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September 6, 2021
Securities and Exchange Board of India
Corporation Finance Department
Division of Issues and Listing – 1
SEBI Bhavan, Plot No. C4 A, G Block
Bandra Kurla Complex, Bandra (East)
Mumbai 400 051
Maharashtra, India
Kind Attn: Mr. Adesh Singhal, Assistant General Manager
Dear Sir,
Subject: Proposed initial public offering of equity shares of face value of ₹ 10 each (the “Equity Shares”) of
Fusion Micro Finance Limited (the “Company”) comprising a fresh issue of up to ₹ 6,000 million and an
offer of sale by the Selling Shareholders of up to 21,966,841 Equity Shares (the “Offer”)
This is with reference to the letter (no. SEBI/ HO/CFD/DIL2/OW/P/2021/21455/1) dated August 30, 2021 (the
“SEBI Clarification Letter”) issued by the Securities and Exchange Board of India (the “SEBI”) in connection
with the draft red herring prospectus of the Company dated August 8, 2021 (the “Draft Red Herring Prospectus”
or the “DRHP”) filed with SEBI in relation to the Offer, wherein we have been advised to provide certain
clarifications regarding the Draft Red Herring Prospectus.
In this regard, based on the information and documents made available to us by the Company, and our discussions
with the representatives of the Company, we have enclosed in-seriatim responses to the SEBI Clarification Letter
as Annexure - I.
We request you to kindly take these responses on record.
All capitalized terms used but not defined in this letter (and Annexure I) shall have the meaning assigned to them
in the Draft Red Herring Prospectus.
Please feel free to contact the following persons from ICICI Securities Limited if you require any further information
or clarification:
Contact Person

Telephone

E-mail

Shekher Asnani
Nidhi Wangnoo
Prem D’cunha

+91 7506271087
+91 7290021384
+91 9930263663

shekhar.asnani@icicisecurities.com
nidhi.wangnoo@icicisecurities.com
prem.dcunha@icicisecurities.com

Thanking you.

Yours sincerely,

Encl: Annexure as above
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ANNEXURE – I
In-seriatim responses to the SEBI Clarification Letter
S.
No.
1.
i.

2.
i.

Observation
Forward Looking Statements
Page 16 – It is disclosed that this Draft Red
Herring Prospectus contains certain “forwardlooking statements”. It may be noted that point (e)
under Instructions of Part A of Schedule VI of
ICDR Regulations, 2018, states that the offer
document should not make any forward looking
statements that cannot be substantiated. In view
of the same, you are advised to confirm and
explain compliance with aforesaid provision with
respect to all such forward looking statements
made in the DRHP.

Summary of Offer Document
Page 17 - It is disclosed in this DRHP that the
Fusion Micro Finance Limited third fastest gross
loan portfolio growth of 44% among the top
NBFC-MF is in India between the financial year
2018 and 2021.

Response

Paragraph (11)(I)(C)(ii) of Part A of Schedule VI of the SEBI ICDR Regulations requires that factors that may affect
the results of operations of the issuer shall be disclosed in the offer documents. Further, Paragraph (10)(B)(2) of Part A
of Schedule VI of the SEBI ICDR Regulations requires that statements about the business strategy of the issuer shall
be disclosed in its offer documents, without any forecast or projections relating to the financial performance of the
issuer. Further, in accordance with Paragraph (5)(D)(1) of Part A of Schedule VI of the SEBI ICDR Regulations, details
of risks envisaged by the issuer are required to be disclosed in the offer documents.
The Company has confirmed that, in light of the aforementioned disclosure requirements, certain forward-looking
statements have been included in the DRHP to describe, among other things, the business strategies of the Company,
the overview and market opportunity in the industry in which the Company operates, the potential effect or outcome of
certain risks which cannot be quantified and to indicate certain significant factors which could potentially have an
impact on the results of operations or financial condition of the Company. As set out in the section titled “ForwardLooking Statements” on page 16 of the DRHP, the Company believes that the assumptions on which such forwardlooking statements in the DRHP are based are reasonable and reflect the views of the Company’s management as of
the date of the DRHP. Accordingly, in our understanding such statements included in the DRHP can be substantiated
and are in compliance with point (e) under Instructions of Part A of Schedule VI of the SEBI ICDR Regulations.
Page 17 – Noted for compliance. The Company undertakes to amend the referenced statement wherever it appears in
the DRHP as follows:
“We had the third fastest gross loan portfolio growth of 44% among the top NBFC-MF is in India between the
financial year 2018 and 2021 fourth fastest gross loan portfolio CAGR of 53.89% between the financial years 2017
and 2021 among the 10 largest NBFC-MFIs in India…”

LM shall disclose the following details:- .
•
Whether the growth% mentioned above
is CAGR? If yes, then LM is advised to calculate
CAGR for 2017 to 2021 in line with industries
number mentioned in Summary of Industry.
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Page 19 - Under the head "Risk Factors'", LM is
advised to list down top 5 risks associated with
the company (summarized form).
3.
a)

Risk Factors
With reference to Regulation 5(D) of Schedule VI
of SEBI (ICDR) Regulations, 2018, LM is
advised to mention proposals, if any, to address
the specific risk.

b)

Risk Factor 1: LM is advised to consider
redrafting the same to make a concise
presentation.

Noted for compliance. The Company undertakes to appropriately disclose the top 5 risk factors associated with the
Company in a summarized form in the RHP.

Complied with and noted for compliance.

Noted for compliance.
The Company undertakes to amend Risk Factor 1 as follows:
“The extent to which the Coronavirus disease (“COVID-19”) may affect our business and operations in the
future is uncertain and cannot be predicted.
The global impact of the COVID-19 pandemic has been rapidly evolving and public health officials and
governmental authorities have responded by taking measures, including in India where our operations are based,
such as prohibiting people from assembling in large numbers, instituting quarantines, restricting travel, issuing
“stay-at-home” orders and restricting the types of businesses that may continue to operate, among many others.
On March 14, 2020, India declared COVID-19 as a “notified disaster” for the purposes of the Disaster
Management Act, 2005 and In India, the Government imposed a nationwide lockdown beginning in March 2020.
The initial lockdown lasted until the end of May 2020, and has been extended periodically by varying degrees by
state governments and local administrations. The lifting of the lockdown across various regions has been regulated
with limited and progressive relaxations being granted for movement of goods and people, and calibrated reopening of businesses and offices, in certain places. Recently, from March 2021 to date throughout March and
April 2021, due to an increase in the number of daily COVID-19 cases, several state governments in India reimposed lockdowns, curfews and other restrictions to curb the spread of the virus. As a result of the detection of
new strains and subsequent waves of COVID-19 infections in several states in India as well as throughout various
parts of the world, we may be subject to further reinstatements of lockdown protocols or other restrictions, which
may adversely affect our business operations.
The impact of COVID-19, including changes in consumer behavior and fears surrounding the pandemic, as well
as restrictions on business and individual activities, has led to significant volatility in the Indian financial markets
and a significant decrease in local economic activities. There is significant uncertainty regarding the duration and
long-term impact of the COVID-19 pandemic, as well as possible future responses by the Government, which
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makes it impossible for us to predict with certainty the impact that COVID-19 will have on our business, financial
condition, results of operations and cash flows in the future. The COVID-19 pandemic has affected and may
continue to affect our business, financial condition, results of operations and cash flows in a number of ways,
including, among others, the following:


it may lead to a closure of our offices or require us to operate them with limited personnel or to a
suspension of our field operations, all of which would restrict the ability of our employees to physically
service our existing customers and engage with existing and potential new customers to market our
product and services offerings, carry out KYC and other customer due diligence processes, conduct loan
applications and disbursements and collect loan repayments. At the onset of the pandemic, we closed our
offices and suspended field operations at the commencement of the lockdown, moving to a work-fromhome model. We were able to resume operations at our front offices branches from May 2020 and field
operations from June 2020 in a gradual manner in accordance with guidelines issued by government
authorities. As a result of the restrictions and social distancing measures being reinstated throughout
March and April 2021 mentioned above, although we have been able to keep our branches open, we have
adjusted our operations to ensure the safety of our employees and customers in line with the applicable
local guidelines;



our customers who are primarily in the low and middle-income groups have less financial wherewithal
than other customers and may face difficulties with their ability to make timely repayments on their loans
with us whether due to a decrease in their earnings or other strains on their financial position as a result
of COVID-19. We witnessed an increases in our gross NPA ratio from 1.12% as of March 31, 2020 to
5.51% as of March 31, 2021 and our impairment loss allowance from ₹982.36 million as of March 31,
2020 to ₹2,853.02 million as of March 31, 2021, as well as a decrease in our collection efficiency rates
from 98.36% for the financial year 2020 to 96.38% for the financial year 2021;



on March 27, 2020, the RBI issued guidelines relating to the COVID-19 regulatory package to provide
borrowers relief during the COVID-19 pandemic. This included a three-month moratorium on the
payment of all principal amounts and interest falling due between March 1, 2020 and May 31, 2020. The
RBI subsequently extended the moratorium on loan instalments by another three months, from June 1,
2020 to August 31, 2020. For further details, see “Key Regulations and Policies – COVID-19 Regulatory
Framework” on page 192. Accordingly, we offered moratorium on the payment of all instalments
including interest, as applicable, falling due between March 1, 2020 and August 31, 2020 to all eligible
borrowers. Moratorium was granted by us to a total of 1,763,955 borrowers valued at ₹1,685.82 million
to be repaid by borrowers over a period of up to 24 months. On September 3, 2020, the Supreme Court
of India ordered a standstill on NPA recognition due to a number of pleas filed before it regarding issues
relating to the extension of the loan moratorium and interest charges. On March 23, 2021, in response to
various writ petitions filed by corporate bodies, business associations and individuals, the Supreme Court
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of India issued a judgment rejecting pleas for, among other things, the extension of the moratorium and
the ordering of a complete interest waiver. The Supreme Court of India also lifted the temporary freeze
on NPA classification by banks, financial institutions and NBFCs;


our Company has recorded an ECL allowance as of ₹2,853.02 million in respect of its loans and advances
as of March 31, 2021, based on the information available at that point in time, to reflect, among other
things, an increased risk of adverse macro-economic factors caused by the “second wave” of the COVID19 pandemic in India that began in April 2021.



it may cause a material decline in general business activity, which may result in a slowing down of
disbursements;



our ability to access debt and equity capital on acceptable terms, or at all, may be impaired. A further
disruption and instability in the global financial markets or deterioration in credit and financing
conditions or downgrade of our or India’s credit rating may affect our access to capital and other sources
of funding necessary to fund our operations or address maturing liabilities on a timely basis; and



it may also result in (i) a material decline in general business activity, which may result in a slowing down
of disbursements, (ii) uncertainty as to what conditions must be satisfied before government authorities
fully remove the “stay-at-home” orders and when such orders would be fully removed, (iii) a potential
negative impact on the health of our personnel, particularly if a significant number of them are afflicted
by COVID-19, which could result in a deterioration in our ability to ensure business continuity during
and/or after this disruption, and (iv) increased risks emanating from an increase in number of individuals
working from home such as issues relating to productivity, connectivity and oversight challenges.



uncertainty as to what conditions must be satisfied before government authorities fully remove the “stayat-home” orders and when such orders would be fully removed;



the potential negative impact on the health of our personnel, particularly if a significant number of them
are afflicted by COVID-19, which could result in a deterioration in our ability to ensure business
continuity during and/or after this disruption; and



we may face increased risks emanating from an increase in number of individuals working from home
such as issues relating to productivity, connectivity and oversight challenges.

On March 27, 2020, the RBI issued guidelines relating to the COVID-19 regulatory package to provide borrowers
relief during the COVID-19 pandemic. This included a three-month moratorium on the payment of all principal
amounts and interest falling due between March 1, 2020 and May 31, 2020. The RBI subsequently extended the
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moratorium on loan instalments by another three months, from June 1, 2020 to August 31, 2020. For further
details, see “Key Regulations and Policies – COVID-19 Regulatory Framework” on page 192. Accordingly, we
offered moratorium on the payment of all instalments and/or interest, as applicable, falling due between March 1,
2020 and August 31, 2020 to all eligible borrowers. Moratorium was granted by us to a total of 1,763,955
borrowers valued at ₹1,685.82 million to be repaid by borrowers over a period of up to 24 months. On September
3, 2020, the Supreme Court of India ordered a standstill on NPA recognition due to a number of pleas filed before
it regarding issues relating to the extension of the loan moratorium and interest charges. On March 23, 2021, in
response to various writ petitions filed by corporate bodies, business associations and individuals, the Supreme
Court of India issued a judgment rejecting pleas for, among other things, the extension of the moratorium and the
ordering of a complete interest waiver. The Supreme Court of India also lifted the temporary freeze on NPA
classification by banks, financial institutions and NBFCs.
While COVID-19 has directly affected our business and operations, there is significant uncertainty regarding the
duration and impact of the COVID-19 pandemic, as well as possible future responses, which makes it impossible
for us to predict with certainty the impact that COVID-19 will have on our business, financial condition, results of
operations and cash flows in the future us at this time. Our Company’s performance will depend on further
developments relating to COVID-19 such as, among other things, new information concerning the severity of the
pandemic and subsequent waves of infections in India and elsewhere. Our Company has recorded an ECL
allowance as of ₹2,853.02 million in respect of its loans and advances as of March 31, 2021, based on the
information available at that point in time, to reflect, among other things, an increased risk of adverse macroeconomic factors caused by the “second wave” of the COVID-19 pandemic in India that began in April 2021. As
the situation continues to evolve, the effect of COVID-19 on the operations of our Company may be different from
that estimated as of the date of this Draft Red Herring Prospectus. Our Company continues to closely monitor
changes in the markets and future economic conditions.

c)

Risk Factor 4: LM is advised to segregate the risk
in two parts:

Change in laws and regulations governing
the financial services industry and

Any intensification of the COVID-19 pandemic or any future outbreak of another highly infectious or contagious
disease may adversely affect our business, financial condition and results of operations. Further, as COVID-19
adversely affects our business and results of operations, it may also have the effect of exacerbating many of the
other risks described in this “Risk Factors” section. See also “– The examination report of our Statutory Auditors
on the Restated Financial Statements makes references to certain qualifications.” and “Management’s Discussions
and Analysis of Financial Condition and Results of Operations – Significant Factors Affecting our Results of
Operations – Current COVID-19 Pandemic” on pages 45 and 310, respectively.”
Noted for compliance.

The Company undertakes update the relevant risk in the RHP as follows:


replace the existing Risk Factor 4 in the “Internal Risks” subsection with the following:
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company's operations in India- External
Risk


“We are subject to laws and regulations governing the financial services industry and our operations in India
which may be subject to differing interpretations, and non-compliance with the laws and regulations applicable
to us could result in penalties and legal proceedings against us.

Differing Interpretation and non-compliance
with laws and regulations can result into
penalties and legal proceedings against the
company - internal Risk

As an NBFC-MFI, we are subject to regulation by Government authorities, including the RBI. The RBI regulates
the credit flow by banks to NBFCs and provides guidelines to commercial banks with respect to their investment
and credit exposure norms for lending to NBFCs. In addition, we are required to make various filings with and
obtain various approvals from the RBI, the Registrar of Companies and other relevant authorities pursuant to the
provisions of RBI regulations, the Companies Act and other regulations. If we fail to comply with these
requirements, or a regulator claims we have not complied with these requirements, we may be subject to penalties
and/or legal proceedings. We are also subject to regular scrutiny and supervision by regulators, such as regular
inspections that may be conducted by the RBI. Any non-compliance with regulatory guidelines and directions may
result in substantial penalties and negatively affect our reputation. If we were to be found non-compliant, we could
be fined or prohibited from engaging in certain business activities, among other things. In addition, the regulations
applicable to us also govern other aspects of our business operations such as our conduct with borrowers, recovery
practices, market conduct and foreign investment.
Further, many of the regulations applicable to our operations may be subject to varying interpretations. If the
interpretation of the regulators and authorities varies from our interpretation, we may be deemed to be
contravention of such laws and may be subject to penalties and legal proceedings against us. Unfavorable changes
in or interpretations of existing laws, rules and regulations including foreign investment laws governing our
business, operations and investments in our Company by non-residents, could result in us being deemed to be in
contravention of such laws or may require us to apply for additional approvals. We may incur increased costs and
other burdens relating to compliance with such differing interpretations, which may also require significant
management time and other resources, and any failure to comply may adversely affect our business, results of
operations and prospects. Further, uncertainty in the application, interpretation or implementation of any
amendment to, or change in, governing law, regulation or policy, including by reason of an absence, or a limited
body, of administrative or judicial precedent may be time consuming as well as costly for us to resolve and may
impact the viability of our current business or restrict our ability to grow our businesses in the future.”


Amend the existing Risk Factor 47 in the “External Risks” subsection as follows:
“Changing laws, rules and regulations and legal uncertainties across the multiple jurisdictions we operate in
may adversely affect our business, financial condition and results of operations.
Our business, financial condition and results of operations could be adversely affected by changes in the laws,
rules, regulations or directions applicable to us and our business, the interpretations of such existing laws, rules
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and regulations, or the promulgation of new laws, rules and regulations us and our business operations across
India. The governmental and regulatory bodies may notify new regulations or policies, which may require us to
obtain approvals and licenses from the government and other regulatory bodies, or impose onerous requirements
and conditions on our operations, in addition to those which we are undertaking currently, or change the manner
in which we conduct KYC or authenticate our customers. Any such changes and the related uncertainties with
respect to the implementation of new regulations may have an adverse effect on our business, financial condition
and results of operations. Any failure to comply with any new regulations applicable to us may adversely affect
our business, results of operations and prospects. For further details, see “Key Regulations and Policies” on page
186.
For example, in November 2016, the Government announced the demonetization of bank notes of ₹500 and ₹1,000.
Around 86.00% of the Indian currency in terms of value (₹500 and ₹1,000 notes) was removed from circulation.
Thus, according to CRISIL, the gross loan portfolio of the MFI industry, which was growing at a rate of
approximately 70% in the first half of the financial year 2017, slumped to a growth of approximately 22% by the
end of such financial year. Disbursements were affected even more, going down to 29% in the second half of the
financial year 2017 compared to a growth of 60% in the first half, according to CRISIL. More recently, we have
been affected by regulations imposed in response to the COVID-19 pandemic such as, in particular, the RBI’s
imposition of a moratorium on the payment of all principal amounts and interest falling due between March 1,
2021 and August 31, 2021, see “– Internal Risks – The extent to which the Coronavirus disease (“COVID-19”)
may affect our business and operations in the future is uncertain and cannot be predicted.” on page 23. For
example. More recently For example, on January 22, 2021, the RBI released a discussion paper titled “Revised
Regulatory Framework for NBFCs – A Scale Based Approach” and invited public comments thereon. The
discussion paper sets out the discussions for the proposed changes to the existing regulatory framework applicable
to NBFCs. If the discussion paper culminates in revised restrictions and a new regulatory framework for NBFCs,
our Company will need to comply with such new requirements. Compliance with such requirements, including with
the listing, corporate governance and disclosure requirements as set out in the discussion paper, may result in our
Company incurring increased costs and may also require significant management time and other resources. Any
failure to comply with any new regulations applicable to us may adversely affect our business, results of operations
and prospects. For further details, see “Key Regulations and Policies” on page 186.
Further, we are subject to various labor laws and regulations governing our relationships with our employees and
contractors, including in relation to minimum wages, working hours, overtime, working conditions, hiring and
terminating the contracts of employees and contractors, contract labor and work permits. Our full-time employees
are employed by us and are entitled to statutory employment benefits, such as a defined benefit gratuity plan. In
addition to our full-time employees, we use agencies for our outsourcing requirements and engage persons on a
contractual basis. A change of law that requires us to increase the benefits to the employees from the benefits
currently provided may create potentially liability for us. Such benefits could also include provisions which reduce
the number of hours an employee may work or increase the number of mandatory casual leaves, which can all
affect the productivity of the employees. A change of law that requires us to treat and extend benefits to our
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outsourced personnel, and personnel retained on a contractual basis, similar to our full-time employees may create
potential liability for us. Moreover, our failure to comply with current and future health and safety and labor laws
and regulations at all times, including obtaining relevant statutory and regulatory approvals, could adversely
affect our business, financial condition and results of operations.
Unfavorable changes in or interpretations of existing, or the promulgation of new, laws, rules and regulations
including foreign investment laws governing our business, operations and investments in our Company by nonresidents, could result in us being deemed to be in contravention of such laws or may require us to apply for
additional approvals. We may incur increased costs and other burdens relating to compliance with such new
requirements, which may also require significant management time and other resources, and any failure to comply
may adversely affect our business, results of operations and prospects. Uncertainty in the application,
interpretation or implementation of any amendment to, or change in, governing law, regulation or policy, including
by reason of an absence, or a limited body, of administrative or judicial precedent may be time consuming as well
as costly for us to resolve and may impact the viability of our current business or restrict our ability to grow our
businesses in the future.”
d)

Risk Factor 5: LM is advised to move this risk
factor in Top 3.

Noted for compliance.

Further, LM is advised to additionally disclose
the following “Provision % w.r.t Non-Performing
assets for last 3 FY 's.”

Noted for compliance. The Company undertakes to amend the existing Risk Factor 5 as follows:
“An increase in the level of our NPAs or our provisions may adversely affect our business, financial condition,
results of operations and cash flows.
Our management of credit risk involves having appropriate credit policies, underwriting standards, approval
processes, loan portfolio monitoring, collection and remedial management, provisioning policies and an overall
architecture for managing credit risk. However, even if our credit monitoring and risk management policies and
procedures are adequate and appropriately implemented, we may not be able to anticipate future economic or
financial developments or downturns, which could lead to an increase in our NPAs. If our NPAs increase or the
credit quality of our borrowers deteriorate, it could have an adverse effect on our business, financial condition,
results of operations and cash flows.
Pursuant to the RBI guidelines and our accounting policies, we make provisions against standard and nonperforming assets, which are recognized as impairment on financial instruments in our Restated Financial
Statements. The RBI also requires us to classify and, depending on the duration of non-payment of dues, to NPAs.
As the number of our loans that become NPAs increases, the credit quality of our loan portfolio decreases and the
provisioning requirement also will increase.
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In addition to the relevant minimum regulatory provision, we also consider our internal estimates for loan losses
and risks inherent in our loan portfolio when deciding on the appropriate level of provisioning. The determination
of an appropriate level of loan losses and provisions involves a degree of subjectivity and requires that we make
estimates of current credit risks, all of which may be subject to material changes. Any incorrect estimation of risks
may result in our provisions not being adequate to cover any further increase in the amount of NPAs or any further
deterioration in our NPA portfolio. Further, the RBI may introduce regulations relaxing the provisioning
requirements in relation to a class or classes of borrowers, which will affect our ability to create an appropriate
level of provisioning. For example, on February 7, 2018, the RBI notified that MSME borrowers registered under
goods and services tax (“GST”) will not be classified as NPAs based on the standard delinquency norm of 120
days applicable to borrowers of NBFCs, subject to the fulfilment of certain prescribed conditions.
The following table sets forth the classification of our loans, as of the dates indicated:
As of March 31,
2020
(₹ in millions)

Particulars

2021

2019

Gross carrying value:
Stage I ............................................................................................
Stage II ..........................................................................................
Stage III .........................................................................................
Total gross carrying value ................................................................

40,763.84
3,137.58
2,558.90
46,460.32

33,861.54
166.06
384.49
34,412.09

25,631.50
105.37
404.24
26,141.11

ECL allowance:
Stage I ............................................................................................
Stage II ..........................................................................................
Stage III .........................................................................................
Total ECL allowance ........................................................................

449.56
868.23
1,535.23
2,853.02

645.31
83.02
254.04
982.36

111.60
49.44
259.71
420.75

Net carrying value:
Stage I ............................................................................................
Stage II ..........................................................................................
Stage III .........................................................................................
Total net carrying value ..................................................................

40,314.28
2,269.35
1,023.67
43,607.30

33,216.23
83.04
130.45
33,429.72

25,519.90
55.93
144.53
25,720.36

We made provisions with respect to our NPA portfolio (i.e. Stage III assets) of 60.00%, 66.07% and 64.25% in the
financial years 2021, 2020 and 2019, respectively. For further details on how we classify and make provisions for
our loans, see “Selected Statistical Information – Financial Metrics – Classification of Assets” beginning on page
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230.
Our ability to limit and reduce NPAs is subject to a number of factors outside of our control including, among
others, developments in the Indian and global economy, domestic and global political scenario, competition,
changes in customer behavior and demographic patterns, various central and state government decisions
(including farm loan waivers), changes in interest rates and exchange rates and changes in regulations, including
regulations requiring us to lend to certain sectors identified by the RBI, or the Government of India. These factors,
together with other factors such as volatility in commodity markets, decrease in agriculture productivity and
decline in business and consumer confidence, could affect our customers and, in turn, affect their ability to fulfil
their obligations under the loans we extended to them. In addition, the expansion of our business may cause our
NPAs to increase and the overall quality of our loan portfolio to deteriorate. If our NPAs increase, we will be
required to increase our provisions, which would result in our net profit being less than it otherwise would be and
could adversely affect our business, financial condition and results of operations.”
e)

Risk Factor 6: LM is advised to disclose NonConvertible Debentures due to maturity in
coming 2 FY·s.

Complied with and noted for compliance.

Also, LM is advised to include Average Cost of
Borrowing for Last 3 years for Top 5 Borrowers
based on Outstanding Amount as on FY 31
/03/2021.

The Company has confirmed that as of March 31, 2021, 2020 and 2019, its weighted average cost of borrowing for its
top five borrowers (in terms of total outstanding amount as of March 31, 2021) was 10.17%, 11.08% and 11.36%,
respectively.

The Company directs your attention to sub-section ‘Financial Indebtedness – Listed debt securities of our Company’
on page 344 of the DRHP, which includes the date of maturity of each of the listed debt securities of the Company. In
addition to this, Company has confirmed that its unlisted non-convertible debentures aggregating to ₹ 1,730 million
will mature in this financial year and the upcoming two financial years (Fiscal 2023 and Fiscal 2024).

In light of the above, the Company has undertaken to make the following change to Risk Factor 6 in the RHP:
“Any disruption in our sources of funding or increase in costs of funding could adversely affect our liquidity
and financial condition.
The liquidity and profitability of our business depend, in large part, on our timely access to, and the costs
associated with, raising funds. Our funding requirements have historically been met from various sources,
including bank loans, NCDs, equity and subordinated debt as well as cash flows from operations to fund our
operations, capital expenditure and expansion. As such, our business depends and will continue to depend on our
ability to access a variety of funding sources. Our listed NCDs aggregating to ₹ 5,596 million and unlisted NCDs
aggregating to ₹ 1,730 million will mature in the remainder of Fiscal 2022, Fiscal 2023 and Fiscal 2024. For
more details on the maturity of our listed NCDs, please see ‘Financial Indebtedness – Listed debt securities of our
Company on page [•] of this Red Herring Prospectus. Further, our ability to compete effectively will depend, in
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part, on our ability to maintain or increase our margins. Our margins are affected to a certain extent by our ability
to continue to secure low-cost funding at rates lower than the interest rates at which we lend to our customers. As
of March 31, 2021, 2020 and 2019, our weighted average cost of borrowing for our top five borrowers (in terms
of total outstanding amount as of March 31, 2021) was 10.17%, 11.08% and 11.36%, respectively. Our ability to
raise funds at competitive rates depends on various factors, including our current and future financial condition
and results of operations, our risk management policies, our ability to maintain certain financial ratios, our credit
ratings, our brand equity, the regulatory environment and policy initiatives in India and developments in the
international markets affecting the Indian economy.
We may not be able to secure financing on favorable terms and in a timely manner, or at all. The terms of any
additional financing may place limits on our financial and operational flexibility. If we are unable to obtain
adequate financing or financing on terms satisfactory to us, or at an effective cost that is comparable to or lower
than that of our competitors, our net interest margins, income and market share may be adversely affected and our
ability to grow or support our business and to respond to business challenges could be limited. As a result, our
business, financial condition and results of operations may be adversely affected.
Further, the restrictions imposed on NBFCs by the RBI through the NBFC-ND-SI Master Directions, as well as
Priority Sector Lending targets, may restrict our ability to obtain bank financing for specific activities. Our ability
to raise foreign funds through debt is governed by RBI regulations and is subject to certain restrictions, including
raising loans only from certain recognized lenders and with minimum average maturity of not less than three years.
The NBFC-ND-SI Master Directions also imposes certain restrictions in relation to changes in the shareholding
of our Company beyond certain thresholds. For further details, please see “Key Regulations and Policies” on page
186. Changes in economic, regulatory and financial conditions or any lack of liquidity in the market could
adversely affect our ability to access funds at competitive rates, or at all, which could adversely affect our liquidity
and financial condition.
In addition, any changes to the regulations on priority sector lending may also disrupt our sources of funding. The
RBI currently mandates domestic scheduled commercial banks (excluding regional rural banks and SFBs) and
foreign banks with 20 branches and above, operating in India, to maintain an aggregate 40.00% of adjusted net
bank credit or credit equivalent amount of off-balance sheet exposure, whichever is higher, as “priority sector
lending”. These include advances to agriculture, micro, small and medium enterprises, export, credit and other
sectors where the Government seeks to encourage flow of credit for developmental reasons. Banks in India that
have traditionally been constrained or unable to meet these requirements directly have instead relied on institutions
such as us that are focused on microfinance lending to help them meet their priority sector lending targets. In the
event that the laws relating to priority sector lending as applicable to the banks undergo a change, or if any part
of our loan portfolio is no longer classified as a priority sector lending by the RBI, or if we are no longer able to
satisfy the prescribed conditions to be eligible for such classification, our ability to raise resources based on
priority sector advances would be hampered, which may adversely affect our financial condition, results of
operations and/or cash flows.”
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f)

Risk Factor 8: LM is advised to move this risk
factor in Top 5.

Noted for compliance.

g)

Risk Factor 9: LM is advised to disclose the
licenses/approvals pending before authorities, if
any, to conduct operations in a particular state as
on the date of Filing of DRHP. Also, LM is
advised to disclose the fact whether such
license/approval will be received before filing of
Red Herring Prospectus with RoC.

Complied with.
We request you to note that the Company has already disclosed (a) Regulatory Approvals of our Company; (b)
Approvals under tax laws of our Company; and (c) Material approvals in relation to Business Operations of our
Company, in the section titled “Government and Other Approvals” on page 350 of the DRHP. The Company has
undertaken to update risk factor 9 in the following manner:
“V. We require several statutory and regulatory approvals, licenses, registrations and permissions to conduct our
business and an inability to obtain or maintain such approvals, licenses, registrations and permissions in a
timely manner, or at all, may adversely affect our operations.
NBFCs, including NBFC-MFIs, in India are subject to strict regulation and supervision by the RBI. We require
several approvals, licenses, registrations and permissions to operate our business, including a registration for our
Company with the RBI as an NBFC-MFI as well as various other corporate actions. We are also required to
comply with certain RBI prescribed requirements, including classification of NPAs and provisioning, KYC
requirements, qualifying assets and other internal control mechanisms. See “Key Regulations and Policies” on
page 186. We would also be required to maintain such permits and approvals and obtain new permits and
approvals for any proposed expansion strategy or diversification into additional business lines or new financial
products. We cannot assure you that the relevant authorities will issue any such permits or approvals in a timely
manner, or at all, or on favorable terms and conditions. Our failure to comply with the terms and conditions of
such permits or approvals or to maintain or obtain the required permits or approvals may result in an interruption
of our business operations and may have an adverse effect on our operations.
If we are unable to comply with applicable requirements within the specified time limit, or at all, we may be subject
to regulatory actions by the RBI, including the levy of fines or penalties or the cancellation of our license to operate
as an NBFC-MFI. In addition, we require several registrations to operate our branches in the ordinary course of
business. These registrations include those required to be obtained or maintained under applicable legislations
governing shops and establishments, professional tax, labor-related registrations and GST registrations of the
particular state in which we operate. Out of the abovementioned operational licenses required to run our business,
the license for shops and establishments has to be periodically renewed after certain years under the laws of certain
states. The validity of such shops and establishment licenses typically ranges from one year to three years,
depending on the state where it is obtained in. Some of these approvalsIn this regard, may have expired in the
ordinary course, and our our Company has either applied, or is in the process of applying for renewals of them.
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For further information on our key approvals and licenses, see “Government and Other Approvals” on page 350.
If we fail to obtain or retain any of these approvals or licenses, or renewals thereof, in a timely manner, or at all,
our business may be adversely affected. If we fail to comply, or a regulator claims that we have not complied, with
any of these conditions, we may be liable to fines or penalties, and our certificates of registration may be suspended
or cancelled and we would no longer be able to carry on such activities required for our business.
Further, several of the licenses and approvals required in relation to our branches are subject to local state or
municipal laws. We have obtained a significant number of, but not all, approvals, licenses, registrations and
permits that we require from the relevant authorities. For example, some of our branches are located in areas that
have recently been required to obtain registrations under shops and establishments legislations, and we are yet to
apply for such registrations.”
h)

Risk Factor 10: It is mentioned that Company is
maintaining CRAR of 27.26% against the
minimum requirement of 15.00%. LM is advised
to explain how the additional infusion of capital
in the company will be beneficial in mitigating
the risk.

The Company submits that the higher the CRAR, the more resilient the entity is during a downturn. Hence an entity
with a high CRAR (higher than the minimum CRAR requirement of 15%) is in a better financial condition than an
entity with a low CRAR. Further, as the Company has a high CRAR, and it is raising proceeds from the sale of equity
shares, it will be in a better position to grow its business.

i)

Risk Factor 11: LM is advised to move this risk
factor in Top 5.

Noted for compliance.

j)

Risk Factor 13: LM is advised to disclose if there
is any KYC norms and AML norms related fraud
reported by the Company and any action
suggested by RBI since 2010.

Complied with to the extent applicable. The Company has confirmed that there have been no KYC norms and AML
norms related frauds reported by the Company since 2010 and accordingly, no actions have been suggested by RBI in
this regard. Accordingly, no changes will be carried out in Risk Factor 13, in pursuance of this.

k)

Risk Factor 14 and 15: LM is advised to simplify
and merge these two risk factors.

Noted for compliance. The Company undertakes to merge the existing Risk Factors 14 and 15 into the new combined
risk factor below:
“Any failure, inadequacy and security breach in our information technology systems, or any fraud and cyberattacks targeted at disrupting our services, may adversely affect our business.
Our operations depend on our ability to process a large number of transactions on a daily basis across our network
of offices. Our financial, accounting or other data processing systems may fail to operate adequately or become
disabled as a result of events that are beyond our control, including a disruption of electrical or communications
services, particularly in the rural areas in which we operate. A significant system breakdown, network outage or
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system failure caused by intentional or unintentional acts would have an adverse effect on our revenue-generating
activities and lead to financial loss. As we grow our business, the inability of our systems to accommodate an
increasing volume of transactions could also constrain our ability to expand. The information available to and
received by our management through our 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 our operations. We may
experience difficulties in upgrading, developing and expanding our systems quickly enough to accommodate our
growing customer base and range of products.
Our operations also rely on the secure processing, storage and transmission of confidential and other information
in our information technology systems and networks. Our information technology systems, software, including
software licensed from vendors, and networks may be vulnerable to computer viruses or other malicious code and
other events that could compromise data integrity and security and result in identity theft, for which we could
potentially be liable. Our controls may not be adequate to prevent frauds and cyber-attacks targeted at disrupting
our services, such as hacking, phishing and theft of sensitive internal data or customer information, which could
lead to losses to our customers and us. The frequency of such cyber threats may increase in the future with the
increased digitization of our services. Not only are we exposed to such risks from our own actions or those of our
employees, but from actions of our third-party service providers, whom we do not control. Moreover, since we
review and retain, in our ordinary course of business, sensitive personal data of our customers for diligence and
KYC checks, any security breaches in our systems could give rise to regulatory liability or litigation. In June 2017,
the RBI issued master directions on information technology frameworks for NBFCs which prescribe measures to
be adopted by NBFCs to minimize cyber risk, including adoption of IT strategy policies (overseen by a strategy
committee), information and cyber security protocols and policies, and reporting of cyber-security incidents and
breaches to the RBI from time to time. For further details, see “Key Regulations and Policies – Key Regulations
Applicable to Our Company – Master Direction - Information Technology Framework for the NBFC Sector
Directions, dated June 8, 2017 (“IT Framework Directions”)” on page 191.
Any failure to effectively maintain or improve or upgrade our information technology and management information
systems in a timely and cost-effective manner could adversely affect our competitiveness, financial position and
results of operations. Moreover, if any of these systems do not operate properly or are disabled or if there are
other shortcomings or failures in our internal processes or systems, it could affect our operations or result in
financial loss, disruption of our business, regulatory intervention or damage to our reputation. In addition, our
ability to conduct business may be adversely impacted by a disruption in the infrastructure that supports our
business. Any cyber-security breach could also subject us to additional regulatory scrutiny and expose us to civil
litigation and related financial liability.”
Further, LM is advised to disclose if there is any
past instance of information Technology Breach
or any instance of cyber attack in the company

Complied with to the extent applicable. The Company has confirmed that during the last three financial years, there
have been no instances of information technology breaches or cyber-attacks on the IT infrastructure of the Company.
Accordingly, no changes will be carried out in Risk Factor 14, in pursuance of this.
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l)

and material impact of the same during last 3
Financial Years.
Risk Factor 16: LM is advised to disclose the
changes of credit ratings for last 3 FYs for all 3
CRA mentioned in Page 153 of DRHP.

Noted for compliance.
The Company undertakes to amend Risk Factor 16 as follows:
“Any downgrade of our credit ratings may constrain our access to capital and debt markets and, as a result,
may adversely affect our cost of borrowings and our results of operations.
The cost and availability of funds is dependent on, among other factors, our credit ratings. Credit ratings reflect a
rating agency's opinion of our financial strength, operating performance, industry position, and ability to meet our
obligations. CARE Advisory Research and Training Ltd has assigned us an organization grading of “MFI 1” or
“MFI One”, which is the highest available grading on an eight point scale. In the last three financial years and as
of March 31, 2021, we had been assigned an “A-” stable credit rating for long-term bank facilities and debt
instruments by CARE. CARE assigned us an “A-” stable credit rating for bank loans, cash credit, NCDs and
subordinated debt (NCD) in the financial year 2019, which was revised to an “A-” positive credit rating in the
financial year 2020 and then back to an “A-” stable credit rating during the financial year 2021. CRISIL Limited
assigned us an “A-” stable credit rating for bank loans for the first time in the financial year 2020, which was
affirmed during the financial year 2021, and assigned us an “A-” stable credit rating for NCDs for the first time
in the financial year 2021. ICRA has assigned us an “A-” stable credit rating for NCDs and subordinated debt
(NCD) for the last three financial years. During the financial year 2020, credit ratings were reduced for MFIs
operating in a particular state as a result of a crisis in the MFI industry. Recently, during the financial year 2021,
due to the economic pressures and uncertainty driven by the current COVID-19 pandemic, several MFI companies
experienced credit rating downgrades and/or negative outlook changes. See “Industry Overview” on page 112.
Any future performance issues for our Company or the industry may result in a downgrade of our credit ratings,
which may constrain our access to capital and debt markets and, as a result, may increase our cost of borrowings
and impair our ability to renew maturing debt. In addition, any downgrade of our credit ratings could result in
additional terms and conditions being included in any additional financing or refinancing arrangements in the
future. If any of the foregoing were to occur, our business, financial condition and results of operations may be
adversely affected.”

m)

Risk Factor 22: LM is advised to move the risk to
top 5.

Noted for compliance.

Further, LM is advised to disclose if there is any
incident of misappropriation or unauthorized

Noted for compliance. The Company has confirmed that there have been certain instances of cash embezzlements or
misappropriation or unauthorized transactions by certain employees which (i) aggregated to an amount of ₹9.77 million,
out of which ₹5.18 million had been recovered, during the financial year 2021, (ii) aggregated to an amount of ₹5.01
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transactions by employees responsible for dealing
with such cash collections during last 3 FYs.

million, out of which ₹2.12 million had been recovered, during the financial year 2020, and (iii) aggregated to an
amount of ₹10.53 million, out of which ₹2.94 million had been recovered, during the financial year 2019. The Company
undertakes to amend the existing Risk Factor 22 as follows:
“A large portion of our collections and disbursements from customers are in cash, exposing us to certain
operational risks.
For the financial years 2021, 2020 and 2019, ₹3,729.39 million, ₹15,946.42 million and ₹13,536.99 million,
respectively, or 10.14%, 44.63% and 48.00%, respectively, of our loans were disbursed through cash. For the
same periods, all our collections, which amounted to ₹32,540.53 million, ₹31,874.18 million and ₹21,652.79
million, respectively, were in cash. Large cash collections and disbursements expose us to the risk of theft, fraud,
misappropriation or unauthorized transactions by employees responsible for dealing with such cash collections.
We have experienced certain instances of misappropriation or unauthorized transactions by certain employees
over the last three financial years, including cash embezzlements which (i) aggregated to an amount of ₹9.77
million, out of which ₹5.18 million had been recovered, during the financial year 2021, (ii) aggregated to an
amount of ₹5.01 million, out of which ₹2.12 million had been recovered, during the financial year 2020, and (iii)
aggregated to an amount of ₹10.53 million, out of which ₹2.94 million had been recovered, during the financial
year 2019. We may also be party to criminal proceedings and civil litigation related to our cash collections, and
we may be subject to regulatory or other proceedings in connection with any unauthorized transactions, fraud or
misappropriation by our representatives and employees, which could adversely affect our goodwill. These risks
are exacerbated by the high levels of responsibility we delegate to our employees and the geographically dispersed
nature of our network. Our customers are primarily from rural markets, which carry additional risks due to
limitations on infrastructure and technology. During the last three financial years, we registered 52 cases of theft
and robbery, which were for an aggregate amount of ₹4.75 million.
In addition, given the high volume of transactions involving cash processed by us, certain instances of fraud and
misconduct by our representatives or employees may go unnoticed for some time before they are discovered and
successfully rectified. Even when we discover instances of fraud and other misconduct and pursue legal recourse
or file claims with our insurance carriers, we cannot assure you that we will recover any amounts lost through
such fraud or other misconduct. Our dependence upon automated systems to record and process transactions may
further increase the risk that technical system flaws or employee tampering or manipulation of such systems will
result in losses that are difficult to detect or rectify.”

n)

Risk Factor 25 :- LM is advised to check the
information related to securitization of assets as
the same is not in line with Disclosure related to
Securitization- Pg 292.

The Company confirms that the information in both places are accurate. In Risk Factor 25, the Company has disclosed
the outstanding value of its securitized and assigned loans as of March 31, 2021, March 31, 2020 and March 31, 2019.
The disclosure on page 292 of the DRHP sets forth amounts relating to securitization transactions entered into during
the financial years 2021, 2020 and 2019.
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o)

Risk Factor 26: LM is advised to move the risk to
Top 10.

Noted for compliance.

Further, LM is advised to disclose how much
account turned into NPA in their first year of
disbursement for last 3 FYs due to improper
credit appraisal.

Noted for compliance. The Company undertakes to amend the existing Risk Factor 26 as follows:
“We depend on the accuracy and completeness of information about borrowers and counterparties for our credit
assessment and risk management. Any misrepresentation, errors in or incompleteness of such information could
adversely affect our business and results of operations.
In deciding whether or not to extend credit or enter into other transactions with borrowers, we rely on, among
others, information furnished to us by or on behalf of borrowers. We may also rely on certain representations from
our borrowers as to the accuracy and completeness of that information. To ascertain the creditworthiness of
potential borrowers, we may depend on credit information companies or credit bureaus, and our reliance on any
misleading information may affect our judgement of credit worthiness of potential borrowers, which may affect
our business and results of operations. We may receive inaccurate or incomplete information as a result of
negligence or fraudulent misrepresentation. In the event that our Our risk management measures and credit
appraisal procedures are not may not be adequate to prevent or deter such activities in all cases, which may
adversely affect our business and results of operations our business and results of operations may be adversely
affected. During the financial years 2021, 2020 and 2019, our total disbursements which turned into NPAs within
the first year of disbursement amounted to ₹234.11 million, ₹615.86 million and ₹170.22 million, respectively.”

p)

Risk Factor 28: LM is advised to disclose that the
guarantee given by Mr. Devesh Sachdev is for
loan facility availed by the company.

Noted for compliance. The Company has confirmed that the personal guarantees undertaken by Devesh Sachdev, the
Company’s Promoter, aggregating to ₹ 1,511.24 million are in relation to the indebtedness availed by the Company.
Accordingly, the Company undertakes to carry out the below changes in Risk Factor 28 in the RHP:
“One of our Promoters has given, and our Promoters may in the future give, personal guarantees to various
third parties.
Our Promoter, Devesh Sachdev, provides personal guarantees to various third parties from time to time, on behalf
of our Company of entities with which he is associated, including as director and partner, in relation to financial
assistance availed by such entities in the normal course of their business. As of July 31, 2021, the total amount
outstanding under such personal guarantees was ₹1,511.24 million. Our other Promoters may also provide such
personal guarantees to third parties in the future. In the event such third parties default on any of their obligations
in respect of the financial assistance availed by them, the personal guarantees issued by Mr. Sachdev, or issued by
any of our other Promoters in the future, may be invoked against them. In such event, the reputation and financial
position of our Promoters may be adversely affected, which may consequently affect our reputation and business
prospects.”

18

q)

r)

s)

Risk Factor 29: LM is advised to disclose whether
RBI has imposed any penalty for non-compliance
with the observations in last 3 FYs.

Complied with to the extent applicable.

Risk Factor 31: LM is advised to disclose the
information of Key Managerial Personnel who
have resigned from the company in last 3 FYs and
any foreseen impact of the said resignation.

Complied with to the extent applicable.

Risk Factor 33: LM is advised to disclose the
details of such companies, if any, where directors
and promoters have invested and such companies
are engaged into business of similar nature.

The Company has confirmed that no Directors or Promoters of the Company currently have invested in other companies
engaged in a similar nature of business as the Company, i.e. the MFI industry. Accordingly, the Company undertakes
to amend Risk Factor 33 as follows:

The Company has confirmed that no penalties have been imposed by the RBI with respect to non-compliances of its
observations in the last three financial years. Accordingly, no changes will be carried out in Risk Factor 29, in
pursuance of this.

The Company has confirmed that there have been no resignations by any of its Key Managerial Personnel in the last
three financial years. We direct your attention to the sub-section ‘Our Management – Changes in Key Management
Personnel during the last three years’ on page 220 in this regard. Accordingly, no changes will be carried out in Risk
Factor 31, in pursuance of this.

“Certain of our shareholders, Directors and/or their respective affiliates may have invested or may invest in
other companies engaged in similar businesses thereby giving rise to a conflict of interest.
Certain of our shareholders, including our Promoters, are investment entities. These investment entities or their
affiliates have invested or may invest in other companies engaged in similar businesses. Certain of our Directors
may also have interests in other companies engaged in similar businesses. While none of our Promoters or
Directors currently have interests in other companies engaged in similar businesses, they may do so in the future.
This may give rise to a conflict of interest and in such event, we cannot assure you that such shareholders and
Directors will continue to act in our best interest.”
t)

u)

Risk Factor 42: LM is advised to move the risk to
top 10.

Noted for compliance.

Further LM is advised to disclose the cash
embezzlements by employees in Risk Factor 22.

Noted for compliance. Please see our response to point .3.m above in relation to changes made to Risk Factor 22.

Risk Factor 65: LM is advised to move the risk to
Top 5 (starting from Risk Factor57) under Risk
Relating to our Equity Shares and this offer (Risk
Factor 57-68).

Noted for compliance.
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v)

Risk Factor 66: Top 5 (starting from Risk Factor
57) under Risk Relating to our Equity Shares and
this offer (Risk Factor 57-68).

4. Objects of the Offer
i.
Page 100 – The Company intends to utilize the
net proceeds towards augmenting its capital base.
LM is advised to explain the basis for arriving at
the fresh issue requirement, including the present
capital requirement and capital availability.

ii.

The name of the selling shareholder shall be
mentioned at all places with “selling shareholder”
in brackets. Amount of OFS shall be mentioned
under OFS.

Noted for compliance.

The Company has confirmed that as it continues to grow its loan portfolio and asset base, it will require additional
capital in order to continue to meet applicable capital adequacy ratios with respect to its business. The Company’s
CRAR as of March 31, 2021 was 27.26%, of which Tier 1 was 25.52%, as disclosed on page 290 of the Draft Red
Herring Prospectus. In the coming quarters, the Company plans to significantly grow its loan advances which would
require Tier 1 capital to comply with the applicable capital adequacy regulations. With the primary capital raise planned
through the Offer, the management of the Company believes that the Company would have adequate capital without
any further need of fresh capital in the short to medium term.
Noted for compliance. The Company has undertaken to add the disclosure below in the sub-section “Objects of the
Offer – Offer for Sale” section of the RHP:
“Offer for Sale
The Selling Shareholders will be entitled to their respective portion of the proceeds of the Offer for Sale after deducting
their proportion of Offer expenses and relevant taxes thereon. Our Company will not receive any proceeds from the
Offer for Sale and the proceeds received from the Offer for Sale will not form part of the Net Proceeds. For further
details of the Offer for Sale, see “Other Regulatory and Statutory Disclosures” on page 351. Set forth below are details
of the size of each Selling Shareholder’s portion of the Offer for Sale.
Selling Shareholder

Devesh Sachdev
Mini Sachdev
Honey Rose Investment Ltd
Creation Investments
Fusion, LLC
Oikocredit, Ecumenical
Development CoOperative Society U.A.
Global Financial Inclusion
Fund

Number of Equity
Shares being sold in
the Offer
Up to 1,300,000
Up to 200,000
Up to 6,321,375
Up to 4,000,000
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Date of resolution passed
by the Selling
Shareholders
July 28, 2021
July 28, 2021

Date of consent from
Selling Shareholders
July 31, 2021
July 31, 2021
July 28, 2021
July 28, 2021

Up to 6,606,375

June 14, 2021

July 30, 2021

Up to 3,539,091

July 15, 2021

July 28, 2021”

Issue/offer expenses shall be shared on a pro-rata
basis even if the issue does not go through or does
not get listed/traded
5. Basis for Offer Price
i.
Under Quantitative Factor I, LM is advised to
explain in the rationale behind allocating weights
for each year.

Noted for compliance.

In line with market practice and recent precedents, the Company has undertaken to make the following changes to
quantitative factor 1 (Basic and Diluted Earnings per Equity Share) in the section “Basis for Offer Price” in the RHP:
1.

Basic and Diluted Earnings Per Equity Share (“EPS”)(1) (2), derived from the Restated Financial Statements

Financial Period
Financial Year ended March 31, 2021
Financial Year ended March 31, 2020
Financial Year ended March 31, 2019
Weighted Average

Basic EPS (in ₹)
5.56
10.47
10.49
8.02 9.66

Diluted EPS (in ₹)
5.49
10.32
10.35
7.91 9.53

Weightage
31
22
13

Basic EPS (₹) = Basic earning per share are calculated by dividing the net restated profit or loss for the year attributable to equity shareholders
by the weighted average number of Equity Shares outstanding during the year.
(2)
Diluted EPS (₹) = Diluted earning per share are calculated by dividing the net restated profit or loss for the year attributable to equity shareholders
by the weighted average number of Equity Shares outstanding during the year as adjusted for the effects of all dilutive potential Equity Shares
outstanding during the year.
(1)

Notes

1.
2.
3.

ii.

Under Quantitative Factor 3, LM is advised to
explain the rationale behind allocating weights
for each year.

Basic EPS and Diluted EPS calculations are in accordance with Indian Accounting Standard 33 'Earning per Share'.
Weighted average number of Equity Shares is the number of Equity Shares outstanding at the beginning of the period adjusted by the number
of Equity Shares issued during the period multiplied by the time weighting factor. The time weighting factor is the number of days for which
the specific shares are outstanding as a proportion of total number of days during the period.
Weighted average = Aggregate of year-wise weighted EPS divided by the aggregate of weights i.e. [(EPS x Weight) for each year] / [Total of
weights]

In line with market practice and recent precedents, the Company has undertaken to make the following changes to
quantitative factor 3 (Return on Net Worth) in the section “Basis for Offer Price” in the RHP:
3.

Return on Net Worth (RoNW)

Particulars
Financial Year ended March 31, 2021
Financial Year ended March 31, 2020
Financial Year ended March 31, 2019
Weighted Average

RoNW (%)

Weightage

3.53%
5.81%
8.10%
5.05% 6.57%

Return on Net Worth (%) = Profit for the year divided by Total Equity at the end of the year derived from Restated financial statements.
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31
22
13

(1)
(2)

(3)

iii.

LM is advised to include the ECL % w.r.t Total
AUM and Gross NPA% for the company and its
listed peers. (as on 31st Mar 2021)

6. Industry Overview
i.
LM is advised to disclose if CRISIL Research
which had prepared the report is in any way
related
to
the
issuer
company/directors/promoters. Further LM is
advised to ensure that reports by CRISIL
Research relied upon while making disclosures in
the draft offer document is included among the
material contracts and documents for inspection.
Furthermore, wherever (each instance) data from
various reports have been used in support of
disclosures made in the offer document, LM is
advised to clearly qualify the source of such
disclosures.
7. Our Business
i.
Page 158 :- LM is advised to support this
information with facts and figures “we were
ranked second among the top ten NBFC – MF is
in India in terms of lowest concentration of
portfolio from the largest state, and we had the
lowest gross loan portfolio per district and per
customer among the top ten NBFC-MF is in
India, for FY 21”.
ii.

Page 172 :- LM is advised to support this
information with facts and figures “we were
ranked first among the top ten NBFC-MFIs in
India in terms of largest number of customers per

Total Equity has been computed as the aggregate of equity and other equity derived from Restated financial statements.
Weighted average = Aggregate of year-wise weighted RoNW divided by the aggregate of weights i.e. [(RoNW x Weight) for each year] / [Total
of weights].
For a detailed calculation of our Return on Net Worth, see “Other Financial Information – Non-GAAP Reconciliation” on page 297.

Noted for compliance. The Company has undertaken to amend the disclosure below in the sub-section “Basis for Offer
Price – Comparison of Accounting Ratios with Listed Industry Peers” section of the RHP to include the data points on
(i) ECL % w.r.t Total AUM; and (ii) Gross NPA%, both as on March 31, 2021, in relation to the Company and its listed
peers.
Based on the confirmation received from CRISIL Research, the Company has informed that CRISIL Research is an
independent agency and is not a related party to the Company or any of its Promoters or Directors, or the BRLMs in
relation to the Offer, as per the definition of “related party” under the Companies Act, 2013 and the Securities and
Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015, each as amended.
Further, the report titled “Industry Report on Microfinance (July 2021)” issued by CRISIL has been included in the
section titled ‘Material Contracts and Documents for Inspection’ on page 413 of the DRHP.
In addition, where industry and/or market data have been included in the disclosure throughout the DRHP, the relevant
source has already been stated.

For the statement “we were ranked second among the top ten NBFC – MF is in India in terms of lowest concentration
of portfolio from the largest state”, please refer to the first table on page 145 of the “Industry Overview” section in the
DRHP which sets forth the Company’s portfolio concentration in its top state (19%) as compared to peers.
For the statement “we had the lowest gross loan portfolio per district and per customer among the top ten NBFC-MFIs
in India”, please refer to the tables on page 146 of the “Industry Overview” section in the DRHP which sets forth the
Company’s gross loan portfolio per district (₹144 million) and per customer (₹21,877) as compared to peers.
Please refer to the first table on page 144 of the “Industry Overview” section in the DRHP which sets forth the
Company’s number of customers per branch (2,986) and per employee (331) as compared to peers.
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branch, and second among the top NBFC-MF is
in India in terms of largest number of customers
per employee, during the financial year 2021”
8. Our Management
i.
LM is advised to confirm that except as disclosed
in this DRHP, there are no other nominee
directors, KMPs or other persons etc, appointed
by any of the shareholders.

Complied with.
The Company has confirmed that except as disclosed in this DRHP, there are no other nominee directors, KMPs or
other persons etc., appointed by any of the shareholders of the Bank.
Further, as disclosed on page 220 of the DRHP under “Our Management – Arrangement or understanding with major
Shareholders, customers, suppliers or others”, please note that the nominee directors on the board of directors of the
Company are the nominees of the promoters of the Company, i.e. Honey Rose and Creation I And Creation II (acting
as a block).

9. Financial Information
i.
LM is advised to additionally include the
increase/decrease in the below items from
Financial Statements of the company in
MANAGEMENTs
DISCUSSION
and
ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS :a) Decrease in Fees and Commission Income
from FY 20 to FY 21.

b) Increase in Impairment on
Instruments from FY 20 to FY 21

For point a), the Company undertakes to amend the disclosure on Total revenue from operations in the “Financial Year
2021 Compared to Financial Year 2020” discussion in the MD&A section as follows:
“Total revenue from operations. Total revenue from operations increased by 18.82% to ₹8,558.12 million for the
financial year 2021 from ₹7,202.64 million for the financial year 2020 primarily due to an increase in interest
income to ₹8,275.64 million from ₹6,664.88 million, which was mainly attributable to an increase in interest
income earned from our loan portfolio. The increase in interest income earned from our loan portfolio was in line
with an increase in active borrowers to 2.12 million from 1.87 million and a corresponding increase in total
disbursements to ₹37,102.95 million from ₹35,740.43 million. The increase in revenue from operations was
partially offset by decreases in (i) net gain on derecognition of financial instruments under amortized cost category
to ₹107.84 million from ₹271.55 million, which was in line with a decrease in the carrying amount of derecognized
financial assets to ₹1,180.20 million from ₹3,522.17 million, and (ii) net gain on fair value changes to ₹167.45
million from ₹231.57 million, which was mainly attributable to lower returns on investments in mutual funds, and
(iii) fees and commission income to ₹7.19 million from ₹34.64 million, which was mainly attributable to lower
income from business correspondence services earned. The decrease in income from business correspondence
services was driven by the termination of our business correspondence agreement which covered certain of our
branches in the state of Madhya Pradesh.”

Financial
For point b), the disclosure in the “Financial Year 2021 Compared to Financial Year 2020” discussion in the MD&A
section already includes the following discussion on Impairment on financial instruments:
“Impairment on financial instruments. Impairment on financial instruments significantly increased to ₹2,207.80
million for the financial year 2021 from ₹926.99 million for the financial year 2020 primarily due to an increase
23

in impairment on loan portfolio to ₹2,196.71 million from ₹913.66 million, which was mainly attributable to
COVID-19-related provisions.”
10. Selected Statistical Information
i.
Page 331: - Under Operational Metrics, LM is
advised to ensure that information should be in
line with rest of DRHP w.r.t. Gross
disbursements, Outstanding value of securitized,
assigned and managed loans.
11. Financial Indebtedness
i.
LM is advised to provide cross referencing to the
Risk factors with respect to the indebtedness as a
part of disclosure.

Noted for compliance.

Noted for compliance. The Company has undertaken to add the disclosure below in the sub-section “Financial
Indebtedness” section of the RHP:
“For information in relation to the risks associated with our indebtedness, see “Risk Factors - Any disruption in our
sources of funding or increase in costs of funding could adversely affect our liquidity and financial condition.” and
“Risk Factors - We are subject to certain conditions and restrictions in terms of our financing arrangements, which
could restrict our ability to conduct our business and operations in the manner we desire and affect our results of
operations and profitability.” on pages [•] and [•].”

12. Other Regulatory and Statutory Disclosures
i.
LM is advised to declare that w.r.t. the DRHP
filed with SEBI, the issuer or any of its promoters
or directors are not declared as 'Fraudulent
Borrowers' by the lending banks or financial
institution or consortium, in terms of RBI master
circular dated July 01, 2016.
ii.

Page - 353: LM is advised to delete ''including
our
Company's
website
wwwfusionmicro.finance.com or the website of
the Selling Shareholders.” under the head
Disclaimer from our Company, our Directors
and the BRLMs.

13. Miscellaneous
a)
LM is advised to ensure that the pledged
1,553,414 Equity Shares representing 1.84% of

Based on the information and confirmations provided by the Company, its Promoters and Directors, we confirm that
the Company, its Promoters and Directors have not been declared as ‘Fraudulent Borrower’ by the lending banks or
financial institution or consortium, in terms of RBI master circular dated July 01, 2016.

Noted for compliance.

Noted for compliance.
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the outstanding paid-up share capital of the
company shall not be a part of proposed OFS
unless the pledge created on the Equity Shares
held by Mr. Devesh Sachdev will be released and
3,500,000 of his equity shares, representing
4.15% of the paid-up share capital, in relation to
which NDU has been executed shall not be unless
NDU will be released prior to the filing of Red
Herring Prospectus with the RoC.
General Clarifications
14.
LM is advised to examine the applicability of
SEBI (Framework for Rejection of Draft Offer
Documents) Order, 2012, to the DRHP of Issuer
Company and confirm whether the said general
order is applicable to the instant public
issue/DRHP. LM is further advised to provide a
para-wise reply on the applicability of aforesaid
order.

The Company has confirmed that 1,553,414 Equity Shares held by Devesh Sachdev representing 1.84% of the
outstanding paid-up share capital of the Company shall not form part of the proposed Offer for Sale, unless the pledge
created on such Equity Shares is released. Additionally, the Company has confirmed that 3,500,000 Equity Shares held
by Devesh Sachdev, representing 4.15% of the paid-up share capital of the Company, in relation to which a non-disposal
undertaking has been entered into shall not form part of the proposed Offer for Sale and will not be offered as promoters’
contribution, unless the non-disposal is released prior to the filing of Red Herring Prospectus with the RoC.

Based on the information and confirmations provided by the Company, we confirm that none of the criteria for rejection
of draft offer documents under the Securities and Exchange Board of India (Framework for Rejection of the Draft Offer
Documents) Order, 2012 (“SEBI Rejection Order”), are applicable to the DRHP or the Offer.
Please refer to Schedule I of this letter for para-wise confirmations on the non-applicability of, or compliance with, as
the case may be, each of the criteria specified under the SEBI Rejection Order in respect of the DRHP.

15.

LM is advised to examine the applicability of
proviso to Regulation 14(4) of SEBI (ICDR)
Regulations, 2018.

Not applicable.

16.

LM is advised to examine the applicability of
SEBI (Issuing Observations on Draft Offer
Documents Pending Regulatory Actions) Order,
2020, dated Feb 05, 2020, to the DRHP of Issuer
Company and confirm whether the said general
order is applicable to the instant public
issue/DRHP. LM is further advised to provide a
para-wise reply on the applicability of aforesaid
order.

Based on the information and confirmations provided by the Company, we confirm that none of the criteria for rejection
of draft offer documents as per the provisions of the Securities and Exchange Board of India (Issuing Observations on
Draft Offer Documents Pending Regulatory Actions) Order, 2020 dated February 5, 2020 (“SEBI Abeyance Order”),
are applicable to the DRHP or the Offer.

LM is advised to submit whether there has been
any instance of issuance of equity shares in the
past by the issuer Company, the Group
Companies or entities forming part of the

Based on information and confirmations received from the Company and entities forming part of the Promoter Group,
it is submitted that there have been no instances in the past of issuance of equity shares by the Company and entities
forming part of the Promoter Group, to more than 49 investors or such higher number of investors as prescribed, in
violation of (a) Section 67(3) of Companies Act, 1956, (b) the relevant sections of the Companies Act, 2013, including

17.

Please refer to Schedule II of this letter for para-wise confirmations on the non-applicability of each of the criteria
specified under the SEBI Abeyance Order.
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Promoter Group to more than 49 investors in
violation of:
a) Section 67(3) of Companies Act, 1956; or
b) Relevant section(s) of Companies Act, 2013,
including Section 42 and the rules notified
thereunder; or
c) The SEBI Regulations; or
d) The SEBI (Disclosure and Investor Protection)
Guidelines, 2000, as applicable.

Section 42 and the rules notified thereunder, each as amended, (c) the Securities and Exchange Board of India (Issue
of Capital and Disclosure Requirements) Regulations, 2018, as amended (“SEBI ICDR Regulations”), or (d) the
Securities and Exchange Board of India (Disclosure and Investor Protection) Guidelines, 2000, as applicable.
Further, please note that as disclosed on page 227 of the DRHP, the Company does not have any group companies as
on the date of the DRHP.
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SCHEDULE I
Para wise compliance of the Securities and Exchange Board of India (Framework for Rejection of Draft Offer Documents) Order, 2012
S.
No.
1.1

Rejection Criteria

Applicability

Where Capital Structure involves any of the following

(i)

Existence of circular transactions for building up the capital / net worth of the issuer.

Not applicable.

(ii)

Ultimate promoters are unidentifiable.

Not applicable.

(iii)

Promoters’ contribution not complying with SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018 in
letter or in spirit.

Not applicable.

1.2
(i)

Where Object of the Issue
Is vague for which a major portion of the issue proceeds are proposed to be utilized.

(ii)

Is repayment of loan or inter corporate deposit or any other borrowing of similar nature, and the issuer is not in a position
to disclose the ultimate purpose for which the loan was taken or demonstrate utilization of the same for the disclosed purpose.

Not applicable.

(iii)

Is such where the major portion of the issue proceeds is proposed to be utilized for the purpose which does not create any
tangible asset for the issuer, such as, expenses towards brand building, advertisement, payment to consultants, etc., and there
is not enough justification for creation of such assets in terms of past performance, experience and concrete business plan
of the issuer.

Not applicable.

(iv)

Is to set up a plant and the issuer has not received crucial clearances / licenses / permissions / approvals from the required
competent authority which is necessary for commencement of the activity and because of such non-receipt of clearances /
licenses / permissions / approvals, the issue proceeds might not be utilized towards the stated objects of the issue.

Not applicable.

(v)

Is such where the time gap between raising the funds and proposed utilization of the same is unreasonably long.

Not applicable.

1.3

Where business model of an issuer is
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Not applicable.

S.
No.

Rejection Criteria

Applicability

Exaggerated, complex or misleading and the investors may not be able to assess the risks associated with such business
models.

Not applicable.

1.4
(i)

Where scrutiny of Financial Statements shows
Sudden spurt in the business just before filing the draft offer document and reply to clarifications sought is not satisfactory.
This will include spurt in line items such as Income, Debtors/Creditors, intangible assets, etc.

(ii)

Qualified audit reports or the reports where auditors have raised doubts / concerns over the accounting policies. This would
also be applicable for the subsidiaries, joint ventures and associate companies of the issuer which significantly contributes
to the business of the issuer. This would also be applicable for the entities where the issue proceeds are proposed to be
utilized.

Not applicable.

(iii)

Change in accounting policy with a view to show enhanced prospects for the issuer in contradiction with accounting norms.

Not applicable.

(iv)

Majority of the business is with related parties or where circular transactions with connected / group entities exist with a
view to show enhanced prospects of the issuer.

Not applicable.

1.5
(i)

Where there exists litigation including regulatory action
Which is so major that the issuer’s survival is dependent on the outcome of the pending litigation.

Not applicable.

(ii)

Which is willfully concealed or covered.

Not applicable.

1.6
(i)

Other General Criteria
Failure to provide complete documentation in terms of requirements of SEBI (Issue of Capital and Disclosure Requirements)
Regulations, 2018.

Not applicable.

(ii)

Non-furnishing of information or delay in furnishing of information or furnishing of incorrect / vague / misleading /
incomplete / false / non satisfactory information to the Board.

Not applicable.

(iii)

Failure to resolve conflict of interest, whether direct or indirect, between the issuer and Merchant Banker appointed by the
issuer to undertake the book building process. Quantification of conflict of interest may not always be possible but it would
largely depend upon the Board's assessment on whether such conflict of interest may affect the judgment and ability of the
Merchant Banker in conducting due diligence activity of issuer.

Not applicable.
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Not applicable.

SCHEDULE II
Para wise compliance with the Securities and Exchange Board of India (Issuing Observations on Draft Offer Documents Pending Regulatory Actions) Order, 2020
Paragraph

Contents

Response

1

Treatment where there is a probable cause for investigation or enquiry or when an investigation or enquiry is in progress
against the entities.

Not applicable.

(1) Where there is a probable cause for investigation, examination or enquiry against the entities, the observations on the draft
offer document filed by the issuer with the Board shall be kept in abeyance for a period of thirty days after such probable cause
arises or the date of filing of the draft offer document with the Board, whichever is later.
(2) Where the Board is unable to conclude such investigation, examination or enquiry against the entities due to the reasons
beyond its control or due to the conduct of the parties other than the entities, the observations on the draft offer document shall
be kept in abeyance for a further period of thirty days.
(3) Where the Board is unable to conclude such investigation, examination or enquiry against the entities due to the conduct of
the entities, the observations on the draft offer document shall be kept in abeyance till the time such investigation, examination or
enquiry is concluded.
2

Not applicable.

Treatment where Show Cause Notice has been issued
(1) Where a show cause notice has been issued to the entities in an adjudication proceeding, the Board may process the draft offer
document and issue observations and advice the entities to make necessary disclosures and statements in respect of such
proceedings and the possible adverse impact of an order on the entities, in the offer document.
(2) Where a show cause notice has been issued in respect of proceedings under sub-section (4) of section 11 or section 11B(1),
the Board shall keep in abeyance the issuance of observations for a period of ninety days from the date of filing of the draft offer
document with the Board.
(3) Where the Board is unable to conclude the proceedings as referred to sub-clause (2) due to the reasons beyond its control or
due to the conduct of the parties other than the entities, the observations on the draft offer document shall be kept in abeyance for
a further period of forty five days.
(4) Where the Board is unable to conclude the proceedings as referred to sub-clause (2) due to the conduct of the entities, the
observations on the draft offer document shall be kept in abeyance till the time such proceedings are concluded.
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Paragraph

Contents

Response

(5) Where no order is passed within the time period specified in clause (3), the Board may process the draft offer document and
issue observations and advise the entities to make necessary disclosures and statements in respect of such proceedings and the
possible adverse impact of an order on the entities, in the offer document.

3

Treatment where recovery proceedings have been initiated or an order for disgorgement or monetary penalty has not been
complied with or in case of non-compliance with any direction issued by the Board.

Not applicable.

Where the Board has initiated proceedings for recovery against the entities or when an order for disgorgement or monetary penalty
passed against the entities is not complied with or in case of non-compliance with any direction issued by the Board, the
observations on the draft offer document filed by the issuer with the Board shall be kept in abeyance till such proceedings are
concluded or until the directions are complied with.
4

Reconsideration of proceedings pursuant to remand by the Securities Appellate Tribunal or court.

Not applicable.

Where proceedings has been remanded by the Securities Appellate Tribunal or a court, the same shall in effect be treated as
proceedings covered under this Order, and the Board may take appropriate action in respect of the draft offer document under the
provisions of this general order, subject to any order passed by the Securities Appellate Tribunal or a court, as the case may be,
while remanding the matter.
5

Issuance of observations when the issuer is restrained by a court from making a public issue or filing of offer document.
Where the issuer has been restrained by a court or tribunal from making an issue of securities or from issuing offer document to
the public, the Board may examine the offer document and issue its observations thereof with a qualification that said observations
are issued in accordance with the regulatory powers conferred on the Board and that the public issue or issuance of the offer
document to the public by the issuer shall be subject to the orders of such court or tribunal or authority.
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Not applicable.

