average
79.5 against the dollar in March 2023 compared with 76.2 in March
2022.

Note: P — Projected
Source: Reserve Bank of India, NSO, CRISIL Research

Indigenous advantages to result in a stronger economic growth rate in the longer term
India has the second-largest population in the world

As per Census 2011, India’s population was 1.23 billion, comprising nearly 246 million households. The
population increased by more than 181 million during 2001-2011 and is expected to increase to 1.45 billion by

2025.

India is also one of the countries with the largest youth population, with a median age of 28 years. About 90% of
Indians are aged below 60 years. CRISIL Research estimates that 63% of this population is aged between 15 and

India’s population growth trajectory (billion)

1.14 1.23
0.87 0

Note: P — Projected, E — Estimates
Source: United Nations Department of Economic and Social Affairs, CRISIL Research

Favourable demographics
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59 years. We expect the existence of a large share of working population, coupled with rapid urbanisation and
rising affluence, to propel growth of the Indian financial services sector.

India’s demographic division (share of different age groups in India’s population)

60+ years
m 30-59 years
m15-29 years

u0-14 years

2000 2010 2020E

Note: E — Estimates
Source: United Nations Department of Economic and Social Affairs, CRISIL Research
Rise in urbanisation

Urbanisation is a key growth driver for India, as it leads to faster infrastructure development, job creation,
development of modern consumer services, and the city’s ability to mobilise savings. The share of urban
population in total population has been consistently rising over the years and is expected to reach 35% by 2021
from 31% in 2011, spurring more demand.

Urban consumption in India has shown signs of improvement and given the country’s favourable demographics,
coupled with rising disposable incomes, the trend is likely to continue and drive domestic economic growth.

Urbanisation in India

35%

11% 109  11%
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2021P

Note: P — Projected, E — Estimates
Source: United Nations Department of Economic and Social Affairs, International Monetary Fund
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Overview on NBFC sector
NBFC segment to grow 9-11% in fiscal 2023 as economic activities stabilise

NBFC growth to be led by retail segments during fiscal 2023

----- Real GDP growth
Gross banking credit
NBFC credit (including PFC

22.5%

REC)

11-12%
9.6% ___________glO—lZ%
T8 9o SeeT T8 11% 10-12%
0,
6.4% 7.0% oo
0 \
2.7% 379%™ p
FY17 FY1s FY19 Fr2o N Fvar Fyoo yaap oup
-6.6%

Note: P — Projected
Source: RBI, NHB, Ministry of Finance, company reports, CRISIL Research

The Reserve Bank of India (RBI) has been actively playing a balancing act between fostering economic growth
and reining in inflation. The central bank intervened effectively in fiscal 2021 when the economy was hit the
hardest by Covid-19, with multiple measures such as liquidity support and repo-rate cuts. The RBI Monetary
Policy Committee continued its accommodative stance in fiscal 2022, keeping the repo rate at 4%.

In fiscal 2023, however, the RBI has gradually withdrawn its accommodative stance and began tightening its
policy rates in line with other global central banks. It has cumulatively announced a 190 basis points (bps) increase
in the repo rate in three hikes between May and September, taking the repo rate up to 5.9%. The rate hike can be
seen as a response to both elevated domestic inflation and spill over risks arising from aggressive monetary
tightening by major central banks.

The inflation trajectory remains uncertain amid significant risks to inflation and domestic financial conditions.
The central bank’s actions will be guided by the impact of domestic supply-demand pressures on inflation and
evolving global financial conditions, including the US Federal Reserve’s actions.

The overall outstanding book for non-banking financial companies (NBFCs) is projected to grow from ~Rs 33
trillion as on March 31,2022 to ~Rs 36 trillion as on March 31, 2023. With a visible recovery in economic activities
across most lending verticals, overall NBFC credit is expected to grow 9-11% in fiscal 2023, following 6.4%
growth in fiscal 2022. Subsequently, the outstanding book is expected to clock ~Rs 40 trillion in fiscal 2024 with
expected credit growth in the range of 10-12%, driven by the retail vertical, including housing, gold and auto
segments. A pickup in economic demand led to higher lending in most retail segments, accompanied by wholesale
segments showing signs of a recovery, leading to healthy growth for NBFCs. Asset quality has improved on
account of normalisation of economic activities and improved collection efficiency. However, the impact on asset
quality due to slippages arising from portfolio restructuring and revision of non-performing asset (NPA)
classification norms by the RBI remains a key monitorable.

Between fiscals 2016 and 2018, NBFCs clocked an 18% CAGR, mainly due to the aggressive expansion of their
footprint and the entry of numerous new players across India. However, non-banks faced headwinds after the
IL&FS default in September 2018, followed by a liquidity crisis. Later, funding challenges and the pandemic
added to the pressures, curbing growth. Banks benefitted in this milieu and used their surplus liquidity to gain
market share in terms of credit in a few key segments. The pandemic, a sudden standstill in economic activities
and a slowdown in the demand for credit affected fiscal 2021. In fiscal 2022, the economy began to reopen up
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and lockdowns were relaxed after the second wave, leading to normalisation of business activities, which drove
credit growth in most segments. However, a slight slowdown was witnessed in the beginning of the fourth quarter
on account of the third wave. In fiscals 2021 and 2022, NBFCs’ credit growth, excluding infrastructure, slowed
down because of pandemic-led stress, and these entities turned cautious towards lending due to deteriorating the
credit profile of borrowers. This enabled banks to grow faster due to their better access to funds and lower
borrowing costs. In fiscal 2023, as normalcy in operations has restored, CRISIL Research expects NBFCs to grow
marginally slower than banks at 9-11%, primarily supported by credit growth in the retail segments.

Strong players to continue to outpace rest of the industry in fiscal 2023

Credit outstanding growth YoY (%)

28%

204 11-13%

0,
% 6%

FY17 FY18 FY19 FY20 FY21 FY22 FY23P

Strong + parental support players = Others

Note: P — Projected,
Strong players here indicate 11 players with a large market share and strong parental support
Source: RBI, NHB, Ministry of Finance, company reports, CRISIL Research

The NBFC universe has some strong players with robust parent support or a large market share and the others
with no parent support or smaller market share in each of the segments they represent. CRISIL has tracked credit
growth such companies and noticed that players in both these categories grow at a different pace owing to market
dynamics such as market confidence, market size, sources of funds, cost of funds, stage at which the company is
in, etc. Until fiscal 2017, other players outgrew or grew at a same pace as strong players because of their
expansionary phase. After the NBFC crisis, strong players thrived on market confidence, better availability of
funds and their higher liquidity. The pandemic-led stress enabled stronger players to outperform others. The
recovery among NBFCs in fiscal 2022 was also led by these players. Although CRISIL expects the other players
to grow 6-8% in fiscal 2023 and 9-11% in fiscal 2024, strong players are expected to grow 11-13% and 10-12%
in fiscal 2023 and 2024, respectively. This recovery is attributed to a pickup in disbursements and credit growth
normalising, along with expectations of a substantial improvement in asset quality.
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The retail segment, which showed resilience in fiscals 2021 and 2022, to drive growth again this fiscal
The retail segment gaining share due to risk aversion of lenders

Share of retail vs wholesale in NBFCs Credit growth of retail vs wholesale segments (%
yoy)

25%

5606  55% 54% 52% 520 A49%  46%

13-15%1:

emm————

51% 54%

44% 45% 46% 48%  48%

FY17 FY18 FY19 FY20 FY21 FY22E FY23P F FY17 FY18 FY19 FY20 FY21 FY22 FY23P F

u Retail mWholesale Retail Wholesale

Note: P — Projected,

1) Retail includes housing, auto, gold, microfinance, personal loans, consumer durables and education
2) Wholesale includes MSME, real estate and large corporate, infrastructure and construction equipment
Source: Industry, CRISIL Research

After the NBFC crisis, the retail segment mainly led growth in the NBFC segment, while the wholesale segment
saw a muted performance since fiscal 2020 until fiscal 2022. This trend is expected to change in fiscal 2023 with
aslow recovery in the wholesale segment and retail continuing to outperform. The retail segment is again expected
to grow 13-15% in fiscal 2023 and 2024 against stunted growth in the wholesale segment of 3-5% in fiscal 2023
and a recovery to 5-7% by fiscal 2024. The market share of the retail segment is expected to increase to 54% and
56% by the end of fiscal 2023 and 2024, respectively, from 51% as of fiscal 2022.
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Break-up of retail vs wholesale segment in fiscal 2022
NBFC retail breakup (FY22)
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Growth in fiscal 2023 should be led by retail segments such as housing, auto, gold and microfinance

Change in credit at NBFCs (% yoy)

CAGR FY22 FY23p FY24pP
FY18-21 Y-0-Y Y-0-¥ Y-0-Y
Housing 12-14% 13-15%
Personal -
loan 31% 44% 28-33% M 15-20%
Micro a0
Finance 32% 19% 22.27% W 25-30%
Consumer o
durables 13% 40% 25-30% 20-25%
Education 46% 25-30% 25-30%
o
C te,
i
5 [

P: Projected
Note: Red: <5%; Amber: 5-10%; Green: >10%
Source: Company reports, CRISIL Research

Housing: The outstanding book at housing finance companies (HFCs) grew at a healthy CAGR of 15% over
fiscals 2015-2020, led by increasing demand from Tier Il and I11 cities, rising disposable incomes, and government
initiatives such as the Pradhan Mantri Awas Yojana, interest rate subvention schemes, and fiscal incentives.
Growth slowed in the first half of fiscal 2021 due to the pandemic’s impact. However, there was a faster-than-
envisaged revival in the second half with the RBI, the Centre and state governments providing impetus, which led
to 8% growth for fiscal 2021. The second Covid-19 wave impacted disbursements in the first quarter of fiscal
2022. However, with income levels of salaried customers largely intact and home loan rates at a historical low in
fiscal 2022, disbursements rebounded in the second half of the fiscal which enabled credit growth of ~12% in
fiscal 2022. With a visible recovery across most sectors and increasing demand for housing, CRISIL Research
expects NBFC housing credit to grow 12-14% and 13-15% in fiscal 2023 and 2024, respectively, following
healthy growth of 12% in fiscal 2022.

Auto finance grew at a healthy CAGR of 14% over fiscals 2015-2020, led by strong demand across segments. It
grew 5% in fiscal 2022, driven by asset growth in the passenger vehicle (PV) and commercial vehicle (CV)
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segments after two consecutive fiscals of decline. Book growth is expected to be 9-11% in fiscal 2023 and 11-
13% in fiscal 2024, led by growth in sales across all asset classes and easing of chip shortage. This will also be
supported by the demand revival from customers who deferred their purchasing decisions in past due to the
pandemic, leading to demand from the replacement front as well. Along with healthy book growth, the segments
are expected to see further price growth as well in fiscal 2023, leading to disbursement growth rebounding in the
fiscal.

Gold loan finance has seen a CAGR of 12% between fiscal 2015 and 2020 led by stable gold prices and the
growing demand for gold loans among NBFCs. This was followed by a surge in demand for gold loans
accompanied by a sharp jump in gold prices, leading to high growth in fiscal 2020 and 2021 of 23% and 28%,
respectively. Gold loans grew around 11% in fiscal 2022 owing to cautious lending by NBFCs due to asset quality
concerns following the pandemic. In fiscal 2023 and 2024, credit outstanding is projected to grow 10-12% on-
year owing to increased economic stability, the expanding gold loan market and better reach of various initiatives
taken by NBFCs. Lenders are now comfortable lending to customers, although credit growth is expected to see
some resistance with growing competition from banks and a slower pickup in economic growth in rural segments.
While the economic situation has improved significantly since the second pandemic wave, gold prices are
expected to remain range bound in fiscal 2023. With demand reviving, players are expected to restore loan-to-
value (LTV) ratios to pre-pandemic levels of 65-67%. We thus expect assets under management (AUM) to grow
10-12% in fiscal 2023, in line with 11% in fiscal 2022.

Microfinance sector grew at a CAGR of 40% between fiscal 2015 and 2020 on account of the expansionary
phase of players and NBFCs increasingly catering to credit needs of micro players. The microfinance sector grew
19% in fiscal 2022. Disbursements in the second half of fiscal 2022 grew 11% over the second half of fiscal 2021,
and by more than 80% on a sequential basis over the first half of fiscal 2022 as the second pandemic wave did not
pose any significant challenge to the industry. The gross loan portfolio will continue to grow at 22-27% in fiscal
2023, driven by the pickup in economic activity, and collection efficiencies rebounding to 97-98% for most of the
major players.

Micro, small and medium enterprise (MSME) sector witnessed the high impact of the first and second
pandemic waves in fiscal 2021 and the first quarter of fiscal 2022, respectively. Due to its close linkage to
economic activities, the sector was significantly impacted by the frequent lockdowns and pandemic restrictions,
which led to demand and supply disruptions. During the first half of fiscal 2022, the MSME book remained flat;
however, improving economic conditions and the mild third wave supported the revival of MSME credit in the
second half, leading to credit growth of 7% in fiscal 2022. CRISIL Research expects the growth trend to continue
with outstanding book of NBFCs in the MSME segment likely to grow 8-10% in fiscal 2023 followed by healthy
growth of 9-11% in fiscal 2024.

Real estate and corporate sectors: Lower disbursements resulted in degrowth of 5% at NBFCs in fiscal 2022
due to due to continued run down of wholesale portfolio by NBFCs/HFCs. Going forward, CRISIL Research
expects wholesale credit to grow 3-5% in fiscal 2023 and 4-6% in fiscal 2024 on expectations of 16-20% growth
in industrial capex in fiscal 2023.

Infrastructure including PFC and REC: With the segment majorly dominated by Power Finance Corporation
(PFC) and Rural Electrification Corporation (REC), growth remained stagnant in fiscal 2022 to the tune of 0%
compared with 10% in fiscal 2021, primarily due to a fall in disbursements in the second half of fiscal 2022;
disbursements had grown in fiscal 2021 due to the Atmanirbhar-led disbursements by both PFC and REC to power
distribution companies. CRISIL Research expects the book to grow 1-3% in fiscal 2023 and 4-6% in fiscal 2024,
led by investments in the renewable segments of solar and wind energy, along with further investments in
conventional power transmission and distribution. Growth will also be driven by investments in national
highways, state and rural roads.
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Asset quality to see a gradual improvement
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The second wave adversely affected the fragile recovery witnessed in the fourth quarter of last fiscal and had
affected collection efficiencies across asset classes in the first quarter of fiscal 2022. Collection efficiency,
however, has seen a recovery since the second half of fiscal 2022, and collection efficiencies in most segments
are back to pre-pandemic levels.

With the NPA standstill provision lifted in December 2021, gross NPAs (GNPAS) in segments such as auto,
microfinance and MSME spiked as of March 2021 and were further impacted in the first quarter of fiscal 2022.
However, the impact was not as severe as in the first wave, and players across segments have reported
improvement in GNPAs from the second quarter. A similar trend of improving collection efficiency is expected
to improve asset quality.

Relief measures by the government and RBI, such as moratorium and restructuring, provided a breather to
customers and industries in fiscals 2021 and 2022. After a moratorium of six months (between March and August
2020), accounts that were stressed because of the pandemic (classified as standard as on February 29, 2020) were
eligible for a one-time restructuring (OTR) under the RBI’s Resolution Framework. Stressed customers whose
incomes were hit hard due to the economic slowdown opted for restructuring. With the second wave shattering
the growing economy once again, the RBI introduced the second phase of restructuring in May 2021:

e Borrowers, i.e., individuals, small businesses and MSMEs, having aggregate exposure of up to Rs 250
million, and who have not availed of restructuring under earlier frameworks (including Resolution
Framework 1.0), and who were classified as ‘standard’ as on March 31, 2021, will be eligible under
Resolution Framework 2.0. Restructuring under the proposed framework can be invoked up to
September 30, 2021, and will have to be implemented within 90 days post invocation

e  With respect to individual borrowers and small businesses who have availed loan restructuring under
Resolution Framework 1.0, where the resolution plan permitted a moratorium of less than two years,
lending institutions are permitted to use this window to modify such plans to the extent of increasing
the period of moratorium and/or extending the residual tenure up to two years
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Retail segments like housing and gold loans will be least impacted in fiscal 2022 as well, whereas MSME and
real estate loans will take a bigger hit because of the vulnerability of the underlying borrower class.

Housing segment is expected to perform relatively better, as salaried class, which is the primary customer profile
of housing loans, was not majorly affected this time during both the pandemic years. Further, GNPAs increased
marginally in fiscal half of fiscal 2022 on account stress in economically weaker sections (EWS) and low-income
group (LIG) customers due to second wave of pandemic. In second half of fiscal 2022, the collection efficiency
improved and attended normalcy towards end of fiscal aiding improvement in overall GNPAs to 1.6% as of March
2022. Going forward, CRISIL Research estimates the GNPAs for the housing loan portfolio to improve by 10-20
bps to 1.5-1.6% in fiscal 2023, backed by improvement in asset quality stress for the segment and total stressed
assets (GNPA + restructuring book) for the individual housing loan in range of 2.5-2.6%

Auto finance GNPAs improved for most of the players in the second half of fiscal 2022, due to improvement in
borrower repayment levels as economic activities inched back to normalcy. The top four players witnessed their
GNPA:s fall by ~130 bps on a sequential basis to 6.6%, in the fourth quarter fiscal 2022 over the third quarter.
However, we expect some amount of OTR-related stress to still persist amongst players. We analyse around 3.3%
of players’ total book was under restructuring as of the fourth quarter of fiscal 2022. This along with additional
stress on account of implementation of the new NPA recognitions norms has led to stress of 10.6% in fiscal 2022.
CRISIL Research expects stressed assets for fiscal 2023 to be in the range of 8.5-10.5%.

Gold finance GNPA numbers remained high on account of the second wave, the impact of which was seen in
fiscal 2022. GNPA for fiscal 2022 was at 2.9%, though it is expected to stabilise by the end of fiscal 2023 with
better collection efficiency and overall economic stability being prevalent. Lenders have also made adequate
provisioning for any pandemic led NPA surge. CRISIL Research expects GNPAs of gold loan NBFCs to be
gradually improving at 1.5-1.7% in fiscal 2023 with auctions helping players to restrict GNPAs at lower levels.
The industry lends at low LTV of 75%, which safeguards it from price fluctuations, and in case of losses, gold
finance companies can auction gold as it is a secured loan.

Microfinance players have seen their collection efficiencies bounced back to pre-covid levels from the third
quarter of fiscal 2022. The same can be reflected in their GNPAs as well, where the top three players in the
segment reported fall in GNPA levels on a sequential basis in fiscal 2022. The industry GNPA in fiscal 2022
stood at 5.9% levels. Collection efficiency of major players have bounced back to pre-pandemic levels of 97-99%.
However, significant portion of the book of these players is currently under restructuring. Thus, coupled with
some incremental stress due to the regulatory impact, stressed assets in fiscal 2022 stood at 13.9%. With a fall in
GNPA levels in fiscal 2023, and a portion of the book moving out of restructuring, CRISIL Research expects
GNPAs in fiscal 2023 to reduce to 4-5% levels, and overall stress in the industry to be in the range of 9-10%.

MSME: During fiscal 2021, GNPAs for the NBFC MSME section reached ~6-7% due to increased stress in
MSME borrowers, who were hit the hardest due to Covid-19. Further, in the first quarter of fiscal 2022, the second
wave of pandemic again impacted economic activities, in turn leading to increased stress in the MSME segments.
However, the impact on asset quality was cushioned by OTR 2.0 announced by the RBI in May 2021. With
improvement in economic activities and mild impact of the waning pandemic, CRISIL Research expects the asset
quality stress to be in range of 8-9% for fiscal 2023.

Real estate and Corporate: Overall stress in the real estate and corporate segment is the highest among the
segments. CRISIL Research estimates overall stress in the wholesale book to be high. This includes contractual
moratorium, book under extension by date for commencement for commercial operations (DCCQO) extension and
book that is estimated to have opted for OTR.
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Banks continue to gain share in borrowing mix of NBFCs

Bonds, debentures remain the largest source of funds for large NBFCs, while small NBFCs depend on term
loans
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Large NBFCs (with loan book > Rs 500 hillion) are largely dependent on bonds and debentures for their funding
requirements, due to strong market presence and good performance of these NBFCs. However, after the NBFC
crisis in fiscal 2019, share of bonds in the borrowing mix has been declining and stood at 38% in fiscal 2021,
compared with 50% in fiscal 2017.

Meanwhile, small and medium-sized NBFCs largely depend on term loans as their principal source of borrowing
mix. In addition, majority of small NBFCs are non-deposit taking. Share of term loans increased rapidly in small
and medium-sized NBFCs after the crisis, which were hit harder than large NBFCs.

Liquidity issues in the domestic market have led to some large NBFCs tapping overseas funding options through
the external commercial borrowing (ECB) route, leading to ECBs holding a 5% share in the borrowing mix
compared with 2% in fiscal 2017.
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In addition, short-term borrowings from commercial papers have been reducing across all NBFCs and are being
replaced by borrowings from the National Housing Bank (NHB; in case of HFCs) and short-term loans from
banks.

Going forward, bank funding to NBFCs is expected to continue, given the higher liquidity with banks and the
limited lending opportunities until growth revives. This will result in banks gaining further share in the borrowing
mix across all NBFCs.

Banks’ credit exposure to NBFCs remains consistent

Bank funding to NBFCs
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Source: Company reports, CRISIL Research

Share of lending to NBFCs gained share in the overall banking exposure to 9% in fiscal 2022, compared with 6%
in fiscal 2016, where NBFCs resorted to bonds and debentures for funding needs. Over the period, with increasing
regulatory watch on NBFCs, banks will be more willing to provide credit to NBFCs compared with a few years
back, and we can expect this share to grow in the coming years.

Mutual funds’ exposure towards NBFCs remains on the lower side as per the recent trend

Mutual fund lending to NBFCs
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Source: Securities and Exchange Board of India, CRISIL Research
Note: Mutual fund exposure in the above graph refers to debt mutual fund
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Mutual fund deployment in NBFCs was growing at a rapid pace from fiscal 2014. However, the IL&FS crisis in
fiscal 2019 led to funds becoming extremely cautious towards investment in NBFCs. Exposure declined from
18% in fiscal 2018 to 10% fiscal 2022, and this trend is expected to continue in the medium term. Large NBFCs
that showed strong performance and resilience in fiscal 2022 along with small and medium-sized NBFCs are
expected to drive mutual fund investments in NBFCs going forward, unlike prior to fiscal 2019, where bulk of
the investments were towards small and medium-sized NBFCs, which were aggressively pursuing growth.

Non-convertible debenture (NCD) issuances to pick up in fiscal 2023

NCD issuances saw a dip in fiscal 2022, with not many interested to invest in NBFCs on account of asset quality
concerns. Issuances were majorly by larger players with good parental support and a strong credit rating. Issuances
saw a dip of ~40% in fiscal 2022 with reducing coupon rates due to improved economic conditions. NCD
issuances reached Rs 450 billion in the fourth quarter of fiscal 2022. The lowest issuances were recorded in the
third quarter.

NCD issuances saw a sharp dip of ~40% in fiscal 2022

NCD issuances (Rs billion) NCD coupon rates
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Source: BSE, CRISIL Research

However, the second wave impacted the issuance severely, with the number falling by half in the first half of
fiscal 2022. The second half of the year also showed a similar trend. Issuances are expected to pick up in fiscal
2023 due to improving credit growth and resolution of stressed assets at NBFCs.
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NCD issuances in retail segment to perform better than wholesale segment

Segmentwise Issuances (Rs Billion)
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NBFCs in retail segments saw lower fund raising in NCDs in fiscal 2022 as against fiscal 2021, except for auto.
Medium and small-sized players benefitted from lower cost of funds in fiscal 2022

Cost of borrowings for large, medium-sized and small players declined by more than 90 bps in fiscal 2022
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Yields are expected to go up this fiscal due to increasing interest rates. It should be noted the RBI has already
hiked the policy rate by 190 bps so far this fiscal. CRISIL Research expects the RBI’s actions going ahead to be
guided by domestic supply-demand pressures on inflation, and evolving global financial conditions, including the
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US Fed’s actions. This has impacted both the cost of borrowings and yields across sectors and, in turn, affected
the return on assets (ROAS).

Historically, borrowing costs, yields and spreads varied significantly across large, medium-sized and small
NBFCs. Large NBFCs were able to attain funds at lower costs and had the ability to pass on the benefit to
customers, resulting in lower spreads. However, smaller NBFCs had to keep yields much higher than costs on
account of higher credit costs they incur on a regular basis due to higher GNPAs.

In addition, credit costs declined for large players in fiscal 2022 due to improvement in collection efficiency as
markets opened up for business. In fiscal 2023, we expect a gradual recovery across sectors as credit impact shows
signs of recovery and improving collection efficiency aiding it.

Lower credit cost to improve ROAs in fiscal 2023
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Decrease in credit cost, with improved net interest margin (NIM), is expected to be the key reason for increase in
profitability across segments in fiscal 2023. With credit costs expected to decline across all segments, the ROA is
likely to improve following slight improvement in net interest income as well.

The yield in the retail segments is expected to go up during fiscal 2023 due to increasing interest rates. It should
be noted that, the RBI has already hiked policy rate by 190 bps until September of fiscal 2023. CRISIL Research
expects the RBI’s actions going ahead to be guided by domestic supply-demand pressures on inflation, and
evolving global financial conditions, including the US Fed’s actions

Housing: The yield on advances reduced by 75-85 bps during fiscal 2022 on account of home loan rates at a
historical low (starting from 6.5%) and heightened competition from banks. The RBI having maintained an
accommodative stance during fiscal 2022 and no increase in repo assisted in reduction in the cost of borrowing
by 70-80 bps, resulting in an ROA to 1.8% in fiscal 2022. CRISIL Research expects yield on assets to improve
vis-a-vis the increase in weighted average cost of funds at a slower pace (due to structure of the borrowing mix),
translating into improvement in margins and ROAS to 2.9% and 2.4% respectively, in fiscal 2023.

Auto: With the recent revision in repo rates by the RBI, yields and cost of borrowings for NBFCs are expected to
rise compared with fiscal 2022. The expected rise in borrowing cost is ~90 bps as against yields likely to increase
by 40 bps. NIMs for most of the players declined in fiscal 2022. Almost all players have seen their credit costs
fall by 55-65 bps from fiscal 2021 to fiscal 2022. CRISIL Research expects the same in fiscal 2023 as well, where
credit costs are expected to fall further to pre-Covid levels. Due to this, the ROA in this segment is expected to
improve in fiscal 2023.
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Gold finance is expected to have marginally lower ROA in fiscal 2023 due to the impact of increasing interest
rate regime, impacting the cost of borrowing. The borrowing cost remained low during fiscal 2022 as repo
remained unchanged and lenders managed their cost of borrowing better also contributing to excess liquidity and
lower gearing ratio. However, with an increase in repo rate in fiscal 2023, the borrowing cost is expected to see
an increase of 95-105 bps with only 65-75 bps transmission to the customers on account of fierce competition in
the gold segment among players. This is expected to keep NIMs lower in fiscal 2023, along with stable operating
costs. CRISIL MI&A Research expects credit cost to reduce in fiscal 2023 due improved collection efficiency
leading to slightly lower ROAs.

Securitisation clocks Rs 1.35 trillion, but remains below pre-pandemic levels

CRISIL-rated securitisation transactions have shown tremendous resilience during the past two amid the
pandemic. Despite bouts of tremendous stress on underlying borrowers, there were very few downward rating
actions. When collection ratios were dented severely, credit enhancements (provided initially) came to the fore to
iron out the collection shortfalls. These were subsequently replenished as a large majority of the rated transactions
have witnessed smart recoveries and performance is back on the expected trajectory.

The securitisation market saw increased activity in the fourth quarter of fiscal 2022, with volume crossing Rs 500
billion. That took the cumulative value of loan assets securitised in last fiscal to Rs 1.35 trillion, a good 50%
higher than ~Rs 900 billion in fiscal 2021. That compares with the pre-pandemic volume of ~Rs 1.9 trillion seen
over fiscals 2019 and 2020.

Disbursements also picked up, necessitating incremental funding requirements. More than 130 financing entities
have securitised their assets in the past 12 months. Investors such as mutual funds and foreign-owned financing
entities, which were chary in the recent past, have picked up such securitised instruments.

Within asset-backed securitisation, CV (25%), gold (10%) and two-wheeler (2%) loans remained important asset
segments. In addition, microfinance loans drew traction, comprising 10% of volume, especially in the last quarter
of fiscal 2022, amid indications of resilience among low-ticket-size borrowers.

Securitisation volume for the fourth quarter grew ~26% on-year to ~Rs 560 billion
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Housing finance - Review and outlook

Housing finance growth to continue this fiscal

The size of Indian retail housing finance market stood at Rs 25,587 billion as of March 2022. Of this, Rs 8,742
billion was housing loans of non-banking finance companies (NBFCs), including housing finance companies
(HFCs), up ~12% on-year.

Banks dominate the housing finance segment with 66% share (fiscal 2022)

Share in Outstanding CAGR Growth Growth
Type book book (Rs (FY18-22) FY22 outlook for | outlook for
FY22 billion) FY22 FY23P FY24P
HFCs / 13-15%
0, 0, 0, -149

NBECS 34% 8,742 8% 11.5% 12-14%
66% 16,844 14% 12.9% 14-16% 14-16%
100% 25,587 12% 12.4% 13-15% 14-16%

Note: 1 P: Projected

2. Credit deployment data published by the RBI has undergone revision with effect from January 2021. Hence,
comparable numbers for the previous fiscal are revised accordingly.

3. The merger of HDFC Ltd and HDFC Bank is under way and was not effective as of March 2022. Hence, the
impact of the merger is not considered for the analysis.

In the past two fiscals, the housing finance segment had become more affordable for consumers on account of
stable property rates, better annual income of borrowers and historically low interest rates. With the onset of the
pandemic in fiscal 2021, the government and the Reserve Bank of India (RBI) undertook measures to boost the
segment, which resulted in continued improvement of housing demand. Further, with the income of the salaried
class remaining largely intact and home loan rates hovering around record lows, disbursements rebounded after a
slack during the first half of fiscal 2021.

With most sectors seeing recovery, growth is expected to continue this fiscal. Pent-up demand for housing or
purchase of larger units because of favourable, though deteriorating, affordability will also support. CRISIL
Research forecasts HFC/ NBFC housing credit growth at 12-14% for this fiscal and 13-15% for fiscal 2024. In
the past fiscal, the growth was a healthy ~12%. However, any significant change in macro-economic factors or
flare-up of geo-political issues is a downside risk.

Housing credit to continue uptrend this fiscal

Housing loan book of NBFCs/HFCs
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1. P: Projected
2. The merger of HDFC Ltd and HDFC Bank is under the approval process and was not effective as of March
2022. Hence, the impact of the merger is not considered for the analysis.

Source: Company reports, RBI, CRISIL Research

NBFCs/HFCs home loans outstanding clocked a healthy 15% compound annual growth rate (CAGR) between
fiscals 2015 and 2020, driven by increasing demand from tier-11 and -1l cities, rising disposable incomes and
government initiatives, such as Pradhan Mantri Awas Yojana (PMAY), interest rate subvention schemes and fiscal
incentives.

In fiscal 2021, the nationwide lockdown to arrest spread of the Covid-19 infections took a toll on the economy,
impacting incomes across segments, especially low-income group (LIG) and middle-income group (MIG)
customers. With economic activities coming to a grinding halt, credit growth in the first half of fiscal 2021 was
muted. However, in the second half, the revival was faster than expected with the RBI, the Centre and state
governments providing impetus. Real estate developers offered discounts and/or freebies, and a few states, such
as Maharashtra and Karnataka, cut stamp duty on properties. Home loan interest rates were also slashed to a
historical low of 6.5% (starting rate). As a result, NBFCs/HFCs clocked a decent 8% growth in fiscal 2021, despite
the economic gloom at the beginning of the fiscal.

In the first quarter of fiscal 2022, the second wave of the pandemic forced various state governments to impose
localised lockdowns, which impacted credit growth. However, as the RBI held policy repo rate at historical low
of 4%, home loans continued to be more affordable, which boosted the credit growth in the subsequent quarters.
Moreover, the third wave of infections had only a mild impact. Overall, retail housing credit grew ~12% for
NBFCs/HFCs during fiscal 2022. This fiscal, the RBI has started increasing the repo rate to rein in spiralling
inflation, an aftereffect of the Russia-Ukraine conflict that is choking supply chains. However, the credit growth
has remained intact with visible recovery across segments and pent-up demand in housing as affordability, though
deteriorating, continues to be favourable.

The top 10 cities of the country account for more than 35% of outstanding retail housing finance loans. CRISIL
Research expects housing asset demand from these cities to be in the range of 3-8% this fiscal and ~5% in fiscal
2024. In the past fiscal, the demand is estimated to have been 35-40%, which was on a low base of fiscal 2021
and degrowth in the real estate segment for the last few years. This, along with an expected 6-10% growth in
capital values and incremental construction under PMAY, will support the estimated NBFC/HFC housing loan
growth of 12-14% for fiscal 2023 and 13-15% for fiscal 2024.

Key HFCs drive overall NBFCs/HFCs credit growth

Before fiscal 2018, much of the NBFC/HFC credit growth was led by aggressive expansion of smaller HFCs that
were aiming to gain share in affordable and/or tier-11 and -111 markets. As a result, gross non-performing assets
(GNPAS) rose. However, after the IL&FS crisis, the growth of such companies slowed down.

In past fiscals, HFCs’ credit growth was primarily driven by majors such as Housing Development Finance
Corporation Ltd, LIC Housing Finance Ltd, Indiabulls Housing Finance Ltd, PNB Housing Finance Ltd and Can
Fin Homes Ltd. In fiscal 2022, these companies saw ~12.2% growth vis-a-vis the overall NBFC/HFC growth of
11.5%. The factors that aided their growth were strong liquidity, parental support and lower interest rates (on par
with leading banks). In April and May, the NBFC/HFC segment saw slower growth on account of the second
wave of Covid-19.

Over the past two years, smaller HFCs focusing on the affordable housing segment (affordable HFCs) saw slower
growth on account of the pandemic-induced uncertainties and deteriorating asset quality of a few players making
them cautious in lending. With continued support from the government and central bank, an increase in demand
for housing and deeper penetration in tier-11 and -111 cities, their growth is expected to pick up this fiscal 2023.
CRISIL Research expect them to grow 9-11% this fiscal and 11-13% next fiscal.

Note: CRISIL Research defines affordable HFCs as those disbursing loans of less than Rs 2 million ticket size on
average.
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Credit growth to pick up for affordable HFCs

Housing at NBFCs/HFCs

Housing credit growth (% y-0-y)

Housing at affordable HFCs
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Note: P: Projected
Source: Company reports, RBI, CRISIL Research

Banks continue to outperform HFCs in credit growth

Over fiscals 2015-2018, the share of NBFCs in the housing loan market increased from 36% to 39%. Focus on
aggressive expansion during the period led to a superior 21% CAGR for NBFCs, much higher than banks’ 16%.
However, starting fiscal 2019, the trend reversed. Banks started growing faster than HFCs owing to the crisis and
liquidity concerns in the NBFC sector. As a result, NBFCs’ share declined to 34% in fiscal 2022. Further, during
the fiscal, overall housing segment credit is estimated to have grown ~12.4%, with banks registering marginally
higher growth than NBFCs/HFCs.

Housing credit — banks to grow faster than NBFCs/HFCs

Housing credit growth (% yoy)

Housing at Banks
Housing at HFCs/NBFCs

21% 21%

Overall housing

14-16% 14-16%
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Note:
1. P: Projected

2. Banking credit numbers are revised in line with the changes in sectorial deployment data published by the
RBI. Hence, comparable numbers for the previous fiscal are revised accordingly.

Source: Company reports, RBI, CRISIL Research

On account of stress and asset quality pressures in the corporate and real estate segments, banks have intensified
their focus on the housing loan segment. Banks’ outstanding housing loans clocked 15% CAGR between fiscals
2018 and 2021. With a strong deposit base, better presence in tier-11 and -I11 areas and capability to offer home
loans at lower rates (because their cost of funds is better than NBFCs/HFCs), banks grew 9% in fiscal 2021 and
13% in fiscal 2022. Further, with the pent-up housing demand and lower rates, CRISIL Research expects banks’
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housing loan book to grow 14-16% this fiscal and next. In comparison, HFCs are expected to see 12-14% growth
this fiscal.

Mid-ticket gaining share within NBFCs/HFCs
Share of the Rs 25-75 lakh segment increased from 38% in fiscal 2018 to 46% in fiscal 2022

(%) . ) L
Ticket-size-wise disbursement trends

FY18 FY19 FY20 FY21 FY22
mA.<10L mB. 10L to 25L mC. 25L to 75L D. > 75L

Note: The ticket-size-wise share is calculated based on the value of loans disbursed during the coverage period.
Source: Credit Bureau, CRISIL Research

In the NBFC/HFC housing loan segment, the share of mid-ticket segment (in value terms), i.e., Rs 25-75 lakh,
increased from 38% in fiscal 2018 to 46% in fiscal 2022 due to increased income levels of customers and better
affordability. Further, the share of loans with ticket size greater than Rs 75 lakh increased 400 basis points (bps)
in fiscal 2022 on account of higher demand in tier-I cities as customers hastened their decision to buy homes due
to record low interest rates and better affordability. However, 65-70% of the loans were of sub-Rs 25 lakh ticket
size in fiscal 2022.
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Andhra Pradesh, Telangana, Rajasthan and Haryana lead in housing finance

State-wise overall retail housing credit
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Note: This analysis includes total housing credit outstanding (including banking credit)
Source: Credit Bureau, CRISIL Research

In fiscal 2022, Telangana, Haryana, Rajasthan, Andhra Pradesh and Bihar reported higher credit growth and lower
GNPA than other states. Meanwhile, Madhya Pradesh, Punjab and Uttar Pradesh reported moderate growth in

credit
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KV Ranga Reddy, VVadodara, Visakhapatnam and Tiruvallur outperform others
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Over fiscals 2020-22, KV Ranga Reddy, Vadodara and Visakhapatnam districts saw healthy credit growth despite
the pandemic. The districts also retained strong GNPA levels of below 1.5%. Asset quality and collection
efficiency deteriorated during the first half of fiscal 2021 when household incomes were impacted due to
lockdowns and halting of business activities. However, with business activities reviving in the second halves of
fiscals 2021 and 2022, collection efficiency started to improve and normalise. Further, cities such as Hyderabad
and districts such as Ranga Reddy performed well due to presence of salaried IT employees. Ahmedabad and
Visakhapatnam fared well due to presence of the IT/ ITeS sector and government employees and better
infrastructure. Meanwhile, business-oriented districts, such as the NCR region (Delhi, Gurgaon and Noida), Surat,
and Ghaziabad, saw low growth and high GNPAs.
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GNPA:s for the housing portfolio to stabilise this fiscal

With economy reviving and the pandemic stress waning, GNPASs to improve marginally this fiscal

GNPA of housing portfolio at HFCs
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Note: P: Projected
Source: Company reports, CRISIL Research

In March 2021, GNPAs in the housing loan portfolio increased a sharp 50 bps to 1.76% mainly due to a significant
economic slowdown, which impacted self-employed customers and micro, small and medium enterprises
(MSMEsS). In the first half of fiscal 2022, it is estimated to have increased on account of stress witnessed by MIG
and LIG borrowers after the second wave of Covid-19. The figure bettered to 1.6% as of March 2022 as collection
efficiency improved and normalised in the second half. CRISIL Research expects asset quality in the retail housing
loan segment to improve marginally to 1.5-1.6% this fiscal and to 1.4-1.5% in fiscal 2024.

Relief measures such as loan moratorium and restructuring provided a breather to customers in fiscals 2021 and
2022. Accounts that were stressed because of the pandemic (classified as standard as on February 29, 2020) were
eligible for a one-time restructuring (OTR) under the RBI’s Resolution Framework.

In fiscal 2022, it is estimated that 1.6-1.7% of individual loans were restructured.

Moratorium 2

% of housing book Moratorium 1

OTR (1.0 and 2.0)
(home loans)

20-30%

Source: Company reports, CRISIL Research

10-20% 1.6-1.7%

The second wave during the first quarter of fiscal 2022 again led to stress and slowdown in the economy due to
restrictions and localised lockdowns announced by state governments. In May 2021, the RBI again announced
the following measures to ease the stress in the economy:

e Borrowers (individuals, small businesses and MSMES) having aggregate exposure of up to Rs 25 crore, and
who had not availed of restructuring under earlier frameworks (including resolution framework 1.0), and
who were classified as ‘standard’ as on March 31, 2021, were eligible under resolution framework 2.0.
Restructuring under the proposed framework could be invoked until September 30, 2021 and had to be
implemented within 90 days post invocation.

e With respect to individual borrowers and small businesses who had availed loan restructuring under
resolution framework 1.0, where the resolution plan permitted a moratorium of less than two years, lending
institutions were permitted to use this window to modify such plans to the extent of increasing the period of
moratorium and/or extending the residual tenure up to two years.

The housing loan GNPA remains higher then pre-covid level because of stress in the low-income segment and
transition of NBFCs/HFCs to new NPA recognition norms based on the RBI circular issued on November 12,
2021. The circular was applicable from September 2022. But companies proactively transitioned to the new
classification norms. CRISIL Research expects GNPAs in the housing loan portfolio to improve 10-20 bps to 1.5-
1.6% this fiscal, backed by improvement in asset quality. Further, total stressed assets (GNPA + restructuring
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book) for the individual housing loan segment aggregated to 3.3-3.4% in fiscal 2022. CRISIL Research expects
this to be in the range of 2.5-2.6% this fiscal.

Stress to remain high in the non-housing loan portfolio of NBFC/HFCs
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Top 5 HFCs 3.1%
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Note: P: Projected
Source: Company reports, CRISIL Research

In fiscal 2021, overall GNPAs of HFCs increased ~50 bps due to stress in the non-housing portfolio as well, which
mainly includes retail — loan against property (LAP) and real estate and corporate loans. In fiscal 2022, the figure
rose 50 bps to 3.1% on account of continuing stress in LAP; real estate and corporate loans; and slowdown during
the second wave in the first quarter of fiscal 2022. The stress is expected to continue this fiscal with GNPAs
staying at 2.9-3.0%. In fiscal 2024, it is likely to be 2.8-2.9%.

Term loans to gain share in borrowing mix of HFCs/ NBFCs

Share of bank borrowings has risen over the past five years
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Note: P: Projected
Source: Company reports, CRISIL Research

Non-convertible debentures (NCDs) remain the largest source of borrowings for HFCs. However, the share
reduced to 40% in fiscal 2022 from 49% in fiscal 2017. This was because, post the IL&FS crisis, stress on NBFCs
increased, which restricted their access to market borrowings. In addition, with lower cost of borrowings, HFCs
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have been increasingly raising funds via bank term loans since fiscal 2019. Consequently, its share increased to
an estimated 25% in fiscal 2022 from 20% in fiscal 2019.

In fiscal 2021, with the RBI aggressively cutting the repo rate, the benchmark commercial paper and NCD rates
softened as well. However, despite the reversal in the interest rate cycle, risk perception stayed elevated for players
with a larger non-retail portfolio and those without strong parent company support.

This trend is expected to continue into fiscal 2023, with the share of term loans increasing another ~100 bps in
the borrowing mix of HFCs. Also, with the RBI once again increasing repo rates (190 bps so far), CRISIL
Research expects HFCs/NBFCs to pass on the rate hike to depositors, leading to the share of deposits rising 100
bps in the fiscal.

Term loans form half of the borrowing mix of affordable HFCs

m Other loans

= Refinance from NHB
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P: Projected
Source: Company reports, CRISIL Research

Affordable HFCs have also benefitted from the refinance facility of the National Housing Bank (NHB) amid lack
of availability of credit from banks, with the share of NHB refinance in the borrowing mix increasing to 16% as
of fiscal 2022 from 13% in fiscal 2020. In the current fiscal, CRISIL Research expects the share of NHB in overall
borrowing to remain stable.
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Cost of borrowings to rise in fiscal 2023

Sharp decline in cost of borrowings during fiscals 2021 and 2022

Cost of funds for all HFCs

8.3% 8.2% 8.3%

5.7%
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Cost of Debt Securities

Cost of Other borrowings (mainly term loans)

Note: For Housing Development Finance Corporation Ltd, LIC Housing Finance, Indiabulls Housing Finance,
PNB Housing Finance, Can Fin Homes; Aadhar Housing, Aptus Value Homes and ICICI Home Finance

Source: Company reports, CRISIL Research

In May 2022, the RBI increased the repo rates by 40 bps, followed by 50 bps each in June, August and September
2022, increasing the overall repo rate to 5.9%.

Going forward, CRISIL Research expects the RBI’s actions to be guided by domestic supply-demand pressures
on inflation, and evolving global financial conditions, including the Fed’s actions. The increase in policy rate is
expected to reverse declining cost of funds trend in the past two years, translating into increase in weighted
average borrowing cost for HFCs/ NBFCs.

NCD issuances increased sharply in second half of fiscal 2022

NCD issuances picked up after second wave of Covid-19
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Top HFCs — Housing Development Finance Corporation Ltd., LIC Housing Finance Ltd., Indiabulls Housing
Finance Ltd., PNB Housing Finance Ltd., Can Fin Homes; Affordable HFCs — Tata Capital Housing Finance,
ICICI Home Finance, GIC Housing, Aadhar Housing, Aavas Financiers, Edelweiss Housing, Motilal Oswal
Home Finance, Shriram Housing

Source: NSE, Prime Database, CRISIL Research

NCD issuances by HFCs dipped in fiscal 2021 on account of decline in disbursements during the first half of the
fiscal because of nationwide and state-imposed lockdowns following the outbreak of Covid-19 and adequate
liquidity on the books. However, NCD issuances by affordable HFCs increased 33% on-year in fiscal 2021 from
Rs 53 billion in fiscal 2020, owing to low market rates and government support in the form of targeted long term
repo operations.

While the second wave impacted issuances in the first quarter of fiscal 2022 despite the low interest rates,
issuances rose from the second quarter, with total issuance peaking at Rs 283 billion in the third quarter of the
fiscal as pick-up in the housing market increased demand for credit and expectation of increase in bank rate in
fiscal 2023.

During the first quarter of fiscal 2023, though, issuances remained low at Rs 95 billion on account of high
issuances in the past two quarters and aggressive rate hikes by the RBI to tackle inflation. Issuances peaked in
second quarter with key HFCs accounting for majority of the Rs 376 billion in issuances.

NCD coupon rates rebounding
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Top HFCs — 1. Housing Development Finance Corporation Ltd., LIC Housing Finance Ltd., Indiabulls Housing
Finance Ltd., PNB Housing Finance Ltd., Can Fin Homes; Affordable HFCs — Tata Capital Housing Finance,
ICICI Home Finance, GIC Housing, Aadhar Housing, Aavas Financiers, Edelweiss Housing, Motilal Oswal
Home Finance, Shriram Housing

2. NCD Coupon rates are calculated basis average coupon for NCD issuances with tenure between three to
seven years for above mentioned housing finance companies

Source: NSE, Prime Database, CRISIL Research

Over the last two years, NCD coupon rates, which were declining over the past two years due to reducing market
rates, with all HFCs utilising this low-cost source of funds. With the reversal in trend during fiscal 2023, and RBI
raising repo rates by 190 bps so far till September 2022 which was reflected in NCD coupon rates also inching up
in first half of fiscal 2023. However, the volumes of issuances were low in the first quarter of the fiscal. CRISIL
Research expects the RBI’s actions to be guided by domestic supply-demand pressures on inflation, and evolving
global financial conditions, including the Fed’s actions
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Profitability: spreads to improve in fiscal 2023

The housing space saw signs of recovery during the second half of fiscal 2021, supported by initiatives of the
Centre and state governments to revive economic activity. In fiscal 2022 as well, with home loan rates at a
historical low, starting from 6.5%, yield on advances reduced 80-90 bps. The RBI, having maintained an
accommodative stance as well, and not increasing the repo rate in the fiscal 2022, supported the reduction in cost
of borrowing by 40-50 bps. This narrowed the spreads and lowered return on assets to 1.7% in fiscal 2022.

But with the central bank hiking the repo rate by 40 bps in May 2022, and 50 bps each in June, August and
September 2022, CRISIL Research expects yield on assets to improve at a rapid pace vis-a-vis the increase in
weighted average cost of funds (due to structure of the borrowing mix), translating into improvement in margins
and return on assets to 2.9% and 2.4% respectively, in fiscal 2023.

Net interest margin improving with increase in yields and marginal rise in cost of funds
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Ratings analysis of HFCs
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Ratings distribution
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Note: Ratings by all rating agencies. Total rated entities: 71, Total rated long-term debt: Rs 11,935 billion; as
of September 2022

Source: Ratings agencies, CRISIL Research

Ratings of key HFCs

HDFC AAA (CRISIL) Tata Capital Housing AAA (CRISIL)
LIC Housing AAA (CRISIL) ICICI Home Finance AAA (CRISIL)
Indiabulls Housing AA (CRISIL) GIC Housing AA+ (CRISIL)
PNB Housing AA (CRISIL) Aadhar Housing AA- (CRISIL)
Can Fin Homes AAA (CARE) REPCO Home Finance AA- (CARE)

Note: As of September 2022
Source: Ratings agencies, CRISIL Research

Affordable housing finance — Review and outlook

Affordable HFCs’ credit growth to pick up in fiscal 2023
Note: CRISIL Research defines affordable housing-finance companies (HFCs) as those disbursing loans with an
average ticket size of less than Rs 2 million.

Credit growth of affordable housing-finance companies clocked a healthy CAGR of 21% between fiscals 2016
and 2020, compared with a 13% CAGR for overall HFCs/NBFCs. This was driven by increasing demand and
penetration in tier Il and I1I cities, rising disposable incomes, and government initiatives, such as interest rate
subvention schemes and fiscal incentives. The slowdown witnessed in fiscal 2020, followed by the pandemic in
fiscals 2021 and 2022, which impacted the economic activities and overall income levels of economically weaker
section (EWS) and low-income group (LI1G), lead to a slower credit growth of 6% CAGR between fiscals 2020
and 2022.

Affordable HFC loans to grow 9-11% in fiscal 2023
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Housing credit growth (% y-0-y)

Housing at NBFCs/HFCs

Housing at affordable HFCs
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In fiscal 2021, with the onset of pandemic in the first half of the fiscal, it had a disproportionate impact on the
segment’s customers — EWS and LIG — vis-a-vis the overall segment that caters to salaried individuals, whose
incomes have been relatively stable. Faster-than-expected recovery in the second half because of the Central and
state government measures, coupled with low interest rates led to overall HFCs/NBFCs posting ~8% credit
growth, whereas affordable HFCs managed to grow 5% in fiscal 2021.

Growth was again curtailed by the pandemic’s second wave in the first quarter of fiscal 2022, leading to localised
lockdowns by the state governments, which affected economic activities in tier Il and Il cities. Continued
assistance from the government and the central bank, supported by higher demand for housing, and continued
penetration in tier Il and 11 cities by affordable HFCs helped the segment recover. These growth drivers were
partially offset by higher asset-quality stress in the affordable-housing segments, leading to a few players being
cautious in lending in the segment. Due to the above factors, affordable HFCs witnessed a moderate growth of
7% during fiscal 2022.

CRISIL Research expects the affordable housing segment to maintain the growth trajectory seen in the second
half of fiscal 2022, in fiscal 2023 as well. HFCs’ loan disbursals are projected to grow 15-17% in fiscal 2023.
This, supported by an improvement in economic activities for EWS and LIG segments, will aid affordable HFCs
in posting a healthy credit growth of 9-11% in fiscal 2023 and 11-13% in fiscal 2024.

GNPA:s to ease this fiscal

In fiscal 2021, GNPAs of the affordable housing portfolio deteriorated by a substantial 60 bps on-year, mainly
because of the pandemic-induced sharp downturn in economic activity, which affected self-employed EWS
customers as well as micro, small, and medium enterprises (MSMES). Collections were significantly impacted in
the first quarter of last fiscal, because of the pandemic’s second wave, which led to localised lockdowns,
consequently impacting the income-generating capability of borrowers. This, in turn, resulted in a steep rise in
GNPAs at the end of the first quarter of fiscal 2022. Collections and asset quality improved during second quarter
of fiscal 2022 and remained higher than in fiscal 2021.
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With aggressive expansion and waning stress of pandemic, GNPAs to improve marginally in fiscal 2023
GNPA of housing portfolio at HFCs
———All HFCs
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Affordable HFCs
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Source: Company reports, CRISIL Research

In May 2021, the RBI announced measures to ease stress in the economy:

e Borrowers — individuals, small businesses and MSMEs, having aggregate exposure of up to Rs 25 crore,
and who have not availed of restructuring under earlier frameworks (including Resolution Framework 1.0),
and who were classified as ‘standard’ as on March 31, 2021 — were eligible under Resolution Framework
2.0. Restructuring under the proposed framework could be invoked up to September 30, 2021, and would
have to be implemented within 90-days post invocation

e With respect to individual borrowers and small businesses that have availed of restructuring of loans under
Resolution Framework 1.0, where the resolution plan permitted moratorium of less than two years, lending
institutions are being permitted to use this window to modify such plans to the extent of increasing the
period of moratorium and/or extending the residual tenure up to two years

On account of the substantial increase in credit growth in the second half of fiscal 2022, and support from the
government in the form of OTR 2.0, the asset quality of affordable HFCs is estimated to have been stable at 3.1%
in fiscal 2022. CRISIL Research expects growth to continue, and on account improving economic conditions
GNPAs are projected to improve marginally to 3-3.1% in fiscal 2023 and further to 2.9-3% in fiscal 2024. CRISIL
Research further estimates the stress on account of restructured loans under OTR 1.0 and OTR 2.0 for home loan
portfolio at 1.6-1.7% as of March 2022.

Note: The estimates and outlook are based on the reported GNPAs by individual players. About 20% (based on
assets under management or AUM) of affordable HFCs have reported their GNPAs as per the new NPA
recognition norms on the basis of the RBI circular dated November 12, 2021. The applicability of this circular is
from September 2022, but few companies have proactively transited to new classification norms.
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Overall stress to moderate marginally in fiscal 2023

———All HECs GNPA of total portfolio at HFCs

3.5% 3.3%
Affordable HFCs 3.1-3.2%

1.2%

1.0%

FY18 FY19 FY20 FY21 FY22 FY23P FY24P

P: Projected
Source: Company reports, CRISIL Research

Term loans and refinance from NHB dominate the borrowing mix

Term loan is the largest source of borrowing for affordable HFCs, while for large HFCs, it is non-convertible
debentures (NCDs). Following the IL&FS crisis, stress in affordable HFCs worsened, owing to aggressive
expansion during fiscals 2013-2018. The share of NCD and bonds had decreased from 25% in fiscal 2018 to 19%
in fiscal 2020 owing to the concern on liquidity post IL&FS, however, post onset of pandemic in fiscal 2021 and
in turn repo rates being historical low, Affordable HFCs raised funds from the bonds market at lower rates leading
to increase in share of NCD by 300 bps in fiscal 2021 and further 400 bps to 26% in fiscal 2022.

Term loans form half of the affordable HFCs’ borrowing mix

13% 1% 16% 16%

m Other loans

u Refinance from NHB
Commercial paper

m Deposits

mTerm loans

m Bonds NCDs

FY18 FY19 FY20 FY21 FY22 FY23P FY24P

P: Projected
Source: Company reports, CRISIL Research

Term loans’ share in the total borrowing mix decreased during the last two fiscals on account of as banks were
cautious about lending to affordable HFCs because of higher asset-quality stress in the segment. This, coupled
with affordable HFCs facing difficulty in generating new business on account of lockdown in first half of fiscal
2021 and first quarter of fiscal 2022, along with raising funds from bond market, led to a decline in the mix of
term loans from 54% in fiscal 2020 to 47% in fiscal 2022. CRISIL Research expects the share of term loans in
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borrowing to increase by ~200 bps to 48% in fiscal 2023 and 49% in fiscal 2024, with the improving economic
activities and demand for housing credit.

The share of National Housing Bank (NHB) borrowings remains at a healthy 16% as of fiscal 2022. This enables
the affordable HFCs to avail of the benefit of lower cost of funds (based on HFCs’ credit ratings) from NHB.
CRISIL Research expects the support from NHB to continue in fiscal 2023 and 2024.

On average, though, the cost of funds for affordable HFCs is higher than the segmental average due to the inherent
risk involved in affordable housing loans.

Decline in cost of all borrowings since FY19

Cost of funds for all HFCs

8. 8.2% 8.3%

3%
2%

8.

6.3%

5.7%

Fy18 FY19 FY20 Fy21 FY22

Cost of Deposits

Cost of Debt Securities Cost of Other borrowings (mainly term loans)

Note: All HFCs include Housing Development Finance Corporation Ltd, LIC Housing Finance Ltd, Indiabulls
Housing Finance Ltd, PNB Housing Finance Ltd, Can Fin Homes Ltd, Aadhar Housing Finance Ltd and Aptus
Value Housing Finance India Ltd

Affordable HFCs include Aadhar Housing and Aptus Value Housing
Source: Company reports, CRISIL Research

126



NCD issuances by affordable HFCs up in second half of fiscal 2022

NCD issuances pick up after the second wave

NCD Issuance (Rs billion)

FY21
u Affordable HFCs

Note: 1. Affordable HFCs are Tata Capital Housing Finance, ICICI Home Finance, GIC Housing, Aadhar
Housing, Aavas Financiers, Edelweiss Housing, Motilal Oswal Home Finance and Shriram Housing

Source: NSE, Prime Database, CRISIL Research

NCD issuances by affordable HFCs increased 33% in fiscal 2021 (from Rs 53 billion in fiscal 2020 to Rs 70
billion in fiscal 2021), driven by low market rates and government support in the form of targeted long-term repo
operations (TLRO) facility. The second wave impacted issuances in the first quarter of fiscal 2022, despite low
interest rates. However, issuances grew second quarter onwards due to pickup in demand in the housing market,
and in turn increasing in lending opportunities. Issuances during first quarter of fiscal 2023 remained low at Rs.
3 billion, because of higher issuances in past two quarters and aggressive rate hikes by RBI to tackle inflation

NCD coupon rates trending low

(%)
9.2 NCD Coupon rate

8.8
7.8 7.8
6.8 6.0
6.2 6.1 78 17
6.6
6.2 6.1 6.5
o o o o o o o o o o o o o o
FY20 FY21 FY22 FY23
Affordable ——— All HFCs
Notes:
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1) Top HFCs are HDFC, LIC Housing, Indiabulls Housing, PNB Housing and Can Fin Homes. Affordable
HFCs are Tata Capital Housing Finance, ICICI Home Finance, GIC Housing, Aadhar Housing, Aavas
Financiers, Edelweiss Housing, Motilal Oswal Home Finance and Shriram Housing

2) The NCD coupon is computed considering the average of issuance by the players listed above for the
NCD tenure between three and five years. The NCD coupon rates are considered on the basis of the
issuances made by the listed players.

Source: NSE, Prime Database, CRISIL Research

Over the past two years, NCD coupon rates have been declining, due to lower market rates, with all HFCs utilising
this low cost of funds. With the reversal in trend during fiscal 2023, and RBI raising repo rates by 190 bps so far
till September 2022, which reflected in the inching up of NCD coupon rates in first half of fiscal 2023. However,
the volumes of issuances were low in the first quarter of the fiscal. CRISIL Research expects the RBI’s actions
going ahead to be guided by domestic supply-demand pressures on inflation, and evolving global financial
conditions, including the Fed’s actions

RoAs to improve further in fiscal 2023 for affordable HFCs

The housing segment showed signs of a recovery in the second half of fiscal 2021, supported by various initiatives
by the Central and state governments to revive economic activities. Home loan rates remained at a historical low,
starting from 6.5% in fiscal 2022, which led to a decline in interest income by average total assets for the year by
30 bps during fiscal 2022. Meanwhile, the RBI’s accommodative stance and steady repo rates in fiscal 2022 aided
in reducing the interest expense by average total assets significantly by ~90 bps. With improved net interest
margins and lower credit cost, the return on assets improved to 2.1% during fiscal 2022.

With the central bank hiking the repo rate by 40 bps in May 2022, 50 bps each in June, August and September
2022, CRISIL Research expects yield on assets to improve at a faster pace vis-a-vis the increase in weighted-
average cost of funds (due to structure of the borrowing mix), translating into further improvement in margins
and return on assets to 4.8% and 2.5%, respectively, in fiscal 2023.

Increase in interest margins to aid further improvement in RoAs in fiscal 2023

10.9% 10.7% 10.7% 10.8%
10.2% 08%  __emmmmmo

7.2% 7.2%
6.8% 6.4% 6.5%

3.4% 3.4% 3.7% 4.8%
FY18 FY19 FY20 FY21 FY22 FY23P FY24pP
mmmm Net interest income = |Nterest income e |nterest expense
1.6% [1.0%] 1.2% 1.6% 2.1% 2.5% 2.5%

P: Projected

Note: All ratios on total assets

Source: Company reports, CRISIL Research
Housing Industry overview

CRISIL Research defines affordable housing loans as those disbursed by HFCs, whose average ticket size is less
than Rs 2 million.
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Affordable HFCs are able to garner a market share in the < Rs 2 million segment, due to the following:
e  Strong origination skills and focused approach
e  Creation of niches in catering to particular categories of customers
e Relatively superior customer service and diverse channels of business sourcing
e Non-salaried customer profile — around (80% of customers)
e Increased presence in smaller cities

These factors helped affordable HFCs capture market share, as banks have become risk-averse and typically focus
on high-ticket customers with good credit profiles. By virtue of being largely present in metros and urban areas,
the ticket size of banks and large HFCs reflect the rise in property prices. The non-salaried as well as those
dwelling in tier I1l and rural areas are open to anyone with the capability to cater to them.

Characteristics of HFCs

Large HFCs Affordable HFCs
Parameters

Average ticket size > Rs 2 million Average ticket size < Rs 2 million

Markets Metros, urban, semi urban Semi urban, rural

Salaried customers and high net worth

Customers individuals Self-employed customers, small traders, farmers
Average yields 7-9% 9-13%
Average LTVs 65-75% 50-60%

Source: Company reports, CRISIL Research

Business model

The high cost of serving EWS and LIG customers prompted financiers to adopt innovative models to source
business. An HFC targeting the low-income, informal sector operates a hub and spoke model, where retail
branches of the HFC operate as hubs in urban areas, while project site kiosks follow up on low-income
construction projects to get customers.

Although this model is popular and largely followed by financiers, a developer-based model where the HFC is
present at the low-income housing project site and business takes place directly alongside developer-partners is
not uncommon. Financiers also spread awareness about their products in rural areas by setting up kiosks at gram
sabhas and arranging loan melas for potential customers.

Direct customer contact enables better visibility and helps limit fraud, thus allowing reliable customer assessment.
Moreover, all critical functions like origination, verification and credit appraisal are performed in-house, while
certain non-core activities like loan documentation and processing may be outsourced. This allows a start-up HFC
to allocate more internal resources towards vital aspects of lending such as verification and credit appraisal.

Customer risk

HFCs are aware of the challenges in serving low-income customers, and the informal sector in particular. There
are fundamental differences compared with traditional housing finance, as this income group rarely has proof of
income and expenditure documents that conventional mortgage lenders rely on to assess credit. Thus, evaluating
such customers requires more of a field-based approach to verify cash flow — using surrogates and building up
knowledge about customer sub-segments to increase assessment reliability. The person, and not just documents,
helps in identifying credit quality.

Long-term growth drivers of housing finance sector

Rising per capita income Rapid urbanisation
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B GDP per capita (Rs '000)
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Rising income levels lead to higher disposable
incomes, and, therefore, increasing affordability

Significant opportunity in mortgage penetration

m Opportunity in mortgage penetration”®
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India’s mortgage penetration, though low, is

improving owing to ease of financing, tax incentives,
and increasing reach of financiers
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Urbanisation increases number of nuclear families,
leading to formation of more urban households

Increasing finance penetration

m Finance penetration in urban areas

45%
45%
43%
42%
39.20% I
FY12 FY14 FY16 FY18 FY20E

Rising demand of housing in tier Il cities has aided
financing penetration in such areas

ACompany reports, European Mortgage Federation and Hofinet

FRE: First revised estimate; AE: Advance estimate

Source: Ministry of Statistics and Programme Implementation, United Nations Department of Economic and
Social Affairs, International Monetary Fund, European Mortgage Federation, Housing Finance Information
Network, National Housing Bank, company reports, CRISIL Research
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Risks and challenges

Al Competitive advantage of Banks have access to borrowers’ banking behaviour and their repayment
@ > banks vis-a-vis HECs history by which they approach their regular customers by offering lower
N interest rates (than HFCs) and zero processing fee.
Funding disadvantage for *  Smaller HFCs have disadvantage due to the mix of funding (mid-size and
small HFCs are more bank-funded) and higher costs (as credit ratings are
@ lower rated HFCs lower)

HFCs’ cash flows are largely dependent on the timely completion of
projects, in which their customers have bought housing.
If the project gets delayed, the borrower may start defaulting on loans

Delay in project approvals
and construction

lack of data for credit to judge the gb|l|ty of the bqr_rower tq repay ) N
. HFCs are trying hard to mitigate this risk by doing more due diligence by
appraisal

their technical team.

@

: | Lack of proper title; »  Credit score availability in India is still at a nascent which makes it difficult
' :

©

Government policies and regulations

Key announcements in past two fiscals

Resolution Framework for Covid-19 Stress, also known as
One-Time Restructuring (OTR) — August 2020 and May 2021

) Aggregate resolutions under OTR 1.0
The RBI permitted OTR for loans. The scheme was announced and 2.0 for overall HFCs was

again in May 2021 (OTR 2.0) to support customers who were estimated at 1.8-2.2%.
undergoing financial stress because of the second wave of Covid-
19 infections.

Housing loans above Rs 7.5 million

Risk-weighted assets — October 2020 / April 2022 will benefit the most, as risk weights
Individual housing loans were assigned risk weights on the basis of ~ for these loans will reduce from 50%
ticket size and loan-to-value (LTV) ratio before October 2020. to 35%. Lenders may use this benefit
Based on the RBI circular of October 16, 2020, risk weights were 0 lower cost of lending for mid- and
re-assigned only based on LTV. The initial guidelines indicated high-ticket properties. Additionally, it
that this will be applicable to all new housing loans sanctioned till  increases credit in the market on
March 31, 2022. As of April 8, 2022, though, it was revised upto  account of lower capital adequacy
March 31, 2023. requirement (due to new lower risk
weights).

Moratorium on loan repayments — March and April 2020 ) )
o . ) The moratorium was a relief for
All lending institutions were permitted to allow a moratorium of customers whose incomes were

three months (extended by another three months) on repayment of  affected in the first two quarters,
installments for term loans outstanding and payment of interest on  enapling them to avoid EMI payments.
working capital facilities as on March 1, 2020. Deferred payments  However, the interest accumulated
were mandated not to translate into asset classification over the period.

downgrades; credit history also remained unchanged.

Partial Credit Guarantee (PCG) — December 2019 Previously, only players rated AAA or
The government modified the PCG scheme to include HFCs and above were eligible. However, these
NBFCs rated up to BBB+ players faced no difficulty in raising
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funds. Inclusion of BBB+ or above
will help mid-rated players.

Source: RBI, Government of India, CRISIL Research
Key government schemes for the housing sector

Housing for All by 2022 scheme, launched in June 2015, aims to construct over 20 million houses across India
by 2022. The scheme’s target beneficiaries are poor, economically weaker sections (EWS), and the LIG in urban
areas.

Pradhan Mantri Awas Yojana

Pradhan Mantri Awas Yojana — Urban (PMAY-U), implemented by the Ministry of Housing and Urban Affairs,
was launched on June 25, 2015. It addresses urban housing shortage among the EWS/LIG and MIG categories,
including slum dwellers, by ensuring a pucca house to all eligible urban households by 2022.

Also, to address gaps in the rural housing programme and the government’s commitment of providing housing
for all by 2022, the erstwhile Indra Gandhi Awas Y ojana was re-structured into the Pradhan Mantri Awaas Yojana
— Gramin (PMAY-G) from April 1, 2016. PMAY-G aims to provide a pucca house with basic amenities to all
houseless individuals and those households living in kutcha and dilapidated dwellings by 2022.

PMAY progress status as of November 10, 2022

PMAY-U — progress No. of houses / value

No. of houses / value PMAY-G — progress

Houses sanctioned
Houses grounded

Houses completed

Central assistance committed

Central assistance released

Total investment

122.69 lakh

105.6 lakh

64.4 lakh

Rs 2.03 lakh crore

Rs 1.28 lakh crore

Rs 8.31 lakh crore

House target
Houses sanctioned
Houses completed
Fund allocation
Fund released

Fund utilized

272.75 lakh

247.45 lakh

204.58 lakh

Rs 3.40 lakh crore

Rs 2.25 lakh crore

Rs 2.72 lakh crore

Source: CRISIL Research
Credit Linked Subsidy Scheme

Under Housing for All, the central government implemented the Credit Linked Subsidy Scheme (CLSS) as a
demand-side intervention to expand institutional credit flow for housing needs of those residing in urban regions

e  Affordable housing through CLSS will be implemented via banks/financial institutions

e  Credit-linked subsidy is provided on home loans taken by the eligible urban population for purchase
and construction of houses

e Housing and Urban Development Corporation and NHB are the central nodal agencies to channelise
this subsidy to lending institutions and monitor its progress

e For all income slabs, any additional loan taken by a beneficiary up to a maximum tenure of 20 years
will be at non-subsidised rates

e The interest subsidy amount will not be the differential of interest amount (of actual and subsided rate),
but will be the net present value of the interest subsidy amount

CLSS revised guidelines
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Annual household income Interest Size of proposed house (carpet

Category Loan amount (Rs)

(Rs) subsidy area, sq m)
EWS < 3 lakh 6 lakh 6.50% 30
LIG 3-6 lakh 6 lakh 6.50% 60
MIG 1 6-12 lakh 9 lakh 4% 160
MIG 2 12-18 lakh 12 lakh 3% 200

Source: CRISIL Research
Atal Mission for Rejuvenation and Urban Transformation

The purpose of Atal Mission for Rejuvenation and Urban Transformation (AMRUT) is to provide basic services
(e.g., water supply, sewerage, urban transport) to households, build amenities in cities, and improve the quality of
life for all, especially the poor and the disadvantaged.

Key components of the mission
e Access to a tap with assured water supply for every household
e  Assured sewerage connection per household
e Better amenities in cities by developing greenery and well-maintained open spaces (e.g., parks)

e  Lower pollution by switching to public transport or constructing facilities for non-motorised transport
(e.g., walking and cycling)

AMRUT progress as of November 2022

AMRUT status as of November 2022 Projects Value (Rs billion)
Work completed 4,657 326
Awarded 1,215 500
Total state annual action plans 776

Source: Ministry of Housing and Urban Affairs, CRISIL Research

MSME — Review and outlook

Credit issued to the micro, small and medium enterprise (MSME) segment is estimated to have stood at Rs 21,400
billion for fiscal 2022, with banks dominating the market share at 81%. Post the liquidity crisis, the share of non-
banks reduced to an estimated ~19% in fiscal 2022 from ~22% in fiscal 2019.

Banks dominate credit share in MSMEs

Share in Outstanding CAGR Growth Growth

FY22 outlook for | outlook for
FY22 billion) FY22 FY?23P FY24P

NBFCs 19% 4,100 7% 6.6% 8-10% 10-12%
Banks 81% 17,290 9% 18.6% 12-14% 14-16%
Overall 100% 21,411 8% 16.1% 11-13% 13-15%

Type o]0]0] ¢ book (Rs (FY18-22)

=
o
—+
®

1. P: Projected

2. Credit deployment data published by the RBI was revised with effect from January 2021. Hence, comparable
numbers for the previous fiscals have been revised accordingly.
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3. Companies with turnover <Rs 5 crore and investment <Rs 1 crore are classified as micro; companies with
turnover between Rs 5 crore and Rs 25 crore and investment between Rs 1 crore and Rs 10 crore are classified
as small; and companies with turnover between Rs 25 crore and Rs 250 crore and investment between Rs 10
crore and Rs 50 crore are classified as medium

Source: CRISIL Research

The MSME sector bore the brunt of the first and second waves of the Covid-19 pandemic in fiscal 2021 and the
first quarter of fiscal 2022, respectively. With the sector’s close linkage to economic activities, the magnitude of
the impact was significant owing to frequent lockdowns and restrictions, which impacted demand, supply, and
hence profitability across most sectors. This necessitated relief measures, which were promptly announced by the
government in the form of the Emergency Credit Line Guarantee Scheme (ECLGS) last year, which was reviewed
on a timely basis to reduce the impact on the sector. However, most of the disbursements under the scheme were
by banks (among which, private sector banks showed greater proclivity than public sector banks for utilising
ECLGS); hence, they saw book growth of 12%, while growth in non-banking finance companies (NBFCs) was
lower at 3% in fiscal 2021. Decline in the book value was also restricted by moratoriums and asset classification
was at a standstill for MSMEs until March 2021.

In the first quarter of fiscal 2022, the second wave of the pandemic impacted the MSME segment again, leading
to muted growth in the first half of the fiscal on account of disruption in business activity owing to localised
lockdowns by various state governments. With the hit to the economy in the first quarter, the government extended
the ECLGS that was to end in June 2021 to September 2021 (and subsequently extended till March 31, 2023).
This supported the sector’s revival from degrowth in the first quarter of fiscal 2022, with banks posting a
sequential growth in their MSME book at the end of the second quarter. Revival of economic activity, strong
export and domestic support, coupled with a mild third wave, helped the segment grow an 16% in fiscal 2022.
Banking MSME saw higher growth than NBFCs at 18.6% and 6.6%, respectively, in the fourth quarter of fiscal
2022 with increase in credit demand across segments. CRISIL Research expects banks’ credit to continue to grow
at 12-14% over a high base and NBFCs at 8-10% this fiscal, followed by 14-16% and 10-12% for banks and
NBFCs, respectively, in the next.

ECLGS benefitted ~11 million micro and small enterprises in fiscals 2021 and 2022

ECLGS was announced as part of the Atmanirbhar Bharat package in 2020, with the objective of helping
businesses, including MSMEs, meet their operational liabilities and resume businesses. As of March 2022, loans
sanctioned under the scheme crossed Rs 3.67 trillion (of Rs 5 trillion), with about 73% of the guarantees issued
for loans sanctioned to MSMEs till August 2022, and the disbursement aggregated Rs 2.59 trillion till April 2022.
In Union Budget 2022-23, the allocation under ECLGS was increased from Rs 4.5 trillion to Rs 5.0 trillion, and
the timeline for sanctions was extended till March 2023. The Rs 50,000 crore enhancement is exclusively
earmarked for hospitality and related enterprises.

ECLGS progress so far
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Disbursements (Rs trillion)

Note: Disbursement data for August 2022 was not provided by the respective authority.
Source: CRISIL Research, PIB
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The ECLGS scheme has enabled credit activity and provided liquidity support to business. This helped MSMEs
revive their business during the initial phase of the pandemic and scale up as economic activity started returning
to normalcy.

While a majority of the disbursements under ECLGS are contributed by public and private sector banks, non-
banks are going slow given the existing asset quality concerns. Further, among banks, private sector banks show
greater proclivity than public sector banks for utilising ECLGS. Non-banks are also expected to conserve liquidity
in such challenging times and are likely to witness lower disbursal in the scheme given the capping of interest
rates on such additional lending, leading to very thin margins. The interest rate under the scheme was capped at
9.25% for banks and financial institutions, and 14% for NBFCs.

According to the Reserve Bank of India’s (RBI’s) financial stability report, micro enterprises have been the
primary beneficiaries of this scheme, with guarantees of ~Rs 1.74 trillion extended to ~11 million borrowers as
on November 12, 2021.

~90% of micro and small enterprises cover 50% of guarantees issued

# of Guarantee

Rs. billion .. % Share
Beneficiaries amount

Micro 10,296,333 658 259

Small 498,509 663 25%

Medium 260,757 420 16%

Other business enterprises 537,069 838 34%

Total 11,592,668 2,630 100%

Note: Data reported as on November 12, 2021
Source: RBI, CRISIL Research

ECLGS primarily benefitted micro and small businesses during FY21 and FY22

(%) .
ECLG disbursement to MSMEs

70
5%
92%

Disbursement No. of beneficiaries | Disbursement No. of beneficiaries

Fy21 Fy22*
= Micro = Small = Medium

Note: 1. *Disbursement for FY22 is aggregated till February 28, 2022.

2. The above graph provides details of ECLGS disbursement to MSMEs only and excludes disbursement to
large enterprises.

Source: CRISIL Research, National Credit Guarantee Trustee Company Ltd
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As per the data released by the National Credit Guarantee Trustee Company Ltd, ECLGS disbursement to MSME
borrowers aggregated Rs 1,557 billion in fiscal 2021 and Rs 546 billion in fiscal 2022 (till February 28, 2022).
The scheme has benefitted ~11 million MSMEs in the two fiscals, primarily micro enterprises, whose share in
disbursement was 39% in fiscal 2021 and 30% in fiscal 2022 (till February 28, 2022).

The NPA rate of the borrowers who opted for ECLGS aggregated to 4.8% as of March 2022, which has been
lower than the segmental average of MSME loans. Segments such as services and infrastructure were the only
sectors where the NPA rates were higher than 4.8%. This was primarily on account of these sectors being highly
contact intensive.

LAP segment contributes to two-thirds of NBFCs’ MSME portfolio

Credit outstanding of MSMEs at NBFCs (Rs bn) and segmental share

4,965

FY18 FY19 FY20 FY21 FY22 FY23P FY24P
mLAP = Non LAP

Note: 1. P: Projected

2. non-LAP includes unsecured and secured non-LAP loans
Source: Company reports, CRISIL Research

Demand improvement to drive MSME credit growth this fiscal

Growth momentum of banks to continue

Credit growth of MSME (% yoy) Banks MSME

23.2% Non-Banks MSME

Overall MSME
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1. P: Projected

2. Credit deployment data published by the RBI was revised with effect from January 2021. Hence, comparable
numbers for the previous fiscal have been revised accordingly.

Source: Company reports, CRISIL Research

A faster-than-expected revival in economic activity and pent-up demand instilled a positive economic
performance in the fourth quarter of fiscal 2021. Outstanding MSME book of non-banks grew 3% on-year in
fiscal 2021, given the increased demand for loan against property (LAP). Further, during the first quarter of fiscal
2022, their MSME book witnessed degrowth in both banks and non-banks owing to the impact of the second wave
of the pandemic. The segment started to recover from the second quarter with improvement in demand from
MSME:s supported by the central government’s decision to extend ECLGS till March 31, 2022 (further extended
till March 31, 2023, in Union Budget 2022-23) and increase the guarantee from Rs 3 trillion to Rs 4.5 trillion
(which was subsequently increased further to Rs 5 trillion).

The outstanding book of NBFCs in the MSME segment grew at 6.6% in fiscal 2022, supported by growth in
disbursements in the LAP and non-LAP (unsecured and secured non-LAP) segments. With revival of economic
activity and improving cash flows, NBFCs will increase their funding in the unsecured segment and restrict their
lending in the LAP segment owing to the asset quality stress of past years. With improved underwriting practices,
lending in the unsecured portfolio is expected to improve, while the secured non-LAP portfolio will face
competition from banks. However, smaller non-banks will be wary of funding given the existing stress and will
therefore witness moderate growth. Additionally, any significant change in macroeconomic factors or geopolitical
issues may pose a downside risk to credit growth.

LAP: Growth to stabilise this fiscal

The LAP portfolio of NBFCs is estimated to have been Rs 2,600 billion in fiscal 2022. In fiscal 2021, LAP
witnessed higher growth than non-LAP (secured non-LAP and unsecured) as non-banks preferred mortgage-based
lending over cash-flow-based lending in the short run given the potential risks in other segments. LAP portfolio
at NBFCs is estimated to have grown 4% in fiscal 2022 with players shifting their focus to non-LAP portfolio
which grew at 11% during the fiscal.
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NBFCs LAP portfolio to grow 6-8% this fiscal

Credit growth of LAP MSME (% y-0-y)
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Share of NBFCs in LAP

Note:

1. P: Projected

2. Credit deployment data published by the RBI was revised with effect from January 2021. Hence, comparable
numbers for the previous fiscal have been revised accordingly.

Source: Company reports, CRISIL Research

LAPs are availed by mortgaging properties (residential or commercial) with the lender. The end-use of the loan
is not monitored closely. It could be used for either business or personal purposes. It can be availed by both
salaried and self-employed individuals. LAP is a secured loan, as it provides collateral to the financier in the form
of property. It has a lower interest rate than personal or business loans.

With the economy stabilising in over last two fiscals, NBFCs’ LAP credit grew at a marginal rate of 4%. However,
NBFCs are unlikely to be as aggressive as they were in the past, when the segment logged a double-digit CAGR
of 12% between fiscals 2017 and 2020. Higher growth in the past was because of lower interest rates and increased
penetration. However, after fiscal 2019, non-banks lost their share in the LAP market as they were focusing on
containing asset quality deterioration. Banks registered strong growth in the segment owing to their aggressive
strategies, higher market penetration, lower cost of funds and adequate liquidity support. CRISIL Research
expects the MSME LAP segment to grow 6-8% in fiscal 2023, driven by improving economic conditions and
mild impact of the third wave of the pandemic, assisting in normalisation of business activities, followed by 9-
11% growth in fiscal 2024.

MSME: Non-LAP loans

Non-LAP includes secured and unsecured non-LAP loans. Non-LAP secured MSME loans include working
capital products (such as cash credit, overdraft facility and bill discounting) and other term loan products, such as
asset-backed or hypothecated loans. Hypothecated loans are term loans where the collateral offered is a
combination of property, inventory, etc.

Unsecured MSME loans are given to self-employed borrowers without collateral. It is cash-flow-based lending
rather than collateral-based. Unsecured loans are underwritten based on financial statements, bank statements,
GST returns, number of loans taken in the past, bureau checks, scorecards, etc. An unsecured small business loan
is usually taken to tide over a liquidity crunch, take advantage of short-term opportunities, or expand a small
business, mostly when the cash credit limit of the bank is exhausted. Many lenders give these loans on top of
existing secured loans with them.

Due to non-availability of collateral, underwriting plays a key role in maintaining the asset quality of unsecured
business loans. Underwriting these loans requires a different expertise and is powered by new financial technology
and increasing availability of data on credit history of customers. Competition in the secured loans market

138



(especially retail loans) has compelled NBFCs and a few private banks to gain expertise in niche lending and build
robust digital platforms to cash in on fresh opportunities in the unsecured business loans space, with an eye on
maximising profitability.

Banks dominate this segment with a 90% share, aggregating to ~Rs 14 trillion as of fiscal 2022. NBFCs are
estimated to have a non-LAP book of ~Rs 1.5 trillion in fiscal 2022.

NBFCs’ non-LAP credit growth to stabilise this fiscal

Credit growth of non-LAP* MSME (% y-0-y)
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Note:

1. P: Projected

2. Credit deployment data published by the RBI was revised with effect from January 2021. Hence, comparable
numbers for the previous fiscal have been revised accordingly.

3. *non-LAP includes unsecured and secured non-LAP loans

Source: Company reports, CRISIL Research

NBFCs were growing in double digits prior to fiscal 2019; growth slowed after the liquidity crisis. In fiscal 2021,
growth was marginal owing to lower dishursements, which are estimated to have halved because of Covid-19.
Meanwhile, banks saw a 13% growth in credit, aided by the ECLGS. Because of the pandemic, non-bank lenders
turned more cautious over unsecured MSME lending, and preferred mortgage-based lending (LAP and non-LAP
secured) over cash-flow-based (unsecured) lending.

Business activity started normalising from the second half of fiscal 2022. This, supported by a mild third wave,
led to improvement in economic conditions and, in turn, a pick-up in demand for credit. Banks and NBFCs shifted
their focus towards non-LAP lending owing to higher returns on this portfolio, leading to non-banks growing at
11% in fiscal 2022. CRISIL Research expects the growth momentum to continue, with NBFCs’ non-LAP segment
growing 11-13% this fiscal followed by 13-15% in the next. However, any significant change in macroeconomic
factors or geopolitical issues may pose a downside risk to credit growth.

Asset quality

Despite improvement in the second half of fiscal 2022, overall stress in the restructured portfolio remains
monitorable

Asset quality of NBFCs has been relatively better than gross non-performing assets in banks. Within banks, public
sector banks witnessed high double-digit GNPA whereas private banks were able to manage their asset quality.
Overall GNPA for NBFCs in expected to be in the range of 8-10% as of March 2022. Higher GNPA in MSMEs
was primarily on account of stress as economic activities were severely impacted during the first wave of the
pandemic in the first half of fiscal 2021.

Asset quality concerns continued in the first quarter of fiscal 2022 as the second wave impacted the MSME
segment and collections. April and May saw a sharp dip in collections, resulting in higher delinquencies. Players
such as Bajaj Finance, Shriram City Union Finance and IIFL reported a 20-50 bps increase in GNPAs. However,
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on a sequential basis, after the second wave, players started seeing improvement in collection efficiency from
July, on the back of a swift economic recovery. With improving collections, the asset quality of these players
improved marginally in the second quarter of fiscal 2022. However, the impact of the first quarter of fiscal 2022
is expected to have weighed on overall asset quality. At an aggregate level (GNPA and restructuring), CRISIL
Research expects stressed assets in NBFCs” MSME segment to be at 7-9% this fiscal.

Wholesale finance — review and outlook

Real estate forms large share in overall NBFC exposure in wholesale lending

Wholesale finance represents lending services to medium-sized and large corporate firms, institutional customers
and real estate developers by banks and other financial institutions. It encompasses long-and short-term funding.
CRISIL Research excludes lease-rental discounting (LRD) from the wholesale book and lending to the
infrastructure sector and covers only loans offered to large and mid-sized corporates in non-infrastructure
segments.

Real estate segment comprises ~58% of the overall NBFC wholesale lending, as of fiscal 2022

Share in Outstanding CAGR Growth Growth
Type o]0]0] ¢ Book (Rs (FY18-22) FY22 outlook for | outlook for
FY22 billion) FY22 FY23P FY24pP

NBFCs 8% 2,775 -2% 5% 3-5%
92% 32,446 3% 3% 7-9% 8-10%
100% 35,241 3% 2% 7-9% 8-10%

Note: 1. P — Projected

2. Credit deployment data published by the RBI has undergone revision with effect from January 2021. Hence,
comparable numbers for the previous fiscal are revised accordingly.

Wholesale lending at NBFCs to revive with moderate growth in fiscal 2023

Exposure to the wholesale segment to pick up after a de-growth during the past three fiscals
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Source: Company reports, CRISIL Research

NBFCs were cautious in lending to the corporate segment as well, such as real estate, with wholesale book
declining at 5-6% per annum over last three fiscals. With the revival in real estate and expectation of 16-20%
growth in industrial capex in fiscal 2023, CRISIL Research expects the wholesale credit growth for NBFCs to
pick up with credit growth of 3-5% during fiscal 2023 and 4-6% during fiscal 2024 over a low base.
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NBFCs to witness a sharp decline in the wholesale book vis-a-vis banks

Banks to outpace NBFCs with overall wholesale credit growing at 7-9% in fiscal 2023

Credit growth of wholesale loans (% yoy)
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Note: Credit deployment data published by RBI has undergone revision with effect from January 2021. Hence,
comparable banking numbers for the previous fiscal are revised accordingly.
Source: Company reports, CRISIL Research

Overall lending to the wholesale segment witnessed a de-growth of 4% in fiscal 2021, because of uncertainties
amid the pandemic and washout of first half of fiscal 2021 due to the nation-wide lockdown. In fiscal 2022, the
second wave of pandemic hit in first quarter, leading to localised lockdowns by various state governments.
However, the credit momentum picked up in fourth quarter of fiscal 2022, with banks growing at marginal 3%,
however due to continued run down of wholesale portfolio by NBFCs/HFCs the book de-grew by 5% leading to
overall segmental growth at 2%. Industrial capex in fiscal 2023 is estimated to grow by 16-20%, on account of
improvement in utilisation level as well as new capex from production linked incentive scheme. This is evident
from the increase in seasonally adjusted capacity utilisation of the manufacturing sector to 74.3% in the first
quarter of the current fiscal from 73% in the fourth quarter of fiscal 2022

Wholesale credit in fiscal 2023 will be led by both increase in working capital need as well as improving capex
cycle. For fiscal 2023, aggregate corporate India revenue growth is estimated at 12-18%. This will support growth
of banks as well as NBFCs which are expected to witness credit growth of 7-9% and 3-5% respectively during
fiscal 2023

NBFCs’ real estate book growth to revive during this fiscal

Real estate credit outstanding of NBFCs to grow at 4-6% during fiscal 2023
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FY18 FY19 FY20 FY21 FY22 FY23P
mmmm Real estate credit outstanding at NBFCs/HFCs (Rs trillion) YoY change

Source: Company reports, CRISIL Research
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Real estate loans at NBFCs amounted to Rs 1.6 trillion as of fiscal 2022, which forms ~58% of total NBFC/HFC
wholesale credit. The real estate credit declined by 4-8% per annum over last three fiscals primarily on account
of increase in asset quality stress and impact of pandemic induced lockdowns in last two fiscals affecting
construction activities. However, it is pertinent to note that, the impact would have been much worse without
government interventions. Incentives such as historically low repo rates, stamp-duty reduction by a few state
governments and price cuts by developers aided in improvement in sales.

Given the overall financial profile of real estate industry and differentiated performance of large established
players vis-a-vis rest of the market, lenders view on these two set of developers will vary. While small and mid-
sized players continue to struggle with higher inventory and limited fund availability, financial profile of large
established developers is better due to customer preference, deleveraging observed during previous two fiscals
and availability of funds at lower cost compared to small and mid-sized players.

The overall debt quantum of listed players has declined from Rs 0.68 trillion in fiscal 2019 to Rs 0.55 trillion in
fiscal 2020 and further to Rs. 0.47 trillion in fiscal 2021. At an aggregate level, the real estate book of NBFCs
declined by 8% during fiscal 2022, led by muted fresh disbursements and players reducing their exposure to the
real estate portfolio. With improvement in construction activity and increasing new launches, led by large
established developers, the real estate lending at NBFCs is likely to improve on a low base with moderate growth
of 4-6% in fiscal 2023. For fiscal 2024, credit growth is expected at 5-7% with continuing new launches and
construction activity.

Residential real estate growth to stabilise in FY23 and FY24, after ~35-40% growth in FY22 growth on a
low base

(msf) Sale in top 10 cities (million sq ft)
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Source: Company reports, CRISIL Research

Note: Top 10 cities include — Mumbai MMR, Bangalore, Pune, NCR, Kolkata, Hyderabad, Chennai, Kochi,
Chandigarh, and Ahmedabad.

In fiscal 2021, Covid-19 hit real estate segment hard with lockdowns, leading to a 26% decline in primary sales
in the top 10 cities. The impact would have been much worse without government interventions. Incentives such
as lower repo rates, stamp duty reduction by a few state governments, and price cuts by developers led to an
improvement in sales in the second half of fiscal 2021. Further, during fiscal 2022, with the increase in housing
demand, sales in the top 10 cities to have grown by ~35-40% in fiscal 2022. Further, with the expectation of an
increase in repo rates by over and above already 190 bps increased until September 2022 will have an impact on
affordability during fiscal 2023. CRISIL Research expects the sales to be in range of 3-8% during fiscals 2023
and ~5% during fiscal 2024.
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NBFCs to lose market share to banks in real estate portfolio

Credit growth of Real estate loans (% yoy)
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Source: Company reports, CRISIL Research
Note: Credit deployment data published by RBI has undergone revision with effect from January 2021. Hence,
comparable banking numbers for previous fiscal are revised accordingly.

Prior to fiscal 2019, NBFCs aggressively expanded their real estate portfolio, but the NBFC crisis affected their
books hard. After fiscal 2019, banks started expanding their portfolio, as result of which, NBFCs which held
market share of 43% in fiscal 2019 currently hold a share of 35% in fiscal 2022. CRISIL Research expects NBFCs
/ HFCs to post moderate growth in real estate finance at 4-6% during fiscal 2023 and 5-7% during fiscal 2024
with revival in lending to renowned and stronger developers leading to decrease in share of NBFCs/HFCs by ~100
bps over next two fiscals to 34%.

Asset quality

The overall stress in the real estate and corporate segments is highest compared with other segments. CRISIL
Research estimates overall stress in the wholesale book to be high. This includes contractual moratorium, book
under extension by “date for commencement for commercial operations (DCCO) extension” and book that is
estimated to have opted for one-time restructuring.

Wholesale - Industry overview
Government support and regulations

Government support in the form of restructuring and moratoriums will be beneficial to wholesale lenders over
short term, due to significant stress in the segment, worsened by the Covid-19 crisis. Over the long term, the
wholesale finance segment is expected to undergo major structural shifts.

Moratorium and restructuring:
The Reserve Bank of India’s (RBI) move on one-time loan restructuring helped soften the pandemic’s impact on
the asset quality of NBFCs. Stressed real estate developers have been offered multiple resolution strategies

1. Even prior to Covid-19, 10-15% of real estate loans were under moratorium. This is called contractual
moratorium, which comes under business-as-usual restructuring.

2. In February 2020, the RBI allowed NBFCs to extend the Date of Commencement of Commercial
Operations (DCCO) by one year. Under this, developers who are unable to start commercial operations
due to external factors that are outside the control of promoters, can extend the repayment of loans by
one year.

3. In May 2020, the RBI announced a resolution framework for Covid-19-related stress (commonly
known as One-Time Restructuring - OTR). While DCCO provides only extension of repayment by one
year, OTR includes other options for developers, such as extension of tenure, recalibration of interest
rates, and offering further moratorium. This framework was reintroduced again in May 2021 due to the
second wave of Covid-19.
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SWAMIH Fund:

The Ministry of Finance on September 14, 2019, announced a number of steps to revive the real estate sector and
boost economic growth. One among those is SWAMIH Fund (Special Window for Completion of Construction
of Affordable and Mid-Income Housing Projects Fund). Accordingly, an alternative investment fund (AIF) of Rs
25,000 crore — to provide last-mile funding for stalled affordable-housing and mid-level projects - was created for
investments, primarily in the form of non-convertible debentures. The objective of the scheme is to trigger last-
mile construction of stalled units and ensure delivery to the home buyers.

Status of SWAMIH Fund (as of March 2022)

e Noof e No of Dwelling e Funding Sanctioned/
® Parameters ] .
projects Units Funded Rs Bn
e  Granted Final Approval e 111 e 63,716 e 110
e Granted Preliminar
minary o 142 o 83662 o 132
Approval

®  Progress as of March

g 253 o 147378 o 242

2022
Source: Ministry of Finance, CIRISL Research
Key challenges

+ Few players dominate wholesale book; a few slippages can result in

Current stressed and high level of gross NPAs
concentrated «  Currently, most of the developer segment is stressed visible in
portfolio higher moratoriums, higher NPAs

+ Many players announced their strategy to exit the wholesale portfolio

* Due to increasing asset quality concerns in wholesale segment and
liquidity crunch, repayments will have to be made through the actual
cash flows received from the borrowers

* Economic downturn and poor demand in the real estate, borrowers
are witnessing tight cash issues which increases the default risks

Limited refinancing
avenues

Source: Industry reports, CRISIL Research
Structural shifts

The stress in the wholesale segment is clearly visible in the higher NPAs and moratorium levels. Over years, most
HFCs and NBFCs have announced their strategy/focus to reduce their wholesale exposure. This will open up
opportunistic investments for private equity funds.

4 N\

Equity infusion Land monetization

Resolution of
stressed cases

JV with large developers SWAMIH Fund
- J

Source: CRISIL Research
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OUR BUSINESS

Some of the information contained in the following discussion, including information with respect to our plans
and strategies, contain forward-looking statements that involve risks and uncertainties. You should read
“Forward-Looking Statements” on page 19 of this Draft Shelf Prospectus for a discussion of the risks and
uncertainties related to such statements and also “Risk Factors” on page 21 of this Draft Shelf Prospectus for a
discussion of certain factors that may affect our business, financial condition or results of operations. Our actual
results may differ materially from those expressed in or implied by these forward-looking statements.

Our fiscal year ends on March 31 of each year, and references to a particular fiscal are to the 12 months ended
March 31 of that year. Unless otherwise indicated, the financial information included herein is based on our
Reformatted Financial Statements as at and for Fiscals 2022, 2021, and 2020, and our six-months Limited Review
Financial Results as at and for the six-month period ended September 30, 2022. For further information, see
“Financial Statements” on page 226 of this Draft Shelf Prospectus.

Unless otherwise indicated, industry and market data used in the context of NBFCs in this section has been derived
from the industry report titled “NBFC Report” dated November 2022 prepared and issued by CRISIL Limited on
an “as is where is basis” (the “CRISIL Report”).

The following information is qualified in its entirety and should be read together with the more detailed financial
and other information included in this Draft Shelf Prospectus, including the information contained in “Financial
Information” and “Risk Factors” on pages 226 and 21, respectively, of this Draft Shelf Prospectus. Except as

indicated otherwise, all references in this section to “we”, “us”, “our” or “our Company” are to Indiabulls
Commercial Credit Limited, and its Subsidiary, as appropriate.

OVERVIEW

Our Company’s Evolution

Our Company, as an incorporated legal entity came into existence on July 7, 2006, under the Companies Act,
1956, having been registered on such date with the Registrar of Companies, National Capital Territory of Delhi
and Haryana under CIN U65923DL2006PLC150632 with the name Indiabulls Commercial Credit Limited.

The name of the Company was changed to Indiabulls Infrastructure Credit Limited on January 21, 2009, and
further changed to Indiabulls Commercial Credit Limited on March 12, 2015. The RBI had issued us a certificate
of registration bearing No. N-14.03136 on February 12, 2008, to carry on the business of NBFC without accepting
public deposit, and consequent to the change in the name of the Company, RBI had issued us a fresh certificate
of registration bearing No. N-14.03136 on April 16, 2015.

Our Business

We are a non-deposit taking NBFC registered with the RBI and a 100% subsidiary of IHFL, a listed housing
finance company (“HFC”). We are also a notified financial institution under the SARFAESI Act.

We focus primarily on long-term secured mortgage-backed loans. We predominantly offer mortgage loans, which
comprise loans against property and corporate mortgage loans, as well as personal loans. Our target client base
comprises salaried and self-employed individuals as well as small and medium-sized enterprises. We offer
mortgage loans to real estate developers in India in the form of lease rental discounting for commercial premises
and construction finance. As on March 31, 2022, our Loan book was %10,950.30 crores, 74% of which comprised
mortgage loans. Personal loans, as a product line of our business, have been discontinued and our vintage book is
in run-down mode.
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Set forth below is the split of our Loan Book™* as on September 30, 2022, March 31, 2022, March 31, 2021, and
March 31, 2020:
(T in crores)

) As of As of March 31,
Particulars September
30, 2022 2022 2021 2020

Type of Loan

Secured 6,367.95 7,843.29 9,596.36 9,534.34
Unsecured 2,250.05 2,835.22 2,846.92 2,288.26
Products

Loans Against Property/ MSME 4,316.77 4,872.34 5,235.89 4,170.99
Corporate Mortgage Loans 3,945.22 5,277.90 6,452.03 6,191.93
Personal Loans 356.01 528.27 755.36 1,459.68

*Excluding interest and provisions.

As of September 30, 2022, we had 36 branches spread across India, out of which 28 premises are our parent’s
branches, where we have been granted access to certain workstations under a memorandum of understanding with
IHFL. Our network (including that of parent company IHFL) gives us a pan-India presence across Tier I, Tier Il
and Tier Il cities in India which also allows us to interact with and service our customers at the local level, whilst
ensuring that credit decisions are taken at regional hubs in accordance with defined and identified internal
parameters and protocols as per our retail credit and commercial credit policies. We rely on internal as well
external channels for sourcing customers. We have arrangements with 956 direct sales agents and channel partners
for referring potential customers, which source 65% of our customers. The remaining customers are sourced
through our in-house direct sales team, comprising over 2,200 employees across our network (including that of
IHFL). Our Company draws upon a range of resources from IHFL for procuring customers, such as IHFL’s sales
team, branches, relationships with business associates, etc.

Our borrowings as at September 30, 2022, March 31, 2022, March 31, 2021 and March 31, 2020, amounted to
%7,534.98 crores, 37,563.21 crores, ¥7,823.05 crores and %8,878.06 crores, respectively. We rely on long-term
and medium-term borrowings from banks, amongst others, including issuances of non-convertible debentures.
We have a diversified lender base comprising public sector undertakings (“PSUS”), private banks, mutual funds,
provident funds, pension funds and others. We also sell down parts of our portfolio through securitization and/or
direct assignment of loan receivables primarily to various banks, which results in an additional source of liquidity
for us.

We have long-term credit ratings of “AA; Stable” from CRISIL, “AA; Negative” from CARE Ratings Limited
(“CARE Ratings”) and “BWR AA+ /Stable” from Brickwork Ratings India Private Limited (“Brickwork”) (for
the long-term loans and non-convertible debentures) and “[ICRA]JAA (Stable)” from ICRA (for our retail non-
convertible debentures). Additionally, we have a credit rating of “AA; Stable” from CRISIL, “AA; Negative”
from CARE Ratings and “BWR AA+ /Stable” from Brickwork in relation to our subordinated debt programme.
We also have a credit rating of “CRISIL A1+” from CRISIL, “CARE Al+” from CARE Ratings, and “BWR
A1+ from Brickwork in relation to our commercial paper borrowing.

The following table sets forth details of our non-performing loans as a percentage of loan book as at September
30, 2022 and March 31, 2022, 2021 and 2020:

_ As at As at March 31,
Particulars September
30, 2022 2022 2021 2020
% of gross NPAs to loan book 3.33% 2.38% 4.91% 2.90%
% of net NPASs to loan book 2.49% 1.79% 3.20% 2.26%

As of September 30, 2022, and March 31, 2022, 2021, and 2020, our capital to risk (weighted) assets ratio
(“CRAR”) was 50.22%, 47.73%, 34.48% and 32.44%, respectively.
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For the six months ended September 30, 2022, and the Fiscal Years 2022, 2021, and 2020, our total revenue from
operations was 3936.89 crores, 21,833.08 crores, 31,619.41 crores and 32,190.47 crores, respectively and our net
profit after taxes was 3236.90 crores, ¥508.22 crores, ¥139.04 crores and %19.81 crores, respectively.

The following table sets forth our revenue from operations for the financial years ended March 31, 2022, March
31, 2021, March 31, 2020 and the half-year ended September 30, 2022:
(X in crores)

HY ended FY ended March 31,
Particulars September

30, 2022 2022 2021 2020
Revenue from Operations 936.89 1,833.08 1,619.41 2,190.47

We have implemented a robust risk management architecture which is reflected in our asset quality. Over years,
we have studied and developed credit assessment models for various types of customers. This has helped us reduce
subjectivity in forecasting the future income of potential customers, thus enabling robust credit underwriting. We
have leveraged technology in various facets of our operations and have robust systems and processes to assist us
with our underwriting and collections functions and to monitor asset quality. These systems and processes are
also technology enabled with a view to ultimately digitize the entire life cycle of a loan from origination to closure.
We have also implemented digitized collection models, which has led to an increase in our collection efficiencies.

Our key operating and financial metrics as at March 31, 2022, 2021 and 2020 were as follows:

Z In crores unless otherwise stated

As at and for the year ended March

Parameters 31,
FY 2022 FY 2021 | FY 2020

Balance Sheet
Property, plant and equipment and other intangible assets 1.71 2.64 7.28
Investments 1,001.01 949.87 1,590.43
Cash and cash equivalents 324.22 1,809.93 2,000.27
Financial assets (excluding Cash and cash equivalents and 10,849.81 | 12,391.91 | 11,888.40
Investments) )
Non-financial assets (excluding property, plant and equipment and 966.90 718.91 900.92
other intangible assets) @
Total Assets 13,143.65 | 15,873.26 | 16,387.30
Debt Securities 2,159.42 | 2,192.77 2,440.38
Borrowings (other than debt securities) 5,053.79 | 5,280.88 | 6,088.82
Subordinated liabilities 350.00 349.40 348.86
Financial liabilities (excluding debt securities, borrowings (other 291.13 | 3,407.28 | 3,067.28
than debt securities) and subordinated liabilities) )
Current tax liabilities (net) 51.82 1.05 3.52
Provisions 4.94 4.83 5.67
Deferred tax liabilities (net) - - -
Other Non-Financial Liabilities 167.71 83.85 25.82
Equity (equity share capital and other equity) 5,064.84 | 4,553.20 | 4,406.95
Total liabilities and equity 13,143.65 | 15,873.26 | 16,387.30
Statement of Profit and Loss
Total revenue from operations 1,833.08 1,619.41 2,190.47
Other income 8.80 13.53 0.81
Total Expenses 1,229.34 1,480.15 2,164.03
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As at and for the year ended March

Parameters 31,

FY 2022 FY 2021 | FY 2020
Profit for the Year 508.22 139.04 19.81
Other comprehensive (loss) /income (0.14) 0.28 (0.05)
Total comprehensive Income for the Year 508.08 139.32 19.76
Earnings per equity share
Basic (Rs.) 20.51 5.61 0.80
Diluted (Rs.) 20.51 5.61 0.80
Cash Flow
Net cash generated from operating activities (A) 376.62 20.31 5,217.70
Net cash (used in)/from investing activities (B) (150.81) 851.68 | (1,596.72)
Net cash (used in) financing activities (C) (1,711.52) | (1,062.33) | (2,108.87)
Net increase / (decrease) in cash and cash equivalents (D)=(A+B+C) (1,485.71) (190.34) 1,512.11
Cash and cash equivalents at the beginning of the year (E) 1,809.93 2,000.27 488.16
Cash and cash equivalents at the close of the year (D + E) 324.22 1,809.93 2,000.27
Additional information
Net worth 4 5,064.84 | 4,553.20 | 4,406.95
Loan Book 10,950.30 | 12,640.72 | 11,974.26
Interest income (Including treasury income)# 1,822.50 1,617.09 2,184.73
Interest expense 932.45 990.66 | 1,147.99
Finance costs 941.48 997.29 1,158.18
Impairment on financial instruments 248.92 426.88 952.92
Gross NPA (%)* 2.38% 4.91% 2.90%
Net NPA (%)** 1.79% 3.20% 2.26%
CRAR - Tier I Capital (%)* 44.55% 31.44% 29.54%
CRAR - Tier Il Capital (%)* 3.18% 3.04% 2.89%
Off balance sheet assets-loans assigned 2,418.03 1,366.96 1,739.25
Total debts to total assets © 57.54% 49.28% 54.18%
Debt service coverage ratios 1.92 1.59 1.85
Interest coverage ratio () 223.89% | 171.55% | 190.15%
Provisioning & write-offs 248.92 426.88 952.92
Bad debts to loan assets ©® 2.84% 0.26% 7.03%

Notes:

(1) Financial assets (excluding Cash and cash equivalents and Investments) = Bank balance other than Cash and cash

equivalents + Receivables + Loans + Other financial assets.

(2) Non-financial assets (excluding property, plant and equipment and other intangible assets) = Current tax assets (net) +
Deferred tax assets (net) + Right-of-use assets + Other Non-financial assets + Assets held for Sale
(3) Financial Liabilities (excluding Debt Securities, Borrowings (other than Debt Securities) and Subordinated liabilities) =

Trade Payables + Other financial liabilities.
(4) Net Worth = Equity share capital + Other equity

(5) Interest Cost = Interest on Debt Securities+Interest on Borrowings (other than debt)+Interest on Subordinated

liabilities+Interest on leased liability+Other interest expenses.

(6) Total Debts to Total assets = (Debt Securities + Borrowings (other than Debt Securities)+Subordinated liabilities)/Total

Assets

(7) Interest coverage ratio = Profit before tax, non cash expenses and Interest Cost /Interest Cost

(8) Bad Debts to Loan Assets = Bad Debts/ Loans
* Gross NPA% = Gross NPA/(loan book).
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** Net NPA% = (Gross NPAs less provisions for ECL on NPAs)/(loan book).

# Interest Income (Including Treasury Income) = Interest Income + Dividend Income + Net gain/(loss) on fair value changes
+ Net gain on derecognition of financial instruments under amortised cost category.

## Computed in accordance with the RBI Directions.

Our key operating and financial metrics as at September 30, 2022 are as follows:

Z In crores unless otherwise stated

As at and for the
Parameters period ended
September 30, 2022

Balance Sheet

Property, plant and equipment and other intangible assets 1.60
Investments 998.41
Cash and cash equivalents 741.91
Financial assets (excluding cash and cash equivalents and Investments) 8,888.33
Non-financial assets (excluding property, plant and equipment and other intangible 2,619.46
assets) @

Total assets 13,249.71
Debt securities 2,661.56
Borrowings (other than debt securities) 4,523.22
Subordinated liabilities 350.22
Financial liabilities (excluding debt securities, borrowings (other than debt 254.41

securities) and subordinated liabilities) )
Current tax liabilities (net) -

Provisions 29.91
Deferred tax liabilities (net) -
Other Non-Financial Liabilities 157.88
Equity (equity share capital and other equity) 5,272.53
Total liabilities and equity 13,249.71
Statement of Profit and Loss

Total revenue from operations 936.89
Other income 0.22
Total expenses 625.98
Profit for the period 236.90
Other comprehensive (loss) /income -
Total comprehensive income for the period 236.90
Earnings per equity share

Basic (Rs.) 9.56
Diluted (Rs.) 9.56
Cash Flow

Net cash generated from operating activities (A) 2,220.30
Net cash (used in) investing activities (B) (1,804.61)
Net cash from financing activities (C) 2.00
Net increase / (decrease) in cash and cash equivalents (D)=(A+B+C) 417.69
Cash and cash equivalents at the beginning of the year (E) 324.22
Cash and cash equivalents at the close of the year (D + E) 741.91
Additional information

Net worth ) 5,272.53
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As at and for the

Parameters period ended

September 30, 2022
Loan book 8,846.99
Interest income (including treasury income)* 926.25
Interest expense (5) 407.81
Finance costs 427.30
Impairment on financial instruments 183.17
Gross NPA (%)* 3.33%
Net NPA (%)** 2.49%
CRAR - Tier | Capital (%)# 46.99%
CRAR - Tier Il Capital (%)* 3.23%
Off balance sheet assets-loans assigned 3,740.54
Total debts to total assets © 56.87%
Debt service coverage ratios 2.16
Interest coverage ratio () 222.51%
Provisioning & write-offs 183.17
Bad debts to loan assets © 0.05%

Notes:

(1) Financial assets (excluding Cash and cash equivalents and Investments) = Bank balance other than Cash and cash
equivalents + Receivables + Loans + Other financial assets.

(2) Non-financial assets (excluding property, plant and equipment and other intangible assets) = Current tax assets (net)
+ Deferred tax assets (net) + Right-of-use assets + Other Non-financial assets + Assets held for Sale

(3) Financial Liabilities (excluding Debt Securities, Borrowings (other than Debt Securities) and Subordinated liabilities)
= Trade Payables + Other financial liabilities.

(4) Net Worth = Equity share capital + Other equity

(5) Interest expense = Interest Cost = Interest on Debt Securities+Interest on Borrowings (other than debt)+Interest on
Subordinated liabilities+Interest on leased liability+Other interest expenses.

(6) Total Debts to Total assets = (Debt Securities + Borrowings (other than Debt Securities)+Subordinated
liabilities)/Total Assets

(7) Interest coverage ratio = Profit before tax, non cash expenses and Interest Cost /Interest Cost

(8) Bad Debts to Loan Assets = Bad Debts/ Loans

* Gross NPA% = Gross NPA/(loan book).

** Net NPA% = (Gross NPAs less provisions for ECL on NPAs)/(loan book).

# Interest Income (Including Treasury Income) = Interest Income + Dividend Income + Net gain/(loss) on fair value
changes + Net gain on derecognition of financial instruments under amortised cost category.

## Computed in accordance with the RBI Directions

Corporate Structure

Indiabulls Housing Finance
Limited

l 100% subsidiary Company

Indiabulls Commercial Credit Limited

Our Company had one subsidiary, Indiabulls Asset Management Mauritius, which was declared defunct on July
18, 2022, upon its dissolution by the respective jurisdictional authorities in the country of incorporation.
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Our Strengths

Our primary strengths are as follows:
Support from parent and strong operational and business linkages within Indiabulls group:

We operate under the “Indiabulls” brand name, which is a reference to the Indiabulls group of companies, a
diversified set of businesses in the financial services and securities sectors, which provides brand recall and
enables us to derive significant marketing and operational benefits by association to the Indiabulls group.

We believe that being part of the Indiabulls group significantly enhances our ability to attract new clients and the
brand value and scale of the business operations of the Indiabulls group provides us with an advantage in an
increasingly competitive market. We intend to continue to leverage the brand value of the Indiabulls group to
grow our business.

We are a wholly owned subsidiary of our Promoter, IHFL. Our Company draws upon a range of resources from
IHFL, such as key management, common business, credit and sales teams, treasury operations, branches,
information technology, business relationships and infrastructure. We leverage IHFL’s experience in the various
facets of the financial services sector which allows us to understand market trends and mechanics and helps us in
designing our products to suit the requirements of our target customer base as well as to address opportunities that
arise out of changes in market trends. In addition, our Promoter has made regular equity infusions in our Company,
depending on the business needs of our Company.

Stable financial performance, capitalization and credit ratings

In the past, our Company's growth has been fairly substantial. In the Fiscal Year 2022, our revenue from operation
grew by 13.19%, from X1,619.41 crores in Fiscal Year 2021 to 1,833.08 crores in Fiscal Year 2022. As at
September 30, 2022 and March 31, 2022, our Loan book was %8,846.99 crores and %10,950.30 crores,
respectively. As at September 30, 2022 and March 31, 2022, our borrowings (being the sum of the Debt securities,
Borrowings (other than debt securities) and Subordinated liabilities of the Issuer) outstanding were %7,534.98
crores and ¥7,563.21 crores, respectively.

In the six months ended September 30, 2022 and the year ended March 31, 2022, we earned 3236.90 crores and
%508.22 crores, respectively, as net profit after taxes. As of September 30, 2022, our CRAR (%) was 50.22%, as
against the regulatory minimum requirement of 15 per cent. For more information on our CRAR, please refer to
“Our Business - Capital Adequacy ” on page 162 of this Draft Shelf Prospectus.

We have long-term credit ratings of “AA; Stable” from CRISIL, “AA; Negative” from CARE Ratings Limited
(“CARE Ratings”) and “BWR AA+ /Stable” from Brickwork Ratings India Private Limited (“Brickwork”) (for
the long-term loans and non-convertible debentures) and “[ICRA]JAA (Stable)” from ICRA (for our retail non-
convertible debentures). Additionally, we have a credit rating of “AA; Stable” from CRISIL, “AA; Negative”
from CARE Ratings and “BWR AA+ /Stable” from Brickwork in relation to our subordinated debt programme.
We also have a credit rating of “CRISIL A1+” from CRISIL, “CARE Al+” from CARE Ratings, and “BWR
Al+” from Brickwork in relation to our commercial paper borrowing.

We believe that our strong financial record and high credit ratings position us to take advantage of the growth in
the NBFC industry, provide us with significant competitive advantages, contribute to the growth of our business
and provide a high degree of comfort to our stakeholders.

Access to diversified funding sources

Over the years, we have developed a diversified funding base and have established strong relationships with our
lenders. Our lenders include PSU and private banks, mutual funds, insurance companies, provident funds and
pension funds, amongst others.

As at September 30, 2022 our borrowings (other than debt securities) were ¥4,523.22 crores, debt securities were
%2,661.56 crores and subordinated liabilities were ¥350.20 crores. We fund our capital requirements through
multiple sources. Our primary sources of funding are long-term loans and issuances of non-convertible
debentures. In addition, we sell down parts of our portfolio through the securitisation or direct assignment of loan
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receivables to various banks and other financial institutions, which is another source of liquidity for us. As at
September 30, 2022, our borrowings (i.e., the sum of debt securities, borrowings (other than debt securities) and
subordinated liabilities) were through banks and financial institutions (59.99%), issuances of debentures and other
debt instruments, including subordinated debt (39.97%) and lease liability (0.04%).

We believe that our strong financial performance, capitalisation levels and high credit ratings give comfort to our
lenders and enable us to borrow funds at competitive rates, thereby lowering our overall cost of borrowings.

Prudent credit and collection policies

Our credit policies specify the types of loans to be offered, the documentary requirements and limits placed on
loan amounts. We have separate policies tailored for retail loans and commercial loans. These policies are aimed
at supporting the growth of our business by minimising the risks associated with growth in our loan book. We
have also established protocols and procedures to be followed when engaging with customers, as well as to
determine the authority and levels to which credit decisions can be taken at various offices. Over the years, we
have gained significant experience in mortgage loan underwriting and this is now a key contributor to our business.

We also have an experienced collection team, which has, with the support of our legal team, enabled us to maintain
high collection efficiencies through economic cycles. Our centralized credit analysis processes combined with our
dedicated collection team help maintain the quality and growth of our total loan book.

As at September 30, 2022, gross NPASs as a percentage of our loan book were 3.33% and our net NPAs (which
reflect our gross NPAs less ECL provisions for NPAs, as a percentage of Loan book) were 2.49%.

For further details on our information security measures, please see “— Liability Management — Operational Risk
Management” on page 163 of this Draft Shelf Prospectus.

Expertise in Providing Loans against Property to Self-Employed Individuals and Small Businesses

We primarily provide loans against property to self-employed individuals, proprietorships and businesses. These
loans are secured against the cash-flow of businesses and through mortgages of, among others, business premises
and self-occupied residential properties of customers. We have over 6 years of experience with loans against
property (“LAP”), with demonstrated portfolio performance across business cycles including demonetisation,
GST transition as well as the recent liquidity squeeze.

We believe that the speed of underwriting LAP loans by NBFCs will be a catalyst for growth of the LAP market.
Specifically, since the implementation of goods and services tax (“GST”) in India, the filing of GST returns has
been made mandatory for SMEs with turnover of over 240 lakh and involved in the intra-state supply of goods.
We believe that the ready availability of historical GST returns for verification from a reliable source, will make
underwriting a loan for a product as complex as LAP a quicker and safer. We ultimately believe that our
experienced team and processes are well-positioned to take advantage of the new opportunities in the LAP market.

We have developed an in-depth understanding of the requirements of customers in these regions and methods to
determine their credit worthiness. Over years, we have studied and developed credit assessment models specific
to over different types of customer profiles. Some of our profiles are customized to regions and specific types of
employment. We update these profiles on a frequent basis for regional and local market specific developments
and macro disruptions. This has helped us reduce subjectivity in forecasting the future income of potential
customers, thus enabling robust credit underwriting. We believe that on account of our domain expertise, we have
been able to effectively serve customers, grow our business and create a business model.

Our Strategy
Set forth below are the elements of our medium to long-term business strategy.

Leverage our financial strength and ratings to increase our competitiveness, diversify our funding mix and
reduce our funding costs

Our cost of borrowings is driven by our credit ratings, our financial discipline and our business performance. We
have long-term credit ratings of “AA; Stable” from CRISIL, “AA; Negative” from CARE Ratings Limited
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(“CARE Ratings”) and “BWR AA+ /Stable” from Brickwork Ratings India Private Limited (“Brickwork”) (for
the long-term loans and non-convertible debentures) and “[ICRA]JAA (Stable)” from ICRA (for our retail non-
convertible debentures). Additionally, we have a credit rating of “AA; Stable” from CRISIL, “AA; Negative”
from CARE Ratings and “BWR AA+ /Stable” from Brickwork in relation to our subordinated debt programme.
We also have a credit rating of “CRISIL Al+” from CRISIL, “CARE Al1+” from CARE Ratings, and “BWR
A1+ from Brickwork in relation to our commercial paper borrowing. Based on our ratings, we expect to continue
to source funding at competitive rates from the debt markets. We believe that this competitive pricing combined
with our loan service levels will allow us to attract more customers with good credit records, to grow our portfolio
and attain a higher incremental market share.

We also seek to continue to use a variety of funding sources to optimize funding costs, protect interest margins
and maintain a diverse funding portfolio that will enable us to further achieve funding stability and liquidity.

Our funding mix is as follows:
(X in crores)

As at As at March 31,
Source of funding September

30, 2022 2022 2021 2020
Loans from banks and others* 4,519.93 5,050.45 5,277.05 6,083.10
Debentures 2,661.56 2,159.42 2,192.77 2,440.38
Subordinated debt 350.20 350.00 349.40 348.86
Lease Liability 3.29 3.34 3.83 5.72
Total 7,534.98 7,563.21 7,823.05 8,878.06

*Loans from banks and others includes cash credit facility/working capital demand loans/ overdraft from banks, loans from
related parties and securitisation liability.

Collaboration with banks for LAP loans

As a consequence of the tightening of liquidity conditions and macro disruptions, we believe that a successful
retail business will have to go through a cyclical shift wherein asset-heavy balance sheets and high leverage levels
will have to transform into leaner balance sheets by following an asset light model of business. Accordingly, we
intend to follow an asset-light growth model, comprising two elements: co-origination with banks; and increased
portfolio sell-downs.

We aim to originate LAP loans which we can then securitise to banks and other financial institutions. Of all the
LAP loans originated, only about one-third will stay on-balance sheet while the rest will be off-balance sheet (i.e.,
either securitised or onward lent by us). Thus, we believe the asset-light model will be return on equity accretive.
As of September 30, 2022, we have sourced for LAP loans under the co-lending agreements with various banks
with disbursals scaling up.

Co-origination model

Pursuant to the RBI’s policy on co-origination by banks and NBFCs for priority sector lending, we have entered
into co-origination arrangements with various banks for LAP loans and are in discussions with certain other banks
regarding such arrangements. We believe these banks are looking to grow their loan book and we can offer them
cost-efficient distribution and quality underwriting of loans. The co-origination model involves the sharing of
risks and rewards between banks and NBFCs, through 80:20 participation, whereby 80% of the loan is provided
by the bank and the remaining 20% is provided by NBFCs. Accordingly, for our co -originated loans, we recognise
20% of the total loan amount on our balance sheet. As the customer gets a rate that is a blend of 80% bank rate
and 20% ours, we believe we can realise a healthy yield while the yield for the end-customer still remains very
reasonable and competitive. The credit policy for co-originated loans is jointly prepared by the bank and us.

Under this model, we earn a spread on our portion of the loan (i.e., 20% of the total loan amount). In addition, we
also receive a processing fee from the customer, an origination fee from the bank (on their 80% of the loan
amount), annual servicing fees from the bank (on their 80% of the loan amount) and insurance income in relation
to insurance provided to the customer.
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Sell-down

We have sell down relationships with 16 financial institutions, primarily banks, that are well acquainted with our
portfolio and underwriting quality. We sell down loans at a spread from the yield received from end customers.
This spread is earned on 100% of the sold loans, while only 10% to 20% of such loans remain on our balance
sheet. While we have consistently been selling down loans in the past, going forward, our strategy is to further
increase the sell down portion of our portfolio.

Continue to maintain prudent risk management policies for our loan book

Risk management forms an integral part of our business. We believe that the success of our business is dependent
on our ability to consistently implement and streamline our risk management policies. As a lending institution,
we are exposed to various risks that are related to our lending business and operating environment. We have
implemented a robust risk management architecture which is reflected in our asset quality. Over years, we have
studied and developed credit assessment models for various types of customers. This has helped us reduce
subjectivity in forecasting the future income of potential customers, thus enabling robust credit underwriting. We
have leveraged technology in various facets of our operations and have robust systems and processes to assist us
with our underwriting and collections functions and to monitor asset quality.

We continue to improve our internal policies and implement them rigorously for the efficient functioning of our
business. 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 sub-committees including 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, and required term cover for insurance.

As we focus on building a large loan book with low credit risk, we will continue to maintain strict risk management
standards to reduce credit risks and promote a robust recovery process.

Leverage on technology to improve customer reach and operating efficiency

We also intend to further develop and strengthen our technology platform to support our growth and improve the
quality of our services. We will continue to update our systems and use latest technology to streamline out credit
approval, administration and monitoring processes to meet customer requirements on a real-time basis. We believe
that improvements in technology will also reduce our operational and processing time, thereby improving our
efficiency and allowing us to provide better service to our customers.

OUR LENDING AND OTHER FINANCIAL PRODUCTS
Our lending products primarily include loans against property and corporate mortgage loans. As of March 31,
2022, mortgage loans (comprising of loans against property and corporate mortgage loans) constituted 74% of

our loan book. Average ticket size of the loans is ¥1.84 crores.

The following table sets forth the split between of the products offered by the Company as well as their average
tenure:

(X in crores
Parameters As at March 31, As at September | Average Tenure
2022 30, 2022
Commercial Real Estate 5,277.90 3,945.22 3-4 Years
LAP/Others 4,872.34 4,316.77 7-8 Years
Personal Loans 528.27 356.01 NA
Total 10,678.51 8,618.01 -
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Loans against Property

We provide loans against property primarily to self-employed individuals, proprietorships and small businesses
for working capital or business expansion needs. The loans are secured against business cash flow or with a
mortgage against a self-occupied residential/ commercial /mixed use property owned by the customer. The
minimum loan amount for retail LAPs is %5 lakhs and the maximum loan amount varies as per the underwriting
methods/programmes. The average tenure of the loans offered under this product is eight years.

Corporate Mortgage Loans

We extend large ticket loans to business entities (mainly developers of residential projects) or corporates with the
end - use of funding of working capital gap for residential project completion or for corporate purposes. These
loans are assessed on multiple parameters like past earnings, future prospects, expected cash flows of project
being undertaken, promoter experience, business sustainability and strength of the underlying collateral. The
maximum permissible Loan to Value Ratio (“LTV”) for such loans is 75% of the security cover. The maximum
loan amount is governed by the single borrower limit (SBL) & group borrower limit (GBL) norms issued by RBI.
The average tenure of the loans offered under this product is around four years. The tenor is maintained in line
with expected cash flows of the project and is restricted to estimated project completion, inclusive of principal
moratorium period (if any).

We provide finance to real estate developers through corporate mortgage loans. Corporate mortgage loans are
made available through two main types of structures: (i) construction finance and (ii) lease rental discounting
loans for commercial properties.

The collateral security for these loans usually include:

e Project land & rights related to development

e Residential/ commercial property

e Non-Agricultural approved land

Pledge on shares of the SPV or key operating entity of the promoter group
Personal guarantee of the promoters

Corporate guarantee of key promoter group entities

Hypothecation of project/rental receivables

Hypothecation of other current and fixed assets of the borrower.

Equitable mortgage by deposit of all original title documents of the project
Registered mortgage (RM) along with the deposit of all title deed
Additional collateral as deemed fit on case-to-case basis.

Additional collateral to the project may be mandated as per sanction condition.

a) Construction Finance

Under construction finance or project finance, funding is for the construction of residential or commercial
premises. Term loans are extended to developers for competition of their residential or commercial projects basis
the projected sales cash-flows of the project. The land and the housing/ commercial units and/ or projects being
constructed, as well as all the sales and other receivables from such units and/ or projects are mortgaged or charged
in our favour to secure the loan and other dues. The product is offered to developers having under construction or
near completion projects with substantial sales velocity in the previous quarters.

b) Lease Rental Discounting (“LRD”)

Lease rental discounting loans are loans provided against hypothecation of the rental receivables (which are routed
through an escrow account) of an operational commercial property, which is the primary source of
repayment/payment of the loan and the other dues. The commercial property is also mortgaged to secure the loan
and the other dues. Additionally, the promoter’s guarantee and mortgagor’s shares may be pledged to further
secure the loan and other dues. A key consideration in the credit appraisal process is the enforceability of the
mortgaged property and the other security and the rents receivable from the leased out underlying property is
considered as the basis for income assessment of the entity. The end use for this product is towards the funding
of construction costs of residential projects or business purposes.
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LRD is typically offered against prime commercial buildings in metros since the rentals are from known
corporates and are therefore predictable and have periodic escalations.

Lending Policies and Procedures
Overview

We are an NBFC registered with the RBI, which is the regulator for NBFC in India. The RBI stipulates prudential
guidelines, directions and circulars in relation to NBFCs. For further details, please see “Regulations and Policies”
on page 174 of this Draft Shelf Prospectus.

Within the RBI guidelines, directions and circulars, NBFCs can establish their own credit approval processes. As
such, once a company has obtained an NBFC license, the terms, credit levels, and interest rates of loans and any
credit approvals would be based upon the NBFC's established internal credit approval processes framed in
accordance with applicable regulations by the RBI. Each NBFC undergoes annual inspections by the RBI. The
inspections are exhaustive and can last for a period of three to four weeks during which the regulators review the
NBFC’s adherence to regulatory guidelines, scrutinize the loan book and individual loan files, including security
documents, review the functioning of the Board of Directors and its committees and their adherence to minutes
of various internal meetings, review the NPA and delinquent cases, review and evaluate the credit approval
policies and credit assessment standards, review implementation of decisions and policies of the Board of
Directors and review adherence to prescribed formats in the filing of regulatory reports.

We have a team of experienced officers in our credit appraisal and risk management teams to develop and
implement our credit approval policies. Our credit approval policies focus on credit structure, credit approval
authority, customer selection and documentation provided by the customer. Our risk management and appraisal
systems are regularly reviewed and upgraded to address changes in the external environment.

Customer Appraisal and Approval Process

We have dedicated units that appraise and approve loan applications operating at the branch office, master service
centre and head office levels. Each office must independently approve a prospective customer's loan application
before any loan offer is made. Additionally, our master service centres are staffed by more senior personnel who
are involved in more complex credit decision making. We follow an exhaustive internal appraisal process that
includes, amongst other things, checking the following:

applicant's credit worthiness;

quality, value and enforceability of the collateral,
applicant's repayment sources and ability; and
purpose and end-use of the loan.

We believe that our thorough credit approval process has, in part, allowed us to grow our high-quality loan book
with low delinquency rates.

Retail Loans

The customer appraisal process begins at the branch office level. All applications for retail mortgage loans by
prospective customers must be submitted on our standardised forms. In addition to submitting a duly signed
application form and processing fee cheque, prospective customers are required to submit certain KYC
documents, including proof of name, date of birth, address and signature, as well as documents relating to the
property to be purchased. To be eligible for a retail mortgage loan, each prospective customer must either be
presently employed and receiving a salary from a corporation or be self-employed with an established business
track record and sufficient earnings. Each such prospective customer is also required to provide requisite
documentation for income verification purposes. If salaried, prospective customers are required to submit salary
slips, bank statements and Form 16, a certificate issued to salaried personnel in India by their respective employers
certifying the tax deducted at source from salary disbursements for such employees. If self-employed, prospective
customers are required to submit income tax returns along with financial statements and bank statements.
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Borrowers which are proprietorships or companies are also required to submit certain approvals maintained by
them in respect of their business and operations.

Once a prospective customer has submitted a completed application, credit officers in the branch office verify
various details and empanelled third-party agencies conduct various on-site checks to verify the prospective
customer’s work and home addresses, as well as telephone numbers. We check the credit history and credit
worthiness of the customer on various credit bureaus to ascertain the financial obligations of the customer and to
ensure that the customer has a clean repayment track record, such as consumer credit reports from CIBIL for
delays/defaults by the borrower. We also carry out various reference checks with the customer’s bankers and
debtors, creditors, as well as with the customer’s neighbours. Internally, we check databases for any information
and feedback on the customer. We carry out title and legal checks, including interest checks through filings made
to Central Registry of Securitisation Asset Reconstruction and Security Interest of India, on the collateral to ensure
that it has the first and sole charge on it. We conduct property valuations internally and also engage external
property valuers to assess the property. The lower of the two valuations is considered by the credit officer.
Additional checks are also undertaken by our fraud control unit to make sure that the customer is genuine.

Once the application review process is completed, the loan is sanctioned by the mandated approval authority. A
credit decision is then communicated to the customer.

Before disbursing the loan, we must receive either electronic clearance instructions or post-dated cheques from
the customer for the EMI payments. We also receive an additional cheque for the principal amount of the loan,
which we can present if the loan becomes pre-payable for any reason. Once the direct debit authorizations and/or
cheques have been received, the funds are disbursed to the customer.

Commercial Loans

The business of commercial loans being large ticket in nature is subject to enhanced scrutiny and due diligence
and all transactions are structured under the guidance of a credit committee. All commercial credit loans are
approved by the organization level credit committee. The composition and authority of the committee is approved
and notified by the Board of Directors from time to time. The roles and responsibilities of the credit committee
have been detailed as follows:

1. Review of the case details/ loan proposal and inputs from the various departments. The committee reviews
assessment of the proposal basis eligibility & underwriting parameters, due diligence & background checks
of the borrower, legal & technical parameters and inputs from the risk team on the deal structure

2. Review of timely and accurate adherence to the sanction conditions (pre-disbursement and post
disbursement) and security creation/ perfection with the relevant authorities post disbursement basis
obtaining original/ copy of title deeds of the mortgaged property

3. The committee reviews the outcome of the site visit reports such as status of the project completion,
utilization of funds as mentioned at the time of sanctioning. In case of commercial property tenants are
paying rentals

4. Post collection of all disbursement related documents the disbursement is initiated basis a disbursement
memo which is authorized by the Credit Committee based on the delegation grid

5. The committee also monitors the escrow account in addition to the site visits for adequate and timely receipt
of funds and escalate (in case required) to the borrower by taking appropriate action in case adversity is
noted such as irregularity in rental income to the borrower may lead to risk of default.

Direct Sales Team, Direct Sales Agents and Channel Partners
Our customers are sourced by our in-house direct sales team (“DST”), external direct sales agents (“DSAs”),
external channel partners and through branch walk-ins (including that of our parent IHFL). Our "feet-on-street"

DST covers and penetrates the urban and semi-urban customer segments. As of September 30, 2022, we had a
DST of over 2,200 employees located across our network (including that of our parent IHFL).
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The DST employees supervise approved and under-construction residential projects across India. They engage
with customers at the time that the customers are selecting housing units for purchase. Often the DST employees
show various developments to the customers and help the customers with the purchase decision. Once the sale is
ready to close, the DST employees also assist the customers in obtaining a housing loan.

We also rely on DSAs and channel partners for referring potential customers. Our DSAs and channel partners are
typically proprietorships and self-employed professionals who primarily work with multiple small businesses
providing consulting services. They pass on leads of any loan requirements of these small businesses to us. These
associates do not work exclusively with us and may also work with other lenders, including our competitors. They
pass on leads to us and document collection, credit appraisal and eventual loan fulfilment are done by us in-house.

* Presence of core credit committee
* Joint decision making on credit proposals above
Head certain predefined value

* Regional credit hub manned by senior personnel
Master Service * Underwrlting of high value proposals that require more
detailed credit analysis

* Walk-in branches with decision making for lower value credit
proposals
* Customer interaction and service delivery

= Customer interaction and service delivery
« Recommendation of proposals but no decision making

Portfolio Monitoring

Our risk audit and collection department reviews and monitors our loan portfolio. This department monitors debt
repayment levels of particular loan exposures on a continuous basis. This allows us to identify potentially
problematic loans at an early stage and prepares us for immediate action if any principal or accrued interest
repayment problems arise.

The portfolio is monitored by way of various analyses consisting of:

bucket-wise ageing analysis (that is, the number of days past due) of the outstanding portfolio;
concentration risk monitoring in segments of the portfolio;

early warning delinquency analysis; and

historical case review on a periodical basis, including review of credit risks and operational risks.

Asset Recovery and Non-Performing Loans

Once an account is classified as a NPA, in accordance with the RBI Directions, proceedings under the SARFAESI
Act commence. The proceedings commence with the issuance of a notice to the borrower and/ or the guarantor
calling upon them to pay the demanded amount within 60 days. In the case of non-compliance, another notice is
issued for taking over symbolic possession of mortgaged property. Thereafter, applications seeking police
assistance for taking physical possession of the mortgaged property are filed before the magistrates and collectors
concerned.

We then obtain a valuation of the mortgaged property and fix the reserve price and put it up for auction. At times,
the property is also sold through private arrangements after obtaining consent of the borrower. Portions of the
portfolio where the likelihood of repayment is remote are written off. Subsequent recoveries on these portions are
recognized directly in our income statement but the asset itself is not regularized and remains written off.

In addition to initiating proceedings under the SARFAESI Act, in the event that EMI or principal repayment

cheques issued by our customers are dishonoured on account of insufficiency in funds, we undertake proceedings
under the Negotiable Instruments Act, 1881 or the Payment and Settlement Systems Act, 2007 (“PSS Act”) for
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asset recovery and NPAs. Upon the receipt of the relevant information and documents such as the physical cheque
and bouncing memo, proceedings under the Negotiable Instruments Act may be initiated by serving a notice
demanding payment. If no payment is received within the stipulated period, a criminal complaint is filed before
the competent court having jurisdiction to try the case. After the trial, if the accused person(s) are convicted, they
are liable for imprisonment or fine or both.

We also initiate arbitration proceedings based on arbitration clauses in our loan agreements. Once the arbitrator
accepts the request for appointment, he/ she sends acceptance in writing to all the parties to the dispute and calls
upon the claimant to file the statement of claim. We file our statement of claim before the arbitrator and if required,
an application under the Arbitration and Conciliation Act seeking appropriate interim reliefs. If the respondent(s)
do not appear in the arbitration proceedings even after due service, they are proceeded ex-parte. The proceedings
are conducted as per procedure laid down in law and by the arbitrator. After adjudication, ex-parte or otherwise,
an award is passed by the arbitrator.

The following table is a summary of the risk classification of the Company’s gross NPAs as per the RBI directions
(in absolute terms and as a percentage of its consolidated gross NPAS):

(< in crores unless otherwise stated, except percentages)

2022 2021 2020
Non-Performing Assets % of % of % of
Amount total Amount total Amount total
NPAs NPAs NPAs
Commercial Real Estate Loans
Substandard Assets 175.04 | 67.13% | 107.70 | 17.37% 111.94 | 32.22%
Doubtful Assets 0.14 0.05% 114.21 18.42% 11499 | 33.10%
Total Commercial Real Estate 175.18 67.19% 22191 35.78% 226.93 65.33%
Loans (A)
Others
Substandard Assets 78.86 | 30.25% | 387.49 | 62.48% 86.71 | 24.96%
Doubtful Assets 6.69 2.57% 10.80 1.74% 33.74 9.71%
Total Other Loans (B) 85,55 | 32.81% | 398.29 | 64.22% 12044 | 34.67%
Total Loans (A+B) 260.73 | 100.00% | 620.20 | 100.00% | 347.37 | 100.00%

The following table sets forth details of our non-performing loans (in absolute terms and also as a percentage of
loan book) and our provision for impairment due to expected credit loss as at September 30, 2022 and March 31,
2022, 2021 and 2020:

Asat As at March 31,
. September
Particulars 30, 2022 2022 2021 2020
(in Z crores, except percentages)
Gross NPAs 294.85 260.73 620.20 347.37
% of gross NPAs to loan book 3.33% 2.38% 4.91% 2.90%
Net NPAs 219.94 195.54 404.80 270.71
% of net NPAs to loan book 2.49% 1.79% 3.20% 2.26%
Provision for impairment due to expected credit loss 155.59 170.39 339.56 267.71

LIABILITY MANAGEMENT
We have a liability management program that leads to stable borrowings at reasonable costs. We have lending

relationships with Indian public sector banks, private banks, mutual funds, provident funds, pension funds,
insurance companies and others financial institutions.
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Our borrowing is mainly in the form of term loans from banks and non-convertible debentures. We do not
currently rely on short-term borrowings through commercial paper.

Risk and Asset-Liability Management

Our Board of Directors has formed a Risk Management Committee and Asset Liability Management Committee
to help prudently manage major risks within the company.

The Risk Management Committee is responsible for, among other things:
J approving, reviewing and modifying the credit and operation policy from time to time.
review of grievance redressal mechanism and customer services
reviewing the applicable regulatory requirements.
approving all of our functional policies.
putting in place appropriate mechanisms to detect customer fraud and cyber security during the loan
approval process.
reviewing the profiles of the high loan customers from time to time.
reviewing branch audit reports.
reviewing compliances of lapses.
reviewing the implementation of Fair Practice Codes (“FPCs”), KYC and Prevention of Money Laundering
Act, 2002 guidelines.
. defining loan sanctioning authorities, including credit committee vetting processes, for various types/values
of loans as specified in the credit policy approved by the Board of Directors.
recommending bad debt write off in terms of the policy, for approval to audit committee, and
any other matter involving risk to the asset/business of us.

The Asset Liability Management Committee is responsible for, among other things:

e Evaluating market risk involved in launching new products.
o Deciding our transfer pricing policy, and
e Approving and regularly reviewing our business plan and targets.

Our Board of Directors has constituted various other committees, namely the Audit Committee, the Investment
Committee, the Nomination and Remuneration Committee, the Corporate Social Responsibility Committee, the
Bond Issue Committee, the Stakeholder Relationship Committee, the IT Strategy Committee and the Management
Committee, which act in accordance with the terms of reference determined by the Board of Directors, as well as
applicable corporate governance requirements. These committees comprise independent directors on our Board
of Directors along with experienced members of our management team who have put in place preventive measures
to mitigate various risks. Our Company has a mechanism in place to ensure the ongoing review of systems,
policies, processes and procedures to contain and mitigate risks that arise from time to time.

The key principles we apply to address and mitigate market risk, interest rate risk, liquidity risk, credit risk and
operational risk are summarized below.

Market Risk

Market Risk is the risk of loss in on-balance sheet and off-balance sheet positions arising from movements in
market place, 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 in the business of lending. We borrow funds at floating and/ or fixed rates of interest, while we primarily

extend credit at floating and/or fixed rates of interest. Our profitability is linked to interest rates. This exposes us
to an interest rate risk. Consequently, exposure to interest rate fluctuations and increases needs to be managed in
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order to mitigate the risk.

As at September 30, 2022, a significant majority of our loan assets and borrowings were floating rate. Our business
is impacted by a change in interest rates although the floating rate loans only re-price on a periodic basis.

We are subject to interest rate risk, primarily since we lend to customers at rates and for maturity periods that may
differ from our financing sources. 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. 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 buckets based on their maturities and our
asset liability management committee prepares an interest rate sensitivity report periodically for assessment of
interest rate risks.

For more information on our liquidity risk, see “Risk Factors — We are vulnerable to the volatility in interest rates
and we may face interest rate and maturity mismatches between our assets and liabilities in the future which may
cause liquidity issues” on page 25 of this Draft Shelf Prospectus.

Liquidity Risk

Any liquidity risk arising due to non-availability of adequate funds at an appropriate cost is minimized through a
mix of strategies, including asset securitization and assignment and temporary asset liability gap. 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.

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. We classify our assets and liabilities as current and non-
current based on their contracted maturities. However, our classification of assets and liabilities into various
maturity profiles reflects various adjustments for prepayments and renewals in accordance with the guidelines
issued by the RBI. We manage our balance sheet while drawing new debt and extending credit so as to minimize
potential asset-liability mismatches.

The following table sets out an analysis of the maturity profile of certain of our interest-bearing assets and interest-
bearing liabilities across time buckets as at March 31, 2022:
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Asset Liability Management maturity pattern of certain items of Assets and Liabilities as of March 31,
2022:

(% in crores)

1to
30/31 Overl | Over2 | Over3 | Over6 Over 1 Over 3
. month | months | months | months Over 5
Particulars days year to to5 Total
to 2 to 3 to 6 tol years
(one 3 years years
months | months | months year
month)
Deposits - - - - - - - - -
Advances 263.62 | 330.59 | 240.12 | 878.05 | 1,479.72 | 5,995.37 | 2,431.74 | 298.72 | 11,917.93
Investments 16.62 - 0.10 0.25 3.98 943.46 - 58.69 1,023.10
Foreign
Currency - - - - - - - - -
assets
Borrowings | 81.55 4.62 143.08 | 815.69 | 559.49 | 3,645.41 | 1,736.10 | 577.27 | 7,563.21
Foreign
Currency - - - - - - - - -
liabilities

Capital Adequacy

NBFCs are required to maintain a minimum CRAR norm of 15% of the risk weighted assets and risk adjusted
value of off-balance sheet items before declaring any dividends. The table below sets forth our CRAR as at
September 30, 2022 and March 31, 2022, 2021, and 2020:

For the six | For the Fiscal Year ended March 31,
months
Particulars ended
September | 2022 2021 2020
30, 2022
CRAR! 50.22% 47.73% 34.48% 32.44%
CRAR - Tier I Capital 46.99% 44.55% 31.44% 29.54%
CRAR — Tier Il Capital 3.23% 3.18% 3.04% 2.89%

Note:
1. CRAR is defined as a capital ratio consisting of Tier | and Tier Il Capital to its aggregated risk weighted
assets (as per the RBI Regulations) and risk adjusted value of off-balance sheet items.

Credit Risk

Credit risk is the risk of loss that may result from a borrower's or counterparty's failure to meet the contractual
obligation of repaying debt as per the agreed terms. Credit risk is actively monitored and controlled by our risk
management committee. The committee reviews and updates the credit policy, which is strictly adhered to by our
underwriting teams. We also employ advanced credit assessment procedures, which include verifying the identity
and checking references of the prospective customer thoroughly at the lead generation stage. Our extensive local
presence also enables us to maintain regular direct contact with our customers. The underwriting team works
closely with our fraud control unit, which uses internal and external sources to identify all possible fraudulent
loan applications.

Our 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.

The Risk Management Committee is comprised of three members, including members of our senior management
team with significant experience in the industry. The Risk Management Committee meets multiple times during
the year and actively monitors emergent risks to which we may be exposed. The Risk Management Committee
has put in place enhanced control measures in an attempt to minimise these risks. We have also appointed a chief
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risk officer whose scope of domain includes assessment and mitigation of various types of risks including strategic
risk, operational risk, compliance, market risk and legal risk.

Operational risk management

Our Risk Management Committee manages the integrated risk which includes credit risk and operational risk.
Our Board is informed about the risk assessment and risk reduction procedures undertaken. Our Board
periodically reviews the risk management policies and practices followed by our Company.

Operational risk is the risk of loss resulting from (i) inadequate or failed internal processes, (ii) people and systems,
or (iii) external events. Operational risk is associated with human errors, system failures, and inadequate
procedures and controls. Operational risk exists in all kinds of products and business activities.

We have identified certain types of the operational risk events which are more likely to result in substantial losses
to our business. These include (i) credit risk, (ii) technology risk, (iii) employee risk, (iv) regulatory risk and (v)
the risks arising from fraud and anti-money laundering transactions.

We have implemented strategies and methods to safeguard against these risks:
Credit risk
We have an in-house internal audit team, which conducts periodic audits for all our businesses and functions.

The objective of credit risk management is to minimize the risk and maximize ICCL’s risk adjusted rate of return
(RARR) by assuming and maintaining credit exposure within the acceptable parameters.

ICCL lays a lot of stress on directions and oversight from the Senior Management for managing its Credit Risk.
It is construed as the overall responsibility of ICCL’s senior management to approve the company’s credit risk
strategy and lending policies relating to credit risk and its management.

Technology risk

We have an in-house IT team, including that of IHFL, which ensures that the software and hardware systems are
not only the best but also continuously upgraded and safeguarded against any kind of technology related threats.
The IT team is responsible for ensuring that the occurrence and frequency of IT downtimes is kept to a minimum.
The team is also responsible for the accessibility of our IT system to authorized users and password management.

We have instituted security protocols such as firewalls, intrusion prevention system to detect and stop threats and
have separations for internet facing applications and critical internal applications. We periodically assess our IT
infrastructure and applications to find potential security threats and remedy threats discovered as well as monitor
critical applications and systems for any suspicious activity. We have internal policies for acceptable use of
corporate systems, confidential data, email, mobile devices and passwords. We also have deployed tools such as
‘data loss prevention’ and ‘identity and access management’ to handle different threats and unauthorised access
to our systems and networks.

Employee risk

We have implemented an effective screening programme to conduct pre-employment background checks.
Adequate and proper reference checks and screening of the prospective employee’s credentials are conducted
prior to recruitment.

Regulatory risk

We require our employees to follow a clear procedure to ensure that all the regulatory clearances are obtained for
the underlying projects before providing any types of financial support to such projects. Any communication
received by us, including legal notices, customer letters, banks communications, regulatory notices or orders are
promptly recorded and forwarded to the relevant departments who are required to process such communication in
a timely manner. This process is managed by our in-house regulatory compliance team.
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Fraud and anti-money laundering transactions

At the time of appraisal of a loan or a business proposal, we review the underlying documents from KYC as well
as money laundering and fraud prevention perspectives. Our fraud control unit also conducts spot checks or a
random basis. We also ensure the preservation of records in compliance with the Prevention of Money Laundering
Act of 2002.

COMPETITION

The finance industry in India is highly competitive. We face competition from other HFCs, NBFCs, small finance
banks, as well as scheduled commercial banks. We generally compete on the basis of the range of product
offerings, reach of branches, turnaround time and simple, transparent and efficient loan process, as well as trained
and skilled employee base, with our competitors.

SALES AND MARKETING

We rely on our in-house direct sales team, referrals, branch walk-ins across our network (including that of our
parent IHFL) as well as external direct sales agents and channel partners to increase sales and generate leads. For
more information on the efforts of our DST, DSAs and channel partners, see “Our Business — Direct Sales Team,
Direct Sales Agents and Channel Partners” on page 157 of this Draft Shelf Prospectus.

We also have two dedicated common in-house call-centres with that of our parent IHFL to address enquires
generated from various mediums and also resolve customer queries.

TECHNOLOGY

We realize the importance of information technology and use both internally developed and externally subscribed
tools to improve our overall productivity. All our branches are connected through the Virtual Private Network to
the central servers located at Mumbai and Noida data centres. Data is processed and analysed using various tools,
enabling us to manage our nationwide network of branches efficiently and cost-effectively and appropriately
monitor various risks.

Our IT systems have the capability of end-to-end customer data capture, computation of income, collateral data
capture and repayment management. Loan approval is controlled by the loan application system and the monthly
analytics reports, including through-the-door and credit information tracking to ensure risk management control
and compliance. For our employees, many key workflow processes are accessible through hand-held devices and
mobile apps. We have also implemented security tools to ensure data security.

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 implement process automation across various functions in
an effort to reduce manual processes, increase efficiency and reduce errors. We are developing a customer service
application to ensure our customers reach us with their service requests and also for them to monitor their loan
status and details in the customer service application dashboard. We have also implemented an human resources
management system application to enable and facilitate employee attendance, leave requests, and dissemination
of policies and communication to them. This helps us in understanding and managing customer risks.

CUSTOMER SERVICE AND GRIEVANCE REDRESSAL PROCESSES

We have implemented a grievance redressal policy and a well-defined structured system to resolve any issues
faced by our customers in a just, fair and timely manner.

Customers can register their grievances through email, telephone or complaint books available at all our offices.
Customer complaints are promptly recorded in a complaint register, after which our representatives contact the
client in order to find out more facts about the complaint and resolve it on an urgent basis. The relevant office
where the complaint was lodged is primarily responsible for ensuring that the complaint is resolved to the
customer’s satisfaction. All escalations are further sent to our Head Office for guidance/ resolution. All complaints
are acknowledged within three working days from receipt and are endeavored to be resolved within 30 days of
receipt.
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INSURANCE

We currently maintain insurance coverage against fire and special perils, burglary, cash in safe, cash in transit,
electronic equipment, machinery breakdown and damage to portable equipment at our branch offices located
across the country. We also maintain a director’s and officers’ liability policy covering, among others, the
directors, officers and employees of the Company (“Directors and Officers”) against loss incurred by such
Directors and Officers or on their behalf in respect of any claim against the Directors and Officers. The policy
also covers costs incurred in availing the services of public relations firms in regard to any claim against our
directors in their capacity as directors of another company, provided that such directorship was held at the request
of the Company.

For a discussion of certain risks relating to our insurance coverage, please see “Risk Factors — Our Company’s
insurance coverage may not adequately protect our Company against losses which could adversely affect our
Company’s business, financial condition and results of operations” on page 42 of this Draft Shelf Prospectus.

INTELLECTUAL PROPERTY

Our Company has not made an application for and consequently does not own trademark registrations for certain
logos used in our business, including the logo used on the first page of this Draft Shelf Prospectus. We conduct
our operations under the “Indiabulls” brand name. The “Indiabulls” trademark is registered in the name of our
Promoter, IHFL. We use “Indiabulls” trademark as a ‘common law licensee or permissive user’ under implied
permission and consent of IHFL. See also “Risk Factors — We may be unable to protect our logos, brand names
and other intellectual property rights which are critical to our business.” and “Risk Factors — We derive
significant operational benefits by association with the Indiabulls brand and may be restricted from using the
Indiabulls trademark we currently operate under with no recourse against such restriction in the future ” on page
43 of this Draft Shelf Prospectus.

LEGAL PROCEEDINGS

We are party to various legal proceedings which arise primarily in the ordinary course of our operations. For
further details, please see “Outstanding Litigations and Defaults” on page 245 of this Draft Shelf Prospectus.

PROPERTY

Our registered office is located at 5th Floor, Building No. 27, KG Marg, Connaught Place, New Delhi, 110 001.
Our operations are conducted on premises that we lease from third parties, including our Registered Office,
Corporate Office, branch offices and service centres.

EMPLOYEES

As of September 30, 2022, we had a dedicated workforce of 225 employees. Each of our businesses are led by
senior executives who are generally, also responsible for certain organisational functions at the group level. Our
senior managers have diverse experience in various financial services and functions related to our business. We
have instituted training and mentorship programs for our junior and mid-management employees and we intend
to continue investing in recruiting, training and maintaining a rewarding work environment. We have recruited
and retained talented employees from a variety of backgrounds, including credit evaluation, risk management,
treasury, technology and marketing. We will continue to attract talented employees through our recruitment and
retention initiatives. In addition to our full-time employees, we have arrangements with various contractors for
contract labour services including for our housekeeping and manned security requirements. Our performance
appraisal system helps to analyse the qualitative aspects of our business and managerial dimensions of our
employees.
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CORPORATE SOCIAL RESPONSIBILITY (“CSR”)

We are firmly committed towards corporate social responsibility initiatives which we implement through the
Indiabulls Foundation (“IBF”). We have spent ¥4.21 crores in fiscal year 2022 for the purpose of undertaking
corporate social responsibility activities. Indiabulls Foundation’s key focus areas are health, education, nutrition,
sanitation, renewable energy, sustainable livelihood, sports and disaster management and rural development.

Non-GAAP Reconciliation

Net worth, Financial Assets (excluding cash and cash equivalents) and Investments, Non-Financial Assets
(excluding property, plant and equipment and other intangible assets), Financial Liabilities (excluding debt
securities, borrowing (other then debt securities and subordinated liabilities) and Total Debt/Total Equity
(together, “Non-GAAP Financial Measures”), presented in this Draft Shelf Prospectus are supplemental
measure of our performance and liquidity that is not require