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DEFINITIONS AND ABBREVIATIONS

CEINNT3

Unless the context otherwise indicates, all references in this Draft Prospectus to “the Issuer”, “our Company”,
“the Company” or “UCL” are to U GRO Capital Limited, a public limited company incorporated under the
Companies Act, 1956, as amended and replaced from time to time, having its registered office at Equinox Business
Park, Tower 3, Fourth Floor, LBS Road, Kurla Mumbai - 400 070, Maharashtra, India. Unless the context
otherwise indicates, all references in this Draft Prospectus to “we” or “us” or “our” are to our Company. Unless
the context otherwise indicates or implies, the following terms have the following meanings in this Draft
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

“We” or “usn or “Our”

Unless the context otherwise indicates or implies, refers to our Company.

¥ / Rs. / INR / Rupees /

Indian Rupees

The lawful currency of the Republic of India

Articles / Articles of

Articles of Association of our Company

Association / AoA

Assets Liability Committee Assets Liability Committee of the Board of Directors
or ALCO

Audit Committee Audit committee of the Board of Directors

Auditor MSKA & Associates

Board/ Board of Directors

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

Company Secretary and
Compliance Officer

The company secretary and compliance officer of our Company, Mr. Aniket
Karandikar

Corporate

Social

Responsibility Committee

Corporate Social Responsibility Committee

Director(s)

Director of our Company, unless otherwise specified

Equity Shares

Equity shares of our Company of face value of 10 each

Independent Director

A Non-Executive, Independent Director as per the Companies Act, 2013 and
the SEBI LODR Regulations, who are currently on the Board of our Company

Key Managerial Personnel

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

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

Promoter Poshika Advisory Services LLP

Reformatted Financial The Reformatted Statement of Assets and Liabilities of the Company as at

Information March 31, 2021, March 31, 2020 and March 31, 2019 and Reformatted

Statement of Profit and Loss and the Reformatted Statement of Cash Flows and
Reformatted Statement of change in equity and the Summary of Significant
Accounting Policies and explanatory notes for the year ended March 31, 2021,
March 31, 2020 and March 31, 2019 (together referred as “IND AS
Reformatted Financial Statements” have been extracted by the Management
from the IND AS Audited Financial Statements of the Company for the year
ended March 31, 2021, March 31, 2020 (“Audited IND AS Financial
Statements”).




Term

Description

Risk Management Risk management committee of the Board of Directors

Committee

Registered Office Equinox Business Park, Tower 3, Fourth Floor, LBS Road, Kurla Mumbai -

400 070, Maharashtra, India
RoC Registrar of Companies, Mumbai
Shareholder(s) The holder(s) of Equity Shares of our Company, unless otherwise specified in
the context thereof
Stakeholders’ Relationship The stakeholders’ relationship committee of our Company
Committee
ISSUE RELATED TERMS
Term Description

Abridged Prospectus ~ The memorandum containing the salient features of the Prospectus

Acknowledgement The slip or document issued by the Designated Intermediary to an Applicant as proof

Slip of registration of the Application Form

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

Allotted

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

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

Applicant/  Investor/ A person who applies for the issuance and Allotment of NCDs pursuant to the terms

ASBA Applicant of this Draft Prospectus, the Prospectus, the Abridged Prospectus and the Application
Form through ASBA process or through UPI Mechanism

Application 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 Prospectus

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

Application Form/ The form in terms of which the Applicant shall make an offer to subscribe to the

ASBA Form 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 Prospectus

“ASBA” or An application (whether physical or electronic) to subscribe to the NCDs offered

“Application pursuant to the Issue by submission of a valid Application Form and authorising an

Supported by Blocked SCSB to block the Application Amount in the ASBA Account or to block the

Amount” or “ASBA Application Amount using the UPI Mechanism, where the Bid Amount will be

Application” blocked upon acceptance of UPI Mandate Request by retail individual investors
which will be considered as the application for Allotment in terms of the Prospectus

ASBA Account 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 X
2,00,000

Banker(s) to the Issue

Collectively, the Public Issue Account Bank, Sponsor Bank and the Refund Bank

Basis of Allotment

The basis on which NCDs will be allotted to successful Applicants under the Issue
and which is described in “Issue Procedure-Basis of Allotment” on page 159.

Bidding Centres

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

Broker Centres

Broker Centres notified by the Stock Exchanges where Applicants can submit the
ASBA Forms 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 website of
the Stock Exchanges at www.bseindia.com and www.nseindia.com

BSE

BSE Limited

Category I -
Institutional Investors

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




Term

Description

e 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;

e 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;

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

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

e 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 X 500 crores as per its last audited financial statements; and

e Mutual Funds registered with SEBI

Category II - Non-
Institutional Investors

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

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

e  Co-operative banks and regional rural banks;

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

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

e  Partnership firms in the name of the partners;

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

e  Association of Persons; and

e Any other incorporated and/ or unincorporated body of persons

Category III - High
Net-Worth Individuals

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

Category IV - Retail
Individual Investors

Resident Indian individuals or HUFs applying through the Karta, for NCDs for an
amount aggregating up to and including X 10 Lakh, across all series of NCDs in the
Issue and shall include Retail Individual Investors, who have submitted bid for an
amount not more than X 200,000 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

Client ID
CDP / Collecting
Depository Participant

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

Coupon / Interest Rate

10.03% (Ten decimal point zero three percent) per annum payable monthly

Acuite Ratings and Research Limited

Credit Rating
Agencies

Debenture Trustee
Agreement

Agreement dated October 14, 2021 entered into between the Debenture Trustee and
our Company wherein the appointment of the Debenture Trustee to the Issue is agreed
as between our Company and the Debenture Trustee

Debenture Trust Deed

Trust deed to be entered into between the Debenture Trustee and the Company, which
shall be executed within the time limit prescribed by applicable statutory and/or
regulatory requirements, for creating appropriate security, in favour of the Debenture




Term

Description

Trustee for the Secured NCD Holders on the assets adequate to ensure 100% asset
cover for the NCDs and the interest due thereon

Debenture  Trustee/

Trustee

IDBI Trusteeship Services Limited

Deemed Date of

Allotment

The Deemed Date of Allotment for the NCDs shall be the date on which the Board of
Directors or Investment and Borrowing Committee thereof approves the allotment of
NCDs or such date as may be determined by the Board of our Company and/or
Investment and Borrowing Committee thereof and notified to the Stock Exchanges.
All benefits under the NCDs including payment of interest will accrue to the NCD
Holders from the Deemed Date of Allotment. The actual Allotment may occur on a
date other than the Deemed Date of Allotment

Demographic Details

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.

Depositories Act

The Depositories Act 1996

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

DP / Depository A depository participant as defined under the Depositories Act

Participant

Designated Branches

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

Designated CDP

Locations

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 Exchanges (www.bseindia.com and
www.nseindia.com) as updated from time to time

Designated Date

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 Prospectus and the Public Issue Account and
Sponsor Bank Agreement

Designated
Intermediary(ies)

Collectively, the Lead Manager, 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 Manager, Lead Brokers,
Trading Members and Stock Exchange where applications have been submitted
through the app/web interface as provided in the SEBI Operational Circular.

Designated RTA

Locations

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 32,00,000)
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.

Designated Stock

Exchange

National Stock Exchange of India Limited

Direct Online

Application

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.

Draft Prospectus

This Draft Prospectus dated October 14, 2021, filed by our Company with the
Designated Stock Exchange for receiving public comments in accordance with the
provisions of the SEBI NCS Regulations and to SEBI for record purpose

Interest /
Payment Date

Coupon

[e]




Term

Description

Issue

Public issue by our Company of 5,00,000 rated, secured, senior, listed, transferable,
redeemable NCDs of face value of ¥ 1,000 each, aggregating up to X 5,000 lakhs.

Issue Agreement

Agreement dated October 14, 2021 between our Company and the Lead Manager

Issue Closing Date

[e]

Issue Opening Date

[e]

Issue Period

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

Lead Manager/ LM

Sundae Capital Advisors Private Limited

Listing Agreement

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

Market Lot 1 (one) NCD

NCDs rated, secured, senior, listed, transferable, redeemable, non-convertible debentures of
face value X 1,000 each that our Company proposes to issue through this Issue.

NCD Holder/ Holder of secured and/or unsecured redeemable non-convertible debentures of face

Debenture Holder(s)/ value of % 1,000 each

Bond Holder(s)

NSE National Stock Exchange of India Limited

OCB or Overseas A company, partnership, society or other corporate body owned directly or indirectly

Corporate Body 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

Public Issue Account

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 respective
Tranche Prospectus

Public Issue Account
Bank

An account(s) opened with the Banker(s) to the Issue to receive monies from the
ASBA Accounts on the Designated Date

Public Issue Account

Agreement dated [e] entered into amongst our Company, the Registrar, the Public
Issue Account Bank, the Refund Bank, Sponsor Bank and the Lead Manager for
appointment of Sponsor Bank in accordance with Debt UPI Circular and for collection
of the Application Amounts from ASBA Accounts and UPI mandates and where
applicable, refunds of the amounts collected from the Applicants on the terms and
conditions thereof

The record date for payment of interest in connection with the NCDs or redemption
of the NCDs, which shall be 15 (Fifteen) days 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 / Investment and Borrowing 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 the Record Date falls on a day when the Stock Exchanges are having a trading
holiday, the immediate subsequent trading day will be deemed or a date notified by
the Company to the Stock Exchanges, will be deemed as the Record Date

and Sponsor Bank
Agreement

Record Date
Recovery Expense
Fund

The recovery expense fund created by our Company with the Stock Exchange, in the
manner as specified by SEBI in circular no.
SEBI/HO/MIRSD/CRADT/CIR/P/2020/207 dated October 22, 2020 as amended
from time to time and in Regulation 11 of SEBI NCS Regulations

Redemption Amount

The amount repayable on redemption of the NCDs, as specified in the Prospectus

Redemption Date

The date on which our Company is liable to redeem the NCDs

Refund Account

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

Refund Bank(s)

The Banker to the Issue, with whom the Refund Account will be opened, which shall
be specified in the Prospectus

Register of Debenture
Holders

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




Term

Description

Registered Broker or
Brokers

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

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

Link Intime India Private Limited

Registrar Agreement

Agreement dated October 13, 2021 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

Security

As specifically disclosed in “Issue Structure” on page 129 of this Draft Prospectus
and detailed in the Debenture Trust Deed

Self-Certified
Syndicate Banks or
SCSBs

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&intmId=40
for UPI, updated from time to time or at such other website as may be prescribed by
SEBI from time to time

The Prospectus

The 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.

Specified
Cities/Specified
Locations

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.

Sponsor Bank

A Banker to the Issue, registered with SEBI, which is appointed by the Issuer to act
as a conduit between the Stock Exchanges and NPCI in order to push the mandate
collect requests and/or payment instructions of the retail individual investors into the
UPI for retail individual investors applying through the app/web interface of the Stock
Exchange(s) with a facility to block funds through UPI Mechanism for application
value upto %2,00,000 and carry out any other responsibilities in terms of the SEBI
Operational Circular.

Stock Exchanges BSE and NSE

Sundae Sundae Capital Advisors Private Limited

Syndicate or Members Syndicate or Members of the Syndicate Collectively, the Lead Brokers appointed in
of the Syndicate relation to the Issue

Collectively, the Lead
Brokers appointed in
relation to the Issue

Syndicate ASBA ASBA Applications through the Lead Manager, Lead Brokers or the Trading

Application Locations Members of the Stock Exchanges only in the Specified Cities

Syndicate ASBA Applications through the Members of the Syndicate or the Designated Intermediaries

Syndicate SCSB  Branches In relation to ASBA Applications submitted to a Member of the Syndicate,

Branches such branches of the SCSBs at the Syndicate ASBA Application Locations named by
the SCSBs to receive deposits of the Application Forms from the members of the
Syndicate, and a list of which is available on
http://www.sebi.gov.in/sebi_data/attachdocs/1365051213899.html or at such other
website as may be prescribed by SEBI from time to time

Tenor Tenor shall mean the tenor of the NCDs, as specifically disclosed in “Issue Structure”
on page 129 of this Draft Prospectus

Transaction The acknowledgement slip or document issued by any of the Designated Intermediary

Registration Slip or
TRS

to an Applicant upon demand as proof of registration of the Application Form

Trading Members

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




Term

Description

with the Stock Exchange for collection and electronic upload of Application Forms
on the electronic application platform provided by the Stock Exchange

Tripartite Agreements

Tripartite agreement dated March 20, 2019 among our Company, the Registrar and
CDSL and tripartite agreement dated March 20, 2019 among our Company, the
Registrar and NSDL

“UPI” or “UPI
Mechanism”

Unified Payments Interface mechanism in accordance with the SEBI Operational
Circular as amended from time to time, to block funds for application value upto X
2,00,000 submitted through intermediaries, namely the Registered Stock brokers,
Registrar and Transfer Agent and Depository Participants.

UPI ID

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

“UPI Mandate
Request” or “Mandate
Request”

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.

Wilful Defaulter

Includes wilful defaulters as defined under Regulation 2(1)(11l) of the Securities and
Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2018

Working Day(s)

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 SEBL

CONVENTIONAL AND GENERAL TERMS OR ABBREVIATION

Term Description

AGM Annual General Meeting

AIF 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

AS Accounting Standards issued by Institute of Chartered Accountants of India

ASBA Application Supported by Blocked Amount

AUM Asset Under Management

CAGR 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

CDSL Central Depository Services (India) Limited

CIN Corporate Identification Number

Companies Act/ Act/
Companies Act, 2013

The Companies Act 2013, to the extent notified, read with rules framed, 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

CP Commercial Paper

CRAR Capital to Risk-Weighted Assets Ratio

CRPC Code of Criminal Procedure, 1973, as amended
CSR Corporate Social Responsibility

ECB External Commercial Borrowings

ECS Electronic Clearing Scheme

DIN Director Identification Number

DRR Debenture Redemption Reserve

EGM Extraordinary General Meeting

FCNR Foreign Currency Non-Repatriable

FDI Foreign Direct Investment

FDI Policy The Government policy, rules and the regulations (including the applicable

provisions of the FEMA Non-Debt Rules) issued by the Government of India




Term

Description

prevailing on that date in relation to foreign investments in our Company’s sector of
business as amended from time to time

FEMA

Foreign Exchange Management Act, 1999, as amended

Financial Year/ Fiscal/
FY

Period of 12 months ended March 31 of that particular year

FIR

First Information Report

GDP

Gross Domestic Product

Gol or Government

Government of India

HNI

High Net worth Individual

HUF Hindu Undivided Family
ICAI Institute of Chartered Accountants of India
IFRS International Financial Reporting Standards

Income Tax Act

Income Tax Act, 1961, as amended

Income Tax Rules

Income Tax Rules, 1962, as amended

IND AS /Ind AS 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

Indian GAAP 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

IRDAI Insurance Regulatory and Development Authority of India

IT Information Technology

MCA Ministry of Corporate Affairs, Gol

MoF Ministry of Finance, Gol

NACH National Automated Clearing House

NBFC Non-Banking Financial Company, as defined under applicable RBI guidelines

NEFT National Electronic Fund Transfer

PAN Permanent Account Number

PAT Profit After Tax

QIP Qualified Institutional Placement

RBI Reserve Bank of India

RTGS Real Time Gross Settlement

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

SEBI Securities and Exchange Board of India

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

SEBI Operational
Circular

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

SEBI ICDR Securities and Exchange Board of India (Issue of Capital and Disclosure

Regulations Requirements) Regulations, 2018, as amended

SEBINCS Regulations  Securities and Exchange Board of India (Issue and Listing of Non-Convertible
Securities) Regulations, 2021

SEBI Listing Securities and Exchange Board of India (Listing Obligations and Disclosure

Regulations / SEBI
LODR

Requirements) Regulations, 2015, as amended

BUSINESS/ INDUSTRY RELATED TERMS

Term

Description

Adjusted CRAR

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

CIBIL Credit Information Bureau (India) Limited
KYC Know Your Customer

ROE Return on Equity

UIDAI Unique Identification Authority of India

Notwithstanding anything contained herein, capitalised terms that have been defined in “Capital Structure”,

P

“Key Regulations and Policies”, “History and Certain Corporate Matters”, “Statement of Tax Benefits”, “Our



s

Management”, “Financial Statements”, ‘“Financial Indebtedness”, “Outstanding Litigations”, “Issue
Procedure” and “Main Provisions of the Articles of Association of our Company” on pages 37, 84, 82, 48, 98,
112, 113, 123, 159 and 202 respectively, will have the meanings ascribed to them in such sections.



CERTAIN CONVENTIONS, USE OF FINANCIAL, INDUSTRY AND MARKET DATA AND
CURRENCY OF PRESENTATION

Certain Conventions

All references in this Draft 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 Prospectus are to the page numbers of this
Draft 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
months 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 Prospectus
are to a calendar year and references to a Financial 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, 2021, 2020, and 2019 has been prepared in accordance with Ind AS.

The Reformatted Financial Information are included in this Draft Prospectus. The reports on the Reformatted
Financial Information, as issued by the Statutory Auditors of our Company, MSKA & Associates, Chartered
Accountants are included in this Draft Prospectus in “Financial Statements” on page 112.

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 the financial years ended on March 31, 2021, March 31 2020 and
March 31, 2019 has been derived from the Reformatted Financial Information included in this Draft Prospectus.

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 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 Prospectus should accordingly be
limited.

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 than debt securities and subordinated liabilities) and Total Debt/Total Equity
(together, “Non-GAAP Financial Measures™), presented in this Draft 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 Financial 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 Financial measures are not standardised terms, hence a direct
comparison of these Non-GAAP Financial Measures between companies may not be possible. Other companies
in financial services industry may calculate these Non-GAAP Financial Measures differently from us, limiting its
usefulness as a comparative measure. Although such Non-GAAP Financial 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.
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Currency and Unit of Presentation

In this Draft Prospectus, references to “I”, “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 Prospectus, data will be
given in X in lakhs and / or crore.

Certain figures contained in this Draft 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 Prospectus consists of estimates based on data reports compiled
by Government bodies, professional organisations and analysts, data from other external sources, 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
Prospectus is reliable, it 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 Prospectus is meaningful depends on the reader’s
familiarity with and understanding of the methodologies used in compiling such data. There are no standard data
gathering methodologies in the industry in which we conduct our business and methodologies, and assumptions
may vary widely among different market and industry sources.

Given that we have compiled, extracted and reproduced data from external sources, including third parties, trade,
industry or general publications, we accept responsibility for accurately reproducing such data. However, neither
we nor the Lead Manager has independently verified this data and neither we nor the Lead Manager makes 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
Manager can assure potential investors as to their accuracy.
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FORWARD LOOKING STATEMENTS

Certain statements contained in this Prospectus that are not statements of historical fact constitute “Forward
Looking Statements”. Investors can generally identify forward-looking statements by terminology such as “aim”,
“anticipate”, “believe”, “continue”, “could”, “estimate”, “expect”, “intend”, “may”, “objective”, “plan”,
“potential”, “project”, “pursue”, “shall”, “seek”, “should”, “will”, “would”, or other words or phrases of similar
import. Similarly, statements that describe our strategies, objectives, plans or goals are also forward-looking
statements. All statements regarding our expected financial conditions, results of operations, business plans and
prospects are forward-looking statements. These forward-looking statements include statements as to our business
strategy, revenue and profitability, new business and other matters discussed in this Draft Prospectus that are not
historical facts. All forward-looking statements are subject to risks, uncertainties and assumptions about us that
could cause actual results to differ materially from those contemplated by the relevant forward-looking statement.
Important factors that could cause actual results, including our financial conditions and results of operations to
differ from our expectations include, but are not limited to, the following:
e  We operate in an increasingly competitive financial services industry, which creates significant pricing
pressures and may adversely affect our net interest margins, income and market share;
Performance of the financial and capital markets in India and globally;
We are involved in certain legal and other proceedings which, if determined against us, may have impact on
our operations;
e The outcome of any legal or regulatory proceedings we are or may become a party to; Changes in Indian
and/or foreign laws and regulations, including tax, accounting, banking, securities, Insurance and other
regulations; changes in competition and the pricing environment in India; and regional or general changes in
asset valuations;
Our inability to successfully diversify our portfolio;
Any disruption in our sources of funding;
Our inability to obtain or maintain statutory or regulatory approvals and licenses for conducting our business;
Performance of the Indian debt and equity markets;
Occurrence of natural calamities, pandemics, or natural disasters affecting the areas in which our Company
has operations; and
e Any increase in the levels of non-performing assets (“NPA”) on our loan portfolio, for any reason;
whatsoever would adversely affect our business and results of operations.

For further discussion of factors that could cause our actual results to differ, see “Risk Factors” on page 13 of
this Draft Prospectus. All forward-looking statements are subject to risks, uncertainties and assumptions about
our Company that could cause actual results and valuations to differ materially from those contemplated by the
relevant statement.

Additional factors that could cause actual results, performance or achievements to differ materially include, but
are not limited to, those discussed under “Industry Overview" and "Our Business" on page 62 and 72 respectively
of this Draft Prospectus. The forward-looking statements contained in this Draft Prospectus are based on the
beliefs of management, as well as the assumptions made by and information currently available to management.
Although our Company believes that the expectations reflected in such forward-looking statements are reasonable
at this time, it cannot assure investors that such expectations will prove to be correct or will hold good at all times.
Given these uncertainties, investors are cautioned not to place undue reliance on such forward-looking statements.
If any of these risks and uncertainties materialise, or if any of our Company’s underlying assumptions prove to be
incorrect, our Company’s actual results of operations or financial condition could differ materially from that
described herein as anticipated, believed, estimated or expected. All subsequent forward-looking statements
attributable to our Company are expressly qualified in their entirety by reference to these cautionary statements.

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

An investment in NCDs involves a certain degree of risk. You should carefully consider all the information

contained in this Prospectus, including the risks and uncertainties described below, and the information provided
in “Our Business” on page 72 and “Financial Statements” on page 112, before making an investment decision.

The risk factors set forth below do not purport to be complete or comprehensive in terms of all the risk factors
that may arise in connection with our business or any decision to purchase, own or dispose of the NCDs. The
following risk factors are determined on the basis of their materiality. In determining the materiality of risk
factors, we have considered risks which may not be material individually but may be material when considered
collectively, which may have a qualitative impact though not quantitative, which may not be material at present
but may have a material impact in the future. Additional risks, which are currently unknown or now deemed
immaterial, if materialise, may have a material adverse effect on our business, financial condition and results of
operations in the future. The market prices of the NCDs could decline due to such risks and you may lose all or
part of your investment including interest thereon.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial
or other implication of any of the risks described in this section. This Draft Prospectus also contains forward-
looking statements that involve risks and uncertainties. Our results could differ materially from those anticipated
in these forward-looking statements as a result of certain factors, including events described below and elsewhere
in this Draft Prospectus. Unless stated otherwise, the financial data in this section is as per our Reformatted Ind
AS Financial Statements for the Financial Year ending March 31, 2021, 2020 and 2019 prepared in accordance
with Ind AS.

Risks relating to our Business and our Company

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

The financial year 2020-21 began with ongoing COVID-19 pandemic that led to nationwide lockdown. The
lockdown was relaxed in a phased manner depending upon the severity and magnitude of the spread of the
pandemic. The cases started declining after reaching peak levels in September 2020. With revival of economic
activities due to easing of lockdown, economy rebounded. However, the resurgence of COVID-19 pandemic
impacted the nascent economic revival that was taking shape. The most vulnerable category of borrowers are
individual borrowers, small businesses and MSMEs.

Our Company specifically lends to MSMEs. In order to mitigate the stress caused by the Covid-19 pandemic
on several sectors across the country, the Government has announced an Emergency Credit Line Guarantee
Scheme (“ECLGS”). The ECLGS aims to provide 100 percent guaranteed coverage to the banks, non-banking
financial institutions (NBFCs) and other lending institutions in order to enable them to extend emergency
credit to business entities that have suffered due to the Covid-19 pandemic and are struggling to meet their
working capital requirements. The scheme aimed to provide Rs 3 lakh crore worth of collateral-free,
government-guaranteed loans to micro, small and medium enterprises (MSMEs) across India to mitigate the
distress caused by the coronavirus-induced lockdown. Under the ECLGS, the Company has disbursed X 45.77
Crores as on 31st March 2021.

RBI took several standard and innovative measures to ensure liquidity in the system. RBI permitted lending
institutions to provide relief to the borrowers for a period of six months starting from 1st March 2020 to 31st
August 2020 from EMI payments and working capital interest payments. It also announced relief measures
for MSME:s including new restructuring guidelines to retain loans from banks and NBFCs’ to such qualifying
MSME:s classified as standard within the regulatory framework. RBI also declared Resolution Framework for
COVID-19-related stress through which a window to enable lenders to implement a resolution plan in respect
of eligible corporate exposures without change in ownership, and personal loans, while classifying such
exposures as Standard, subject to specified conditions. Reserve Bank of India vide its circular dated 7th April
2021 instructed all lending institutions to refund / adjust ‘interest on interest’ to all borrowers including those
who had availed of working capital facilities during the moratorium period, irrespective of whether
moratorium had been fully or partially availed or not availed. Pursuant to these instructions, Our Company
has estimated an amount of % 54.71 lacs and charged the same to Profit and Loss Account for the year ended
31st March 2021 on the basis of the methodology for calculation of the amount of such ‘interest on interest’
finalised by the Indian Banks Association (IBA) in consultation with other industry participants / bodies.
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The physical and emotional wellbeing of employees continues to be a top priority for our Company.
Accordingly, our Company has taken various measures to provide support to its employees. The number of
COVID-19 positive employees and their family members are being tracked on a daily basis to provide them
support as and when required. Our Company has also provided specific group insurance policy and home care
insurance cover to employees and their families who contracted COVID-19. Our Company implemented work
from home from 20th March, 2020. All the systems of our Company are cloud enabled and the routine work
can be carried out remotely eliminating the need for employees physical presence.

As these are unforeseen circumstances, it may give rise to risks that we may not have anticipated. If the
outbreak of any of these pandemic or other severe pandemic, continues for an extended period, occur again
and/or increases in severity, it could have an adverse effect on economic activity worldwide, including India,
and could materially and adversely affect our business, cash flows, financial condition and results of
operations.

Our Company, Directors and Promoter are subject to certain legal proceedings and any adverse decision
in such proceedings may have a material adverse effect on our business, financial condition and results of
operations.

We, our Directors and Promoter are subject to certain legal proceedings including civil suits, consumer
litigations, tax litigations etc. We incur substantial cost in defending these proceedings before a court of law.
Moreover, we are unable to assure you that we or our Promoter and Directors shall be successful in any or all
of these actions. In the event, we or our Promoter and Directors suffer any adverse order, our reputation may
suffer and may have an adverse impact on our business and results of operations. We cannot assure that an
adverse order by any statutory or governmental authority would not have a negative impact on our profit and
financial condition. For further details of the legal proceedings that we are subject to, please refer to
“Outstanding Litigation” on page 123.

Our financial performance is particularly vulnerable to interest rate volatility. If we are unable to manage
interest rate risk in the future it could have an adverse effect on our net interest margin, thereby adversely
affecting business and financial condition of our Company.

We are engaged in the lending business. Our results of operations are substantially dependent upon the level
of our Net Interest Margins. Interest income from our financing activities is the largest component of our total
income, and constituted 96.60% and 75.03%, of our total income for the Financial Year 2021 and 2020,
respectively. As of March 31, 2021 and March 31, 2020, our loan book was % 1,317 cr and X 861 cr
respectively. We borrow and lend funds on both fixed and floating rates. Volatility in interest rates can
materially and adversely affect our financial performance. In a rising interest rate environment, if the yield on
our interest-earning assets does not increase simultaneously with or to the same extent as our cost of funds, or,
in a declining interest rate environment, if our cost of funds does not decline simultaneously or to the same
extent as the yield on our interest-earning assets, our net interest income and net interest margin would be
adversely impacted.

Accordingly, our operations are susceptible to fluctuations in interest rates. Interest rates are highly sensitive
and fluctuations thereof are dependent upon many factors which are beyond our control, including the
monetary policies of the RBI, de-regulation of the financial services sector in India, domestic and international
economic and political conditions, inflation and other factors. Rise in inflation, and consequent changes in
bank rates, repo rates and reverse repo rates by the RBI have led to an increase in interest rates on loans
provided by banks and financial institutions, and market interest rates in India have been volatile in recent
periods.

We do not hedge our exposure to interest rate changes. We cannot assure you that we can adequately manage
our interest rate risk in the future. Further, changes in interest rates could affect the interest rates charged on
interest earning assets and the interest rates paid on interest bearing liabilities in different ways. Thus, our
results of operations could be affected by changes in interest rates and the timing of any re-pricing of our
liabilities compared with the re-pricing of our assets.

Our business requires substantial capital, and any disruption in funding sources would have a material
adverse effect on our liquidity and financial condition.
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As an NBFC, our liquidity and on-going profitability are, in large part, dependent upon our timely access to,
and the costs associated with, raising capital. Our funding requirements historically have been met from
issuance of redeemable non-convertible debentures, term loans, borrowing from banks, issue of equity shares.
As a part of business strategy, the Company also down sell its loan portfolio for raising of additional funds for
meeting its business requirements. Thus, our business depends and will continue to depend on our ability to
access diversified funding sources. Our ability to raise funds on acceptable terms and at competitive rates
continues to depend on various factors including our credit ratings, the regulatory environment and policy
initiatives in India, investors' and/or lenders' perception of demand for debt and equity securities of NBFCs,
and our current and future results of operations and financial condition. While our borrowing costs have been
competitive in the past, if we are unable to access funds at an effective cost that is comparable to or lower than
our competitors, we may not be able to offer competitive interest rates for our loans. This may adversely
impact our business, prospects, cash flow, results of operations and financial condition.

Changes in economic and financial conditions or continuing lack of liquidity in the market could make it
difficult for us to access funds at competitive rates. Such conditions may lead to a disruption in our primary
funding sources at competitive costs and would have a material adverse effect on our liquidity and financial
condition.

. High levels of customer defaults or delays in repayment of loans could adversely affect our business,
financial condition and results of operations.

Our business involves lending money and accordingly we are subject to customer default risks including
default or delay in repayment of principal and/or interest on our loans. Customers may default on their
obligations to us as a result of various factors including bankruptcy, lack of liquidity, lack of business and
operational failure. If borrowers fail to repay loans in a timely manner or at all, our financial condition and
results of operations will be adversely impacted.

In addition, our customer portfolio consists of individuals, small and medium enterprises and other group of
the under banked community, who may or may not have easy access to financing from commercial banks or
other organized lenders and often have limited credit history. Such borrowers generally are less financially
resilient than larger corporate borrowers, and, as a result, they can be more adversely affected by declining
economic conditions. In addition, we may not receive updated information regarding any change in the
financial condition of our customers or may receive inaccurate or incomplete information as a result of any
fraudulent misrepresentation on the part of our customers. Furthermore, unlike several developed economies,
a nationwide credit bureau has only recently become operational in India, so there is less financial information
available about the creditworthiness of our customers. It is therefore difficult to carry out precise credit risk
analyses on our clients.

Our Company has in the past faced few instances of customers having defaulted and/or failed to repay dues in
connection with loans and/or finance provided by our Company and has also initiated various legal
proceedings in connection therewith. Further our Company also in certain cases restructured the terms and
conditions of loans and/or finance provided to the customers, subject to applicable statutory and/or regulatory
requirements. Further any delays in repayment of loans by our customers in a timely manner or at all, could
impact our funding plans.

Customer defaults could also adversely affect our levels of NPAs and provisioning of the same, which could
in turn adversely affect our operations, cash flows and profitability. Our Gross NPAs have increased from
817.76 lakhs as at March 31, 2020 representing 0.95% of the loan book to % 3,647.71 lakhs as at March 31,
2021 representing 2.77% of the total loans and advances and our Net NPAs have increased from X 458.08
lakhs as at March 31, 2020 representing 0.53% of the loan book to X 2,297.45 lakhs as at March 31, 2021
representing 1.74% of the total loans and advances. Although we believe that our risk management controls
are sufficient, we cannot be certain that they will continue to be sufficient. Failure to continuously monitor the
loan contracts, could adversely affect our credit portfolio which could have a material and adverse effect on
our results of operations and financial condition.

We have limited operating history and evolving business make it difficult to evaluate our business and

future operating results on the basis of our past performance, and our future results may not meet or exceed
our past performance.
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The present management has acquired our Company in the Financial Year 2018-19 from the erstwhile
management. As per the strategy of the Company, we have recently forayed into MSME lending. As a result
of our limited operating history under the new management, there is limited historical operating information
available to help prospective investors to evaluate our past performance as an entity. Given we have limited
operating history in the loan finance business, we may face significant challenges in developing and
institutionalizing our procedures and policies for that business. The loan finance business would require
extensive monitoring, strict compliance with KYC requirements and prudent risk management. Our growth
plans will place significant demands on our operational, credit, financial and other internal risk controls,
making our management of asset quality increasingly important.

Our business in each sector and overall is growing and the results and amounts set forth in our financial
statements may not provide a reliable indication of our future performance. Accordingly, you should evaluate
our business and prospects in light of the risks, uncertainties and difficulties frequently encountered by both
high growth companies and financial institutions that are in the early stages of development. Our failure to
mitigate these risks and uncertainties successfully could materially adversely affect our business and operating
results.

We may not be able to recover, on a timely basis or at all, the full value of collateral or amounts which are
sufficient to cover the outstanding amounts due under defaulted loans.

Out of our Company’s total gross loan portfolio of X 1,304.31 cr as at March 31, 2021, 66.65% of the aggregate
gross value of our loan book i.e. T 869.31 cr is secured by collaterals and X 435.01 cr representing 33.35% of
the aggregate gross value of our loan book is unsecured loans. The value of collaterals is dependent on various
factors inter-alia including (i) prevailing market conditions, (ii) the general economic and political conditions
in India, (iii) the markets in the areas in which we operate.

The value of the security provided to us, may be subject to reduction in value on account of other extraneous
reasons. Consequently, the realizable value of the security for the loans provided by us, when liquidated, may
be lower than principal amount outstanding along with interest and other costs recoverable from such
customers. Although we believe that we generally maintain a sufficient margin in the collateral value, if we
have to enforce such pledges and if at the time of such enforcement, due to adverse market conditions, the
market value of the pledged securities have fallen to a level where we are unable to recover the monies lent
by us, along with interest accrued thereon and associated costs, the results of our operations would be adversely
affected. In case of any shortfall in margins in connection with the securities pledged as collaterals, we
typically call upon the relevant customer to provide further collateral to make up for the deficit in such margins.

Furthermore, enforcing our legal rights by litigating against defaulting customers is generally a slow and
potentially expensive process in India. Accordingly, it may be difficult for us to recover amounts owed by
defaulting customers in a timely manner or at all.

We are subject to supervision and regulation by the RBI as a systemically important non - deposit accepting
NBFC, and changes in RBI’s regulations governing us could adversely affect our business.

We are classified as a systemically important non - deposit accepting NBFC with asset size of more than
50,000 lakhs and therefore we are subject to the RBI’s guidelines on financial regulation of NBFCs, including
capital adequacy, exposure and other prudential norms. 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 RBI’s regulation of NBFC-ND-SIs may change or
become more rigorous in the future which may require our Company to restructure its activities, incur
additional costs or could otherwise adversely affect its business, financial performance and cash flows. 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.

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 subject to varying interpretations. If the interpretation of the
regulators and authorities varies from our interpretation, we may be subject to penalties and our business could
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11.

be adversely affected. We are also subject to changes in laws, regulations and accounting principles and
practices. There can be no assurance that the laws governing the financial services sector will not change in
the future or that such changes or the interpretation or enforcement of existing and future laws and rules by
governmental and regulatory authorities will not adversely affect our business and future financial
performance.

We may be subject to regulations in respect of provisioning for non-performing assets. If such provisions
are not sufficient to provide adequate cover for loan losses that may occur, this could have an adverse effect
on our financial condition, liquidity and results of operations.

RBI guidelines prescribe the provisioning required in respect of our outstanding loan portfolio. These
provisioning requirements may require us to reserve lower amounts than the provisioning requirements
applicable to financial institutions and banks in other countries. The provisioning requirements may also
require the exercise of subjective judgments of management. The RBI vide the RBI SI Master Directions
provides for the regulatory framework governing NBFCs pertaining to provision for standard assets.

There are multiple factors that affect the level of NPAs in our Company. Various factors that are beyond our
control, such as macro-economic factors (including a rise in unemployment, a sharp and sustained rise in
interest rates, developments in the Indian economy, movements in global commodity markets and exchange
rates), regulatory hurdles and global competition as well as customer specific factors such as wilful default
and mismanagement of a customer’s operations, may result in increasing NPA levels and may have an adverse
impact on the quality of our loan portfolio. If we are unable to effectively control our NPA levels in the future,
we will be required to increase our provisions, which may adversely affect our profitability and financial
condition. The RBI regulates certain aspects of the recovery of non-performing loans, such as the use of
recovery agents. Any limitation on our ability to recover, control and reduce non-performing loans under the
applicable regulatory regime or otherwise could affect our collections and ability to foreclose on existing
NPAs. The level of our provisions may not be adequate to cover further increases in the amount of our
nonperforming assets or a decrease in the value of the underlying collateral. If we are unable to control the
level of our NPAs in the future, quality of our loan portfolio could deteriorate, our credit ratings could be
downgraded and our cost of funds could increase, any of which could have a material adverse effect on our
financial condition and results of operations.

We are subject to supervision by regulatory authorities and non-compliance with observations made by
regulatory authorities during their periodic inspections could expose us to penalties and restrictions.

As a NBFC-ND-SI, we are subject to periodic inspection by the RBI under Section 45N of the Reserve Bank
of India Act, 1934 (the “RBI Act”), pursuant to which the RBI may inspect our books of accounts and other
records for the purpose of verifying the correctness or completeness of any statement, information or
particulars furnished to the RBI. Any irregularities found during such investigations by RBI could expose us
to warnings, penalties and restrictions.

During the course of finalization of inspection, regulatory authorities may share their findings and
recommendations with us and give us an opportunity to provide justification and clarifications. Further, such
regulatory authorities may also seek certain clarifications and share their findings in the ordinary course of
business. We cannot assure you that these authorities will not find any deficiencies in future inspections or
otherwise / the authorities will not make similar or other observations in the future.

In the event we are unable to resolve such deficiencies to the satisfaction of the relevant authority, we may be
restricted in our ability to conduct our business as we currently do. While we seek to comply with all regulatory
provisions applicable to us, in the event we are unable to comply with the observations made by the regulatory
authorities, we could be subject to penalties and restrictions which may have an adverse effect on our business,
results of operations, financial condition and reputation.

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, cash flows 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, we are also required to comply with certain other
regulatory requirements imposed by the RBI from time to time. In future, there could be circumstances where

17



our Company may be required to renew applicable permits and approvals, including its registration as a
systemically important non-deposit taking NBFC 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. 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, labour-related registrations, GST
registrations and trade licenses of the particular state in which we operate. Some of these approvals may have
expired in the ordinary course, and our Company has either applied, or is in the process of applying for
renewals of them. 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, cash flows and results of operation.

In addition, if we establish additional branches, such branches need 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.

12. Our loan book comprises of unsecured loans. Our inability to recover the amounts due from customers in
connection with such loans in a timely manner could adversely affect our operations and profitability.

Our loan book comprises of unsecured loans. Since such loans are unsecured, in case of customer defaults in
connection with such loans, our ability to realise the amounts due to us for such loans would be restricted to
initiating legal proceedings for recovery, as we will not have the benefit of enforcing any security interest
related to such loans. There can be no guarantee as to the time that would be taken for the final disposal of
such legal proceedings and/or our ability to obtain favourable decisions in connection therewith.

Because of the unsecured nature, it is essential that such loans are appropriately priced, taking into account a
possible high rate of interest and all other relevant factors. In making a decision whether to extend credit to
prospective customers, and the terms on which we are willing to provide credit, including the price, we rely
heavily on our credit scoring models, and our credit experience gained through monitoring the performance
of customers over time. Our credit scoring models are based on previous historical experience. If our credit
scoring models are not redeveloped as required or if they do not perform up to target standards we may
experience increasing defaults or higher customer acquisition costs.

As of March 31,2021, our unsecured lending book was X 435.01 cr constituting 33.35% of our total loan book.
Further, our lending products generally do not have any definite end-use restrictions and our customers may
utilise such loans for various purposes, which are often incapable of being monitored on a regular basis or at
all.

Our inability to recover the amounts due from customers in connection with such loans in a timely manner or
at all and/or to comply with applicable statutory/regulatory requirements in connection with such loans could
adversely affect our operations and profitability.

13. Our business operations involve transactions with relatively high risk borrowers. Any default from our
customers could adversely affect our business, results of operations and financial condition.

A certain portion of our target customers typically have limited access to credit with limited to or no prior
credit history. As a result, we are more vulnerable to customer default risks including delay in repayment of
principal or interest on our loans. Although we have our own customised due diligence and credit analysis
procedures, there can be no assurance that we will be able to ensure a lower delinquency rate. Our profitability
depends on our ability to evaluate the right income levels of our customers, assess the credit risks and to price
our loans accordingly. Our customers may default on their obligations as a result of various factors including
bankruptcy, insolvency, lack of liquidity and/or failure of the business or commercial venture in relation to
which such borrowings were sanctioned. 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 financial condition.
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We face increasing competition in our business which may result in declining margins if we are unable to
compete effectively.

We face competition in all our lines of business. Our primary competitors are other NBFCs, public sector
banks, private sector banks, co-operative banks and foreign banks and the unorganized financiers who
principally operate in the markets where we operate. Banks have access to low cost funds which enables them
to enjoy higher margins and / or offer finance at lower rates. NBFCs do not have access to large quantities of
low cost deposits, a factor which can render them less competitive. In addition, interest rate deregulation and
other liberalization measures affecting the retail and small and medium enterprises finance sector, together
with increased demand for capital by individuals as well as small and medium enterprises, have resulted in an
increase in competition.

In addition, our target customers also borrow from money lenders and non-institutional lenders which may
lend at higher rates of interest.

All of these factors have resulted in us facing increased competition from other lenders in each of our lines of
businesses, including commercial banks and other NBFCs. Our ability to compete effectively will depend, to
some extent, on our ability to raise low-cost funding in the future. Furthermore, as a result of increased
competition in the finance sector, finance products are becoming increasingly standardized and variable
interest rate and payment terms and lower processing fees are becoming increasingly common in the finance
sector in India. There can be no assurance that we will be able to react effectively to these or other market
developments or compete effectively with new and existing players in the increasingly competitive finance
industry. Increasing competition may have an adverse effect on our net interest margin, and, if we are unable
to compete successfully, our market share may decline. If we are unable to compete effectively with other
participants in the finance sector, our business, future financial performance and the trading price of the NCDs
may be adversely affected.

We are exposed to operational risks, including employee negligence, petty theft, burglary and embezzlement
and fraud by employees, customers or third parties, which could harm our results of operations and
financial position.

We may do cash collections to recover our dues. Such cash transactions may expose us to the risk of theft,
burglary and misappropriation or unauthorized transactions by our employees and fraud by employees,
customers or third parties. Our 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 operations and profitability. Further, we may be subject to regulatory or other proceedings in
connection with any unauthorized transaction, fraud or misappropriation by our representatives and
employees, which could adversely affect our goodwill.

If'we are unable to manage our growth effectively, our business and reputation could be adversely affected.

We commenced our lending business to MSMEs in the financial year 2018-19. As on March 31, 2021, we
were operating from 9 prime branches and 25 micro branches with a total loan portfolio of %. 1,317 cr and
catering to 6,605 customers. Our loan book has grown from X 861 cr as at March 31, 2020 to ¥ 1317 cr as at
March 31, 2021.

There can be no assurance that we will be able to sustain our growth strategy successfully or that we will be
able to expand further or diversify our product portfolio. If we grow our loan book too rapidly or fail to make
proper assessments of credit risks associated with new borrowers, a higher percentage of our loans may
become non-performing, which would have a negative impact on the quality of our assets and our financial
condition.

Expanding our products or entering into new jurisdictions with new or existing products can be costly and
require significant management time and attention. Additionally, as our operations grow in size, scope and
complexity and our product offerings increase, we will need to enhance and upgrade our systems and
infrastructure to offer an increasing number of enhanced solutions, features and functionality. The expansion
of our systems and infrastructure will require us to commit substantial financial, operational and technical
resources in advance of an increase in the volume of business, with no assurance that the volume of business
will increase. We will need to recruit new employees, who will have to be trained and integrated into our
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operations. We will also have to train existing employees to adhere properly to internal controls and risk
management procedures. Failure to train our employees properly may result in an increase in employee
attrition 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.

17. We may experience difficulties in expanding our business into new regions and markets in India and
introducing our complete range of products in each of our branches.

As part of our growth strategy, we continue to evaluate attractive growth opportunities to expand our business
into new regions and markets in India. Factors such as competition, culture, regulatory regimes, business
practices & customs and customer requirements 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. In addition, as
we enter new markets and geographical regions, we are likely to compete with other banks and financial
institutions that already have a presence in those geographies and markets and are therefore more familiar with
local regulations, business practices and customs and have stronger relationships with customers. Our business
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 gauging market conditions in local markets with which we have no previous
familiarity; attracting potential customers in a market in which we do not have significant experience or
visibility; being susceptible to local taxation in additional geographical areas of India and adapting our
marketing strategy and operations to different regions of India in which different languages are spoken. Our
inability to expand our current operations may adversely affect our business prospects, financial conditions
and results of operations.

18. Our business is based on the trust and confidence of our customers; any damage to that trust and confidence
may materially and adversely affect our business, future financial performance and results of operations.

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 the “U GRO” brand name is essential to our business. The
reputation of our Company and/or the “U GRO” brand could be adversely affected by any threatened and/or
legal proceedings and/or any negative publicity or news articles in connection with our Company or the “U
GRO” brand. As such, any damage to our reputation, or that of the “U GRO” brand name, could substantially
impair our ability to maintain or grow our business. If we fail to maintain brand recognition with our target
customers due to any issues with our product offerings, a deterioration in service quality, or otherwise, or if
any premium in value attributed to our business or to the brands under which our services are provided
declines, market perception and customer acceptance of our brands may also decline. Any negative news
affecting us might also affect our reputation and brand value.

19. System failures or inadequacy and security breaches in computer systems may adversely affect our business.

Our business is increasingly dependent on our ability to process, on a daily basis, a large number of
transactions. Our financial, accounting or other data processing systems may fail to operate adequately or
become disabled as a result of events that are wholly or partially beyond our control including a disruption of
electrical or communications services. Our ability to operate and remain competitive will depend in part on
our ability to maintain and upgrade our information technology systems on a timely and cost-effective basis.
The information available to and received by our management through our existing MIS 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
computer systems and networks. Our computer systems, software and networks may be vulnerable to
unauthorized access, computer viruses or other malicious code and other events that could compromise data
integrity and security. Any failure to effectively maintain or improve or upgrade our management information
systems in a timely manner could materially and 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 businesses, 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 businesses and the localities in which we are located.
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20. Any downgrade in our credit ratings could increase borrowing costs and adversely affect our access to
capital and lending markets and could also affect our interest margins, business, results of operations and
financial condition.

The cost and availability of debt capital depends in part on our short-term and long-term credit ratings. Credit
ratings reflect the opinions of ratings agencies on our financial strength, operating performance, strategic
position and ability to meet our obligations. Certain factors that influence our credit ratings may be outside of
our control. Our long-term debt is presently rated “Acuite A / (Outlook: Positive)”, by Acuite Ratings &
Research Limited, which reflects the credit worthiness of our Company and also increases the confidence of
the lender.

Any downgrade in our credit ratings could increase borrowing costs and adversely affect our access to capital
and debt markets, which could in turn adversely affect our interest margins, our business and results of
operations and cash flows. In addition, any downgrade in our credit ratings could increase the probability that
our lenders impose additional terms and conditions to any financing or refinancing arrangements we enter into
in the future. Further, any downgrade in our credit ratings may also trigger an event of default or acceleration
of certain of our future borrowings.

21. Our measures to prevent money laundering may not be completely effective and we may be subject to
scrutiny and penalties by the RBI for failure to implement effective measures. Moreover, various state
government laws regulating money lending transactions could adversely affect our business, prospects,
results of operations and financial condition.

Our Company is required to comply with applicable anti-money-laundering and anti-terrorism laws and other
regulations in India. Our measures to prevent money laundering as required by the RBI and other KYC
compliance applicable in India, including the Reserve Bank of India (Know Your Customer) Master
Directions, 2016 dated February 25, 2016, as amended (“KYC Directions”) and the adoption of anti-money
laundering policies and compliance procedures in all our branches may not be completely effective. As our
Company has been classified as the NBFC-ND-SIs from the fourth quarter of Fiscal 2020, we are subject to
the RBI’s guidelines on financial regulation of NBFCs, including, KYC procedure and policies, all our
branches may not be completely effective with adequate internal policies, processes and controls in place with
the KYC Directions and other prescribed KYC procedures. There can be no assurance that attempts to launder
money using us as a vehicle will not be made. Additionally, certain states in India have enacted laws to regulate
money lending transactions, which may for instance establish a maximum rate of interest that can be charged.
In the event, we are required to comply with the provisions of these state money lending laws and KYC
Compliances, there may be severe civil and criminal penalties for non-compliance with the relevant money
lending statutes. In the event that the government of any state in India requires us to comply with the provisions
of their respective state money lending laws, KYC Compliances, or imposes any penalty against us for prior
non-compliance, our business and results of operations could be adversely affected.

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

In deciding whether to extend credit or enter into other transactions with customers, for certain key elements
of the credit assessment process, we rely on information furnished to us by or on behalf of customers (including
in relation to their financial transactions and past credit history). We may also rely on certain representations
from our customers as to the accuracy and completeness of that information. For ascertaining the
creditworthiness and encumbrances on collateral we may depend on the respective registrars and sub-registrars
of assurances, credit information companies or credit bureaus, and on independent valuers in relation to the
value of the collateral, and our reliance on any misleading information given, may affect our judgement of
credit worthiness of potential borrowers, and the value of and title to the collateral, which may affect our
business, prospects, results of operations and financial condition. We may receive inaccurate or incomplete
information as a result of negligence or fraudulent misrepresentation. Our risk management measures may not
be adequate to prevent or deter such activities in all cases, which may adversely affect our business prospects,
financial condition and results of operations.

23. Our ability to assess, monitor and manage risks inherent in our business differs from the standards of some
of our counterparts in India and in some developed countries.
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We are exposed to a variety of risks, including liquidity risk, interest rate risk, credit risk, operational risk and
legal risk. The effectiveness of our risk management is limited by the quality and timeliness of available data.
Our strategies and risk management techniques may not be fully effective in mitigating our risks in all market
environments or against all types of risk, including risks that are unidentified or unanticipated. Some methods
of managing risks are based upon observed historical market behaviour. As a result, these methods may not
predict future risk exposures, which could be greater than the historical measures indicated. Other risk
management methods depend upon an evaluation of information regarding markets, customers or other
matters. This information may not in all cases be accurate, complete, current, or properly evaluated.
Management of operational, legal or regulatory risk requires, among other things, policies and procedures to
properly record and verify a number of transactions and events. Although we have established these policies
and procedures, they may not be fully effective. Our future success will depend, in part, on our ability to
respond to new technological advances and evolving the NBFC standards and retail finance sector 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 we will successfully implement
new technologies or adapt our transaction processing systems to customer requirements or evolving market
standards.

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

Our ability to sustain our rate of growth depends significantly upon our ability to manage key issues such as
selecting and retaining key operations personnel, developing managerial experience to address emerging
challenges and ensuring a high standard of client service. In order to be successful, we must attract, train,
motivate and retain highly skilled employees, especially branch managers and product executives. If we cannot
hire additional qualified personnel or retain them, our ability to expand our business will be impaired and our
revenue could decline. 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, divert management resources and subject us to incurring additional human resource
related expenditure. 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. Moreover, competition for experienced employees in the finance sector can be intense. Our
inability to attract and retain talented professionals, or the resignation or loss of key operations personnel, may
have an adverse impact on our business and future financial performance.

25. We have had negative net cash flows from our operating, investing and financing activities in the recent
financial years. Any negative cash flows in the future may adversely affect our results of operations and
financial condition.

We have had negative net cash flows from our operating, investing and financing activities during our last
three financial years, the details of which are summarised below:

(in X lakhs)
Particulars Financial Year 2021 Financial Year 2020 Financial Year 2019
Net cash generated from/ (34,712.06) (79,880.62) (8,631.28)
(used in) operating activities
Net cash generated from/ (4,591.73) 17,872.79 (34,703.45)
(used in) investing activities
Net cash generated from/ 50,794.70 30,795.49 75,420.84

(used in) financing activities

Any negative cash flows in the future may adversely affect our results of operations and financial condition.
For further details, please see “Financial Statements” on page 112.

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

We maintain insurance coverage for our operations in normal course. Our insurance policies, however, may
not provide adequate coverage in certain circumstances and are subject to certain deductibles, exclusions and
limits on coverage. We cannot, assure you that the terms of our insurance policies will be adequate to cover
any damage or loss suffered by us or that such coverage will continue to be available on reasonable terms or
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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.

We cannot assure you that any claim under the insurance policies maintained by us will be honored fully, in
part or on time, or that we have obtained sufficient insurance to cover all our losses. In addition, our insurance
coverage expires from time to time. We apply for the renewal of our insurance coverage in the normal course
of our business, but we cannot assure you that such renewals will be granted in a timely manner, or at
acceptable cost, or at all. For further details on our insurance arrangements, see “Our Business” on page 72.

27. All of our offices and branches are located in leased premises and non-renewal of lease agreements or their

28.

29.

renewal on terms unfavourable to us could adversely affect our operations.

As of August 31, 2021, all of our offices including our Registered and Corporate Office and branches are
located in leased premises. Further, as we expand our branch network in line with our growth strategy, we
expect the number of leased branches to increase significantly as all of our new branches are expected to open
on leased premises. If any of the owners of these premises do not renew the agreements under which we
occupy the premises, or if they seek to renew such agreements on terms and conditions unfavorable to us, or
if they terminate the agreement we may suffer a disruption in our operations or increased costs, or both, which
may adversely affect our business and results of operations.

All or any of the leases may not be renewed on similar terms or at all, or we may be evicted from all or a
number of these premises and be required to pay damages to the landlord. This may adversely impact our
business and financial condition.

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

We have entered into certain transactions with related parties, while we believe that all such transactions have
been conducted on an arm‘s length basis and contain commercially reasonable terms, we cannot assure you
that we could not have achieved more favorable terms had such transactions been entered into with unrelated
parties. It is likely that we may enter into related party transactions in the future. Although all related party
transactions that we may enter into will be subject to board or shareholder approval, as necessary under the
Companies Act, 2013, as amended and the SEBI Listing Regulations, we cannot assure you that such
transactions, individually or in the aggregate, will not have an adverse effect on our financial condition and
results of operations or that we could not have achieved more favorable terms if such transactions had not been
entered into with related parties. For details, see “Related Party Transactions” under “Financial Statements”
on page 112.

The new bankruptcy code in India may affect our rights to recover loans from borrowers. The Insolvency
and Bankruptcy Code, 2016 (“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. Bankruptcy Code provides a
180-day timeline which may be extended by 90 days when dealing with insolvency resolution applications.
Subsequently, the insolvency resolution plan prepared by the insolvency professionals has to be approved by
66% of voting share of financial creditors, which requires sanction by the adjudicating authority and, if
rejected, the adjudicating authority will pass an order for liquidation. Any resolution plan approved by
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
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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 in
priority.

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, Gol
has increased the minimum amount of default under the insolvency matters from %1,00,000 to X1,00,00,000.
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.

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

We intend to use the net proceeds of the Issue, after meeting the expenditures of and related to the Issue, for
the purpose of onward lending, repayment of interest and principal of existing borrowings and for general
corporate purposes. For further details, see “Objects of the Issue” at page 45. The fund requirement and
deployment are 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. 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.

Our results of operations could be adversely affected as a result of any disputes with our employees.

Our operations are personnel-driven, and we place a lot of emphasis on the effective training of our personnel
in communication and service orientation skills. However, a failure to train and motivate our employees may
lead to an increase in our employee attrition rates, erode the quality of customer service, divert management
resources and impose significant costs on us which may have an adverse impact on our business and future
financial performance.

We employ 392 full-time employees as of June 30, 2021, and lay significant emphasis on our employees'
overall welfare. However, there can be no assurance that there will not be any future disruptions in our
operations due to any disputes with our employees, or that such disputes will not adversely affect our business
and results of operations. We depend on our branch-level employees for sourcing, disbursements and
collections and customer liaison, and significant attrition at any of our branches could adversely impact our
operations. Further, in the event of a labour dispute, protracted negotiations and strike action may impair our
ability to carry on our day-to-day operations, which could materially and adversely affect our business, future
financial performance and results of operations.

We cannot guarantee the accuracy or completeness of facts and other statistics with respect to India, the
Indian economy and the NBFC and Loan industries contained in this Draft Prospectus.

While facts and other statistics in this Draft Prospectus relating to India, the Indian economy as well as the
Loan industry have been based on various publications and reports from agencies that we believe are reliable,
we cannot guarantee the quality or reliability of such materials, particularly since there is limited publicly
available information specific to the Loan industry. While we have taken reasonable care in the reproduction
of such information, industry facts and other statistics, the same have not been prepared or independently
verified by us or any of our respective affiliates or advisors and, therefore we make no representation as to
their accuracy or completeness. These facts and other statistics include the facts and statistics included in
“Industry Overview” on page 62. Due to possibly flawed or ineffective data collection methods or
discrepancies between published information and market practice and other problems, the statistics herein may
be inaccurate or may not be comparable to statistics produced elsewhere and should not be unduly relied upon.
Further, there is no assurance that they are stated or compiled on the same basis or with the same degree of
accuracy, as the case may be, elsewhere.
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33.

34.

35.

36.

The use of “U GRO?” or similar trade names by third parties may result in loss of our business to such third
parties and any potential negative publicity relating to such third parties may adversely affect our
reputation, the goodwill of our brand and business prospects.

We believe that our trademarks and other proprietary rights have significant value and are important to
identifying and differentiating our services from those of our competitors and creating and sustaining demand

for our services. We have registered our trademark, “U GRO” and the logo ““#it” with the Registrar of
Trademarks under class. We believe that our trademarks have significant brand recognition, therefore, our
trademarks are significant to our business and operations.

We cannot assure you that the steps taken by us to protect our intellectual property rights will be adequate to
prevent infringement of such rights by others, including imitation and misappropriation of our brand.

Additionally, we cannot assure you that obstacles will not arise as we expand our business and the geographic
scope of our promotional and marketing activities. Third parties may assert intellectual property claims against
us, particularly as we expand our business and enter newer industries. Our defence of any claim, regardless of
its merit, could be expensive and time consuming and could divert management resources. Successful
infringement claims against us could result in significant monetary liability or prevent us from selling some
of our products. Any of these events could harm our business and cause our results of operations, liquidity and
financial condition to suffer.

As the NCDs of our Company are listed on BSE, our Company is subject to certain obligations and reporting
requirements under SEBI Listing Regulations. Any non-compliances/delay in complying with such
obligations and reporting requirements may render us/our promoter liable to prosecution and/or penalties.

Our Company is subject to the obligations and reporting requirements under SEBI Listing Regulations.
Though our Company endeavours to comply with all such obligations/reporting requirements, there have been
certain instances of non-compliance and delays in complying with such obligations/reporting requirements.
Any such delays or non-compliance would render our Company to prosecution and/or penalties. Although our
Company have not received any further communication from the Stock Exchanges or any authority in this
regard, there could be a possibility that penalties may be levied against our Company for certain instances of
non-compliance and delays in complying with such obligations/reporting requirements.

There is no assurance that the NCDs issued pursuant to this Issue will be listed on BSE Limited and
National Stock Exchange of India Limited in a timely manner, or at all.

In accordance with Indian law and practice, permission for listing and trading of the NCD 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 authorising the issue of NCDs to be submitted. There could be a
failure or delay in listing the NCDs in BSE and NSE.

Payments to be made on the NCDs are subordinated to certain taxes and other liabilities preferred by law.

In the event of bankruptcy, liquidation or winding up, there may not be sufficient assets of our Company
remaining, to pay amounts due on the NCDs. The NCDs will be subordinated to certain liabilities preferred
by law such as the claims of the Government on account of taxes, and certain liabilities incurred in the ordinary
course of our business. In 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 the
NCDs have been paid as per Section 327 of the Companies Act, 2013 or Section 53 of the Insolvency and
Bankruptcy Code, 2016, as the case maybe. In the event of bankruptcy, liquidation or winding-up, there may
not be sufficient assets remaining to pay amounts, due on the NCDs.

37. Our ability to pay dividends in the future will depend on restrictive covenants of our financing

arrangements, our future results of operations, financial condition, cash flows and working capital and
capital expenditure requirements.

Any dividends to be declared and paid by us in the future are required to be recommended by our Board and
approved by our Shareholders, at their discretion, subject to the provisions of the Articles of Association,
Dividend Policy and applicable laws and regulations. Our ability to pay dividends in the future will depend on
our future results of operations, financial condition, cash flows, sufficient profitability, working capital
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requirements, capital expenditure requirements, business prospects and any other financing arrangements.
Dividends distributed by us will be taxed by any applicable dividend distribution tax and may be subject to
other requirements prescribed by the regulatory authorities, as the case may be. We cannot assure you that we
will generate sufficient revenues to cover our operating expenses and, as such, pay dividends to our
shareholders in future consistent with our past practices, or at all. For details pertaining to dividend declared
by us in the past, please see “Other Regulatory and Statutory Disclosures” on page 188. As per the law,
dividends may be paid out of profits earned during the year or out of accumulated profits earned by a company
in previous years and transferred by it to its reserves (subject to certain conditions). Any accumulated profits
that are not distributed in a given year are retained and may be available for distribution in subsequent years.

38. The objects of the issue are not for any specified projects.

The proceeds of this Issue will be used by the Issuer in accordance with applicable laws and not for any
specified projects. For further details, see “Objects of the Issue” on page 45.

39. 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.

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

Fluctuations in the market values of our investments as part of treasury management could cause us to write
down the value of our assets, affect our liquidity and reduce our ability to enforce our security, which could
adversely affect our result of operations and financial condition. We may not accurately identify changes in
the value of our investments caused by changes in market prices, and our assessments, assumptions or
estimates may prove inaccurate or not predictive of actual results.

External Risk Factors

41. Our business is affected by prevailing economic, political and other prevailing conditions in India and the
markets we currently serve.

Our Company is incorporated in India, and all of our assets and employees are located in India. As a result,
we are dependent on prevailing economic conditions in India and our results of operations are affected by
factors influencing the Indian economy. Factors that may adversely affect the Indian economy, and hence our
results of operations, may include:

e any increase in Indian interest rates or inflation;

e any exchange rate fluctuations;

e any scarcity of credit or other financing in India, resulting in an adverse impact on economic conditions

in India and scarcity of financing of our developments and expansions;
e volatility in, and actual or perceived trends in trading activity on, India‘s principal stock exchanges;
e changes in India‘s tax, trade, fiscal or monetary policies, like application of GST;
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e political instability, terrorism or military conflict in India or in countries in the region or globally,
including in India‘s various neighbouring countries;

occurrence of natural or man-made disasters;

infectious disease outbreaks or other serious public health concerns;

prevailing regional or global economic conditions, including in India‘s principal export markets; and
other significant regulatory or economic developments in or affecting India or its financial services
sectors.

Any slowdown or perceived slowdown in the Indian economy, or in specific sectors of the Indian economy,
could adversely impact our business, results of operations and financial condition. 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.

42. Financial difficulties and other problems in certain financial institutions in India could cause our business
to suffer and adversely affect our results of operations.

We are exposed to the risks of the Indian financial system, which in turn may be affected by financial
difficulties and other problems faced by certain Indian financial institutions. Certain Indian financial
institutions have experienced difficulties during recent years. Some co-operative banks (which tend to operate
in rural sector) have also faced serious financial and liquidity crises. There has been a trend towards
consolidation with weaker banks, NBFCs and HFCs being merged with stronger entities. The problems faced
by individual Indian financial institutions and any instability in or difficulties faced by the Indian financial
system generally could create adverse market perception about Indian financial institutions, banks and NBFCs.
This in turn could adversely affect our business, our future financial performance, our shareholders’ funds and
the market price of our NCDs.

43. Natural disasters and other disruptions could adversely affect the 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 labour 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 operation and financial condition.

44. We face risks related to public health epidemics in India and abroad.

Our business could be materially and adversely affected by the outbreak of public health epidemics, or the fear
of such an outbreak, in India or elsewhere. In January 2020, an outbreak of a strain of coronavirus, COVID-
19, which has spread globally, with cases recorded in China, Australia, Italy, Iran, Japan, South Korea, UAE,
Thailand, the United States and India, among other countries. On January 30, 2020, the World Health
Organization declared the COVID-19 outbreak a health emergency of international concern. Governments
around the world has imposed a number of measures designed to contain the outbreak, including business
closures, travel restrictions, quarantines and cancellations of gatherings and events. This in turn has impacted
the operation of businesses, reduced regional travels and trade and lowered industrial production and
consumption demand. The COVID-19 outbreak is ongoing and the actual extent of the outbreak and its impact
on the economy globally in general and in India, in particular remains uncertain and may turn severe. If the
outbreak of any of these epidemics or other severe epidemics, continues for an extended period, occurs again
and/or increases in severity, it could have an adverse effect on economic activity worldwide, including India,
and could materially and adversely affect our business, financial condition and results of operations. Similarly,
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46.

47.

48.

any other future public health epidemics in India could materially and adversely affect our business, financial
condition, results of operations and prospects.

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 100.00% asset cover for the NCDs, which shall be free from any
encumbrance, the realisable value of the assets charged as security, when liquidated, may be lower than the
outstanding principal and/or interest accrued thereon in connection with the NCDs. 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.

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.

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.

Changes in interest rate may affect the price of our NCD.

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. 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.

PROMINENT NOTES
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. This is a public issue of NCDs by our Company aggregating up to % 5,000 lakhs.

. For details on the interest of our Company’s Directors, please see “Our Management” and “Capital Structure”
on pages 98 and 37 respectively.

. Our Company has entered into certain related party transactions and disclosed in “Financial Statements” on
page 112.

. Any clarification or information relating to the Issue shall be made available by the Lead Manager and our
Company to the investors at large and no selective or additional information would be available for a section
of investors in any manner whatsoever.

. Investors may contact the Registrar to the Issue, Company Secretary & Compliance Officer and Lead Manager
for any complaints pertaining to the Issue. In case of any specific queries on allotment/refund, Investor may
contact Registrar to the Issue. All grievances arising out of Applications for the NCDs made through the Online
Stock Exchange Mechanism or through Trading Members may be addressed directly to the respective Stock
Exchange.

. In the event of oversubscription to the Issue, allocation of NCDs will be as per the “Basis of Allotment” set
out in “Issue Procedure” on page 159.

. Our Equity Shares are currently listed on BSE and NSE.
. Our Company has nil contingent liabilities as of March 31, 2021.

. For further information, relating to certain significant legal proceedings that we are involved in, see
“Outstanding Litigation” on page 123.
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GENERAL INFORMATION

Our Company was incorporated as Chokhani Securities Private Limited under the Companies Act, 1956 on
February 10, 1993 with the Registrar of Companies, Maharashtra, Mumbai. Our Company was subsequently
converted to a public limited company pursuant to the fresh Certificate of Incorporation issued by the ROC on
July 26, 1994. Subsequently, the name of our Company was changed to U GRO Capital Limited w.e.f. September
26, 2018 and a fresh Certificate of Incorporation was obtained from Registrar of Companies, Mumbai. The CIN
of our Company is L67120MH1993PLC070739.

NBFC Registration

Our Company is a non-deposit accepting Non-Banking Financial Company (‘NBFC’) as defined under Section
45-1A of the Reserve Bank of India Act, 1934 and registered with effect from March 5, 1998 having Registration
No. 13.00325. Our Company is engaged in the business of lending with technology focused small business lending
platform. The Company focus on Healthcare, Education, Chemicals, Food Processing / FMCG, Hospitality,
Electrical Equipment & Components, Auto Components, Light Engineering and Micro Enterprises segments

Registered Office

Equinox Business Park,

Tower 3, 4th Floor, LBS Road,

Kurla (W), Mumbai - 400 070, Maharashtra
Tel No: +91 22 4891 8686

Email: cs@ugrocapital.com

Website: www.ugrocapital.com

For details of change in Registered Office, refer to “History and Certain Corporate Matters” on page 82 of this
Draft Prospectus.

Registrar of Companies

Registrar Of Companies, Mumbai

100, Everest, Marine Drive

Mumbai - 400 002, Maharashtra

Tel. No.: +91 22 2281 2627 /2202 0295 / 2284 6954
Fax No.: +91 22 2281 1977

E-mail: roc.mumbai@meca.gov.in

Registration Details

Company Registration Number with RoC 070739

Corporate Identity Number L67120MH1993PLC070739
NBFC Registration Certificate Number under Section 45 TA of the RBI Act | A-13.00325

Legal Entity Identifier No (LEI) 335800701S315QAAY388
PAN AAACC2069E

GST 27AAACC2069E1ZZ

Chief Financial and Operations Officer

Mr. Sandeepkumar Zanvar

Equinox Business Park,

Tower 3, 4th Floor, LBS Road,

Kurla (W), Mumbai - 400 070

Maharashtra

Tel No: +91 22 4891 8686

Email: sandeepkumar.zanvar@ugrocapital.com

Note: Sandeepkumar Zanvar has resigned from the position of the Chief Financial and Operations Officer of
our Company. While he shall continue to serve the notice period as per the terms of his appointment and policies
of the Company, he shall be relieved from the said position w.e.f. November 02, 2021. The Nomination and
Remuneration Committee has recommended elevation of Mr. Amit Gupta from the Chief Treasury Officer of
the Company, as the Chief Financial Officer in his place which is subject to approval from the Audit Committee
and Board at the ensuing meeting.
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Company Secretary and Compliance Officer
Mr. Aniket Karandikar

Equinox Business Park,

Tower 3, 4th Floor, LBS Road,

Kurla (W), Mumbai - 400 070

Maharashtra

Tel No: +91 22 4891 8686

Email: cs@ugrocapital.com

Applicants or prospective investors may contact the Company Secretary and Compliance Officer or the Registrar
to the Issue in case of any pre-issue or post-issue related problems, such as non-receipt of allotment advice, credit
of allotted NCBs in beneficiary accounts, refund amounts, interest on the Application amounts, non-receipt of
debenture certificates (where NCBs have been re-materialised) etc., as the case may be.

All grievances relating to the Issue may be addressed to the Registrar to the Issue, giving full details such as name,
Application Form number, address of the Applicant, Permanent Account Number, number of NCBs applied for,
Options of NCBs applied for, amount paid on application, Depository Participant name and client identification
number and the collection centre of the Members of the Consortium where the Application was submitted and
ASBA Account number (for Bidders other than Retail Individual Investors bidding through the UPI Mechanism)
in which the amount equivalent to the Bid Amount was blocked or UPI ID in case of Retail Individual Investors
bidding through the UPI mechanism.

Further, the Bidder shall enclose the Acknowledgement Slip or provide the acknowledgement number received
from the Designated Intermediaries in addition to the documents/information mentioned hereinabove. All
grievances relating to the ASBA process may be addressed to the Registrar to the Issue with a copy to either (a)
the relevant Designated Branch of the SCSB where the Application Form was submitted by the ASBA Applicant,
or (b) the Member of the Consortium and the relevant Designated Branch of the SCSB concerned in the event of
an Application submitted by an ASBA Applicant at any of the Syndicate ASBA Centres, giving full details such
as name, address of Applicant, Application Form number, Option applied for, number of NCBs applied for,
amount blocked on Application.

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

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

Lead Manager to the Issue

Sundae Capital Advisors Private Limited
SEBI registration number: INM000012494
CIN: U65990DL2016PTC305412

941, Level 9, Platina, Plot No. C - 59

‘G’ Block, Bandra Kurla Complex

Bandra (East), Mumbai - 400 051

Ph.: +91 22 6700 0639

E-mail id: ugroncd.202 1 @sundaecapital.com
Investor grievance E-mail id: grievance.mb@sundeacapital.com
Website: www.sundaecapital.com

Contact Person: Ashi Sood / Ridima Gulati
Compliance Officer: NitiN Somani

Consortium Members / Lead Brokers

[e]
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Debenture Trustee

IDBI Trusteeship Services Limited

SEBI registration number: IND000000460

Asian Building, Ground Floor

17, R. Kamani Marg, Ballard Estate

Mumbeai - 400 001

Telephone: +91 22 4080 7000

Email Id: itsl@idbitrustee.com / kavita@idbitrustee.com / nikhil@idbitrustee.com
Investor grievance e-mail Id: itsl@idbitrustee.com / kavita@idbitrustee.com / response@idbitrustee.com
Contact person: Kavita Hindalekar

Website: www.idbitrustee.com

The Debenture Trustee has by its letter dated October 14, 2021 has consented to act as a Debenture Trustee in
relation to the Issue under Regulation 8 of the SEBI NCS Regulations. See Annexure III for the consent letter of
the Debenture Trustee.

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 Procedure” on page
159 of this Draft Prospectus.

Legal Advisor to the Issue

SNG and Partners

One Bazar Lane, Near Bengali Market
New Delhi - 110 001

Telephone number: +91 11 4358 2000
Fax number: +91 11 4358 2033

Email: soumyajit_mitra@sngpartners.in
Website: https://www.sngpartners.in
Contact Person: Soumyajit Mitra

Credit Rating Agency

Acuité Ratings & Research Limited

SEBI Registration No: IN/CRA/006/2011

708, Lodha Supremus, Lodha iThink Techno Campus
Kanjurmarg (East), Mumbai - 400 042

Tel No: +91 22 4929 4000

Email: chitra.mohan@acuite.in

Website: www.acuite.in

Contact Person: Chitra Mohan

Credit Rating and Rationale

The NCDs proposed to be issued by our Company have been rated by Acuité Ratings & Research Limited
(“ACUITE”). ACUITE has, vide its letter dated October 11, 2021, assigned a rating of “ACUITE A” for an
amount up to X 5,000 Lakhs for the proposed NCDs. Instruments with this rating are considered to have Positive
Outlook Please refer to Annexure II of this Draft Prospectus for rationale for the above ratings.

Disclaimer Clause of Acuité Ratings & Research Limited

An Acuité rating does not constitute an audit of the rated entity and should not be treated as a recommendation or
opinion that is intended to substitute for a financial adviser's or investor's independent assessment of whether to
buy, sell or hold any security. Acuité ratings are based on the data and information provided by the issuer and
obtained from other reliable sources. Although reasonable care has been taken to ensure that the data and
information is true, Acuité, in particular, makes no representation or warranty, expressed or implied with respect
to the adequacy, accuracy or completeness of the information relied upon. Acuité is not responsible for any errors
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or omissions and especially states that it has no financial liability whatsoever for any direct, indirect or
consequential loss of any kind arising from the use of its ratings. Acuité ratings are subject to a process of
surveillance which may lead to a revision in ratings as and when the circumstances so warrant. Please visit our
website (www.acuite.in) for the latest information on any instrument rated by Acuité, Acuité ’s rating scale and
its definitions.

Registrar to the Issue

Link Intime India Private Limited
SEBI Registration No: INR000004058
C-101, 247 Park, First Floor

L.B.S. Marg, Vikhroli (West)
Mumbeai - 400 083, Maharashtra

Tel No: +91 22 4918 6200

Fax No: +91 22 4918 6060

Email: ugrocapital.ncd@linkintime.co.in
Website: www.linkintime.co.in
Contact Person: Shanti Gopalkrishnan

Link Intime India Private Limited has by its letter dated September 30, 2021 given its consent for its appointment
as the Registrar to the Issue and for its name to be included in this Draft Prospectus, 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 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.

Statutory Auditors

M/s MSKA & Associates

Chartered Accountants

602, Floor 6, Raheja Titanium
Western Express Highway, Geetanjali
Railway Colony, Ram Nagar
Goregaon (East), Mumbai - 400 063
Tel No: +91 22 66831 1600

Email: swapnilkale@mska.in

Firm Registration No: 105047W

33



Banker to the Issue

Public Issue Account, Refund Bank and Sponsor Bank
Axis Bank Limited

SEBI Registration No: INB100000017

Tel No: +91 91 6700 2301

Fax No +91 22 285 0984

Email: bkc.branchhead@axisbank.com

Website: www.axisbank.com

Contact Person: Shruti Khanna

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

Recovery Expense Fund

Our Company will create a recovery expense fund in the manner as specified by SEBI in circular no.
SEBI/HO/MIRSD/CRADT/CIR/P/2020/207 dated October 22, 2020, as amended from time to time, and
Regulation 11 of the SEBI NCS Regulations with the Designated Stock Exchange for the purpose of this Issue
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 banks which are registered with SEBI under Securities and Exchange Board of India (Bankers to an Issue)
Regulations, 1994, as amended, and offer services in relation to ASBA, including blocking of an ASBA Account,
a list of which is available on http://www.sebi.gov.in or at such other website as may be prescribed by SEBI from
time to time.

A list of the Designated Branches of the SCSBs, with which an Applicant, not applying through the Syndicate,
may submit the Application Forms, is available at http://www.sebi.gov.in, or at such other website as may be
prescribed by SEBI from time to time.

Syndicate SCSB Branches

In relation to Applications submitted to the Designated Intermediaries, the list of branches of the SCSBs to receive
deposits of ASBA Applications from such Designated Intermediaries 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 Applications from Designated Intermediaries, see the above-mentioned web-link.

SCSBs eligible as issuer banks for UPI Mechanism and eligible mobile applications

In accordance with SEBI Operational Circular, UPI Investors making an Application in the Issue using the UPI
Mechanism, may apply through the SCSBs and mobile applications whose names appears on the website of the
SEBI at ww.sebi.gov.in, and updated from time to time.

RTAs / CDPs

The list of the RTAs and CDPs, eligible to accept Applications in the Issue, including details such as postal
address, telephone number and email address, are provided on the websites of BSE at http://www.bseindia.com,
for RTAs and CDPs, as updated from time to time.

Broker Centres / Designated CDP Locations / Designated RTA Locations

In accordance with SEBI Circular No. CIR/CFD/14/2012 dated October 4, 2012 and CIR/CFD/POLICYCELL
/11/2015 dated November 10, 2015 and the 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
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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

¢) 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.”

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 Issue Size. If our Company does not receive
the minimum subscription of 75% of the 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 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
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 45 of this Draft Prospectus.

Issue Schedule
Issue Programme
Issue Openson  [e]
Issue Closes on  [e]

Pay in Date Application Date. The entire Application Amount is payable on Application
Deemed date of The date on which the Board or the Investment and Borrowing Committee approves the
allotment Allotment of the NCDs for the Issue or such date as may be determined by the Board of

Directors or the Investment and Borrowing 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 the Issue under the 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 Investment and Borrowing 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 and advertisement for opening
or closure 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
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one Working Day after the Issue Closing Date. For further details refer to “Issue procedure” on page 159 of this
Drafi 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 PM on one
Working Day after the Issue Closing Date For further details please refer to “Issue Procedure” on page 159 of this
Draft 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 Manager 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
each category of investors the Basis of Allotment under the Issue will be on a date priority basis except on the day
of oversubscription, 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 Manager, nor any Member of the Syndicate, Registered Brokers at the Broker Centres, CDPs at the
Designated CDP Locations or the RTAs at the Designated RTA Locations or designated branches of SCSBs are
liable for any failure in uploading the Applications due to 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, if any, where the Allotment will be proportionate.
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Our share capital as on the last quarter end, that is September 30, 2021:

CAPITAL STRUCTURE

Share Capital

Amount (in 3)

Authorised Share Capital

8,15,00,000 Equity Shares of X 10/- each 81,50,00,000
2,05,00,000 Preference Shares of % 10/- each 20,50,00,000
Total 1,02,00,00,000
Issued Share Capital, Subscribed and Paid-up Capital

7,05,28,550 Equity Shares of % 10/- each 70,52,85,500
Total 70,52,85,500

Share Premium

7,76,73,44,826

The Issue will not result in any change in the paid-up share capital of our Company due to issue and allotment
of the NCD.

b. There has been no change in the authorised share capital of our Company for the last three years preceding
the date of this Draft Prospectus.

c. Equity Share capital history of our Company for the last three years preceding the date of this Draft
Prospectus as on September 30, 2021
Date of No. of Face Issue Considerat Nature of Allotment Cumulative Remark
Allotment Equity Value Price ion (Cash, No. of Equity Securities
Shares Other than Equity Share Premium *
cash, etc) Shares Capital
Opening Balance as on September 30, 2018 1,53,46,023 15,34,60,230 1,07,01,82,747 -
03/10/2018 44,97,087 10 140 Cash  Conversion of CCPS 1,98,43,110  19,84,31,100 1,62,43,48,582  Note 1
18/01/2019 34,88,372 10 129 NA  Conversion of CCD 2,33,31,482  23,33,14,820 2,03,94,64,850  Note 2
30/07/2019 1,35,65,891 10 129 NA  Allotment pursuant to 3,68,97,373  36,89,73,730 3,65,38,05,879  Note 3
Scheme of Arrangement
as approved by NCLT,
Mumbai Bench
18/09/2019 1,00,00,000 10 129 NA  Conversion of CCD 4,68,97,373  46,89,73,730 4,84,20,55,879  Note 4
18/09/2019 1,00,00,000 10 129 NA  Conversion of CCPS 5,68,97,373  56,89,73,730 6,03,20,55,879  Note 5
19/12/2019 38,37,210 10 129 NA  Conversion of CCD 6,07,34,583  60,73,45,830 6,48,86,83,869  Note 6
19/12/2019 38,37,210 10 129 NA  Conversion of CCPS 6,45,71,793  64,57,17,930 6,94,53,11,859  Note 7
20/12/2019 59,56,757 10 148 NA  Conversion of warrants 7,05,28,550  70,52,85,500 7,76,73,44,826  Note 8
Closing Balance as on September 30, 2021 7,05,28,550  70,52,85,500

* Securities Premium for CCPS, CCD and Warrants are being shown in the column against the date of conversion
of the respective CCPS, CCD and Warrants. Further, the expenses for raising of capital has been written off against
securities premium account during the above referred period.

Notes:

1.

XN

Allotment of 44,97,087 equity shares to 44 allottees upon conversion of CCPS. Further, an amount of
304.55 lakhs, towards capital issue expenses, has been written off against securities premium account for the
period from August 22, 2018 till September 12, 2018.

Allotment of 34,88,372 equity shares to Indgrowth Capital Fund I upon conversion of CCD.

Allotment of 1,35,65,891 equity shares to DBZ (Cyprus) Limited pursuant to the Scheme of Arrangement
between U GRO Capital Limited and Asia Pragati Capfin Private Limited.

Allotment of 1,00,00,000 equity shares to Clearsky Investment Holdings Pte. Ltd. upon conversion of CCD.
Further, an amount of X 17.50 lakhs, towards capital issue expenses, has been written off against securities
premium account on August 31, 2019.

Allotment of 1,00,00,000 equity shares to NewQuest Asia Investments III Limited upon conversion of CCPS.
Allotment of 38,37,210 equity shares to Clearsky Investment Holdings Pte. Ltd. upon conversion of CCD.
Allotment of 38,37,210 equity shares to NewQuest Asia Investments III Limited upon conversion of CCPS.
Allotment of 59,56,757 equity shares to Samena Fidem Holdings upon exercise of warrants.

Preference Share capital history of our Company for the last three years preceding the date of this Draft
Prospectus as on September 30, 2021
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Date of No. of Face Issue  Considerat Nature of Cumulative Remarks
Allotment Preference Value Price ion (Cash, Allotment No. of Preference Securities
Shares ® ® Other than Preference Share Premium
cash, etc) Shares Capital
(inX)

Opening Balance as on September 30, 2018 1,83,34,297 18,33,42,970 - -

03/10/2018 (40,87,580) 10 NA  Conversion into 1,42,46,717 14,24,67,170 - -
Equity Shares

03/10/2018 (409,507) 10 NA  Conversion into 1,38,37,210 13,83,72,100 - -
Equity Shares

18/09/2019 (1,00,00,000) 10 NA  Conversion into 38,37,210 3,83,72,100 - -
Equity Shares

19/12/2019 (38,37,210) 10 NA  Conversion into NIL NIL - -
Equity Shares

Closing Balance as on Sej ber 30, 2021 NIL NIL

* For details on securities premium, refer to table (c) above

e. Compulsorily Convertible Debentures history of our Company for the last three years preceding the date of
this Draft Prospectus as on September 30, 2021

Date of No. of Face Issue  Considerat Nature of Cumulative Remarks
Allotment Debentures Value Price ion (Cash, Allotment No. of Debentures Securities
®) ® Other than Debentures @(inv) Premium
cash, etc)

Opening Balance as on September 30, 2018 1,83,34,297 18,33,42,970 - -

03/10/2018 (40,87,580) 10 NA  Conversion into 1,42,46,717 14,24,67,170 - -
Equity Shares

03/10/2018 (409,507) 10 NA  Conversion into 1,38,37,210 13,83,72,100 - -
Equity Shares

18/09/2019 (1,00,00,000) 10 NA  Conversion into 38,37,210 3,83,72,100 - -
Equity Shares

19/12/2019 (38,37,210) 10 NA  Conversion into NIL NIL - -
Equity Shares

Closing Balance as on Sej ber 30, 2021 NIL NIL

* For details on securities premium, refer to table (c) above

f. Details of any acquisition or amalgamation in the last one year

Our Company has not made any acquisition or undertaken any amalgamation in the last one year.

g. Details of any reorganization / reconstruction in the last one year
Our Company has not made any reorganization / reconstruction in the last one year.
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h. Details of the shareholding of the Company as on September 30, 2021, as per the format specified under the listing regulations:

Table I: Summary statement holding of specified securities

Cate | Category of No. of No. of fully No. No. of Total no. of | Share- No. of voting rights held in each class of No. of Shareholdi No. of locked in No. of shares No. of Equity
- shareholders share- | paid up of shares shares held | holding securities shares ng as % shares pledged Shares held
gory holder | Equity part | underlyin asa underly | assuming in
s Shares held ly g %age of ing full dematerialis
pai Depositor total no. outstan | conversion ed form
d ¥ Receipts of ding of
up shares convert | convertible
Equ (calculat ible securities
ity ed as securiti | (asa % of
Sha per es diluted
res SCRR, (includi | share
held 1957) ng capital)
(asa % No. of voting rights Total warran No. (a) Asa No. (a) Asa
of as % ts) % of % of
(A+B+C of total total
) (A+B+ share share
()] s held s held
(b) (b)
(U] (I (1) av) W) (\%)) VI =1V (VIII) Class X Cl | Total Ix) X) X1 = (XII) (XIII) (XIV)
+V+VI as (VID) + (X)
s as a % of
Y (A+B+C)
(A) Promoter & 1 20,27,709 0 0 20,27,709 2.88 20,27,709 0 20,27,709 2.88 0 2.88 0 0 0 0 20,27,709
Promoter Group
(B) Public 4,036 6,85,00,841 0 0 6,85,00,841 97.12 6,85,00,841 0 6,85,00,841 97.12 0 97.12 0 0 0 0 6,84,49,121
©) Non promoter non 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
public
(Cl) Shares underlying 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
DRs
(C2) Shares held by 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Employee trust
Total 4,037 7,05,28,550 0 0 7,05,28,550 100 7,05,28,550 0 7,05,28,550 100 0 100 0 0 0 0 7,04,76,830
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Table II: Statement showing shareholding pattern of the Promoter and Promoter Group

Cat Category of share-holders * No.of | No.of fully | No.of No. of Total no. of | Share- No. of voting rights held in each class of No. of Shareholdi | No. of locked in No. of shares No. of
e- share paid up partly shares shares held | holding | securities shares | ngas % shares pledged or Equity
gory - Equity paid underlyin as a underl | assuming otherwise Shares
holde Shares up g %age ying full encumbered held in
rs held Equity Depositor of total outsta conversion demateri
Shares | y no. of nding of al-ised
held Receipts shares conver | convertibl form
(calcul tible e securities
ated as securit | (asa % of
per ies diluted
SCRR, (inclu share
1957) ding capital)
(asa % | No. of voting rights Total warra No. (a) Asa No.(a) | Asa
of as % nts) % of % of
(A+B+ of total total
C) (A+B+ shares share
O held s held
(b) (b)
@ an (11m) av) ) (4%)] VI =1v (VIID) Class X Cla Total (IX) X) Xn= (XII) (XIII) (XIV)
+V+VI ssY (Vi) + (X)
as a % of
(A+B+C)
A1) | Indian
(a) Individuals 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(b) Hindu Undivided Family 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(c) Central Government / State 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Government(s)
(d) Financial Institutions / Banks 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(e) Any other 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Poshika Advisory Services LLP 1 20,27,709 0 0 0 2.88 20,27,709 0 20,27,709 2.88 0 2.88 0 0 0 0 | 20,27,709
Shachindra Nath (“PAC”) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Sub-total A(1) 1 20,27,709 0 0 0 2.88 20,27,709 0 20,27,709 2.88 0 2.88 0 0 0 0 | 20,27,709
A(2) | Foreign
(a) Individuals (Non resident 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Individuals / Foreign Individuals)
(b) Government 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(c) Institutions 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(d) Foreign Portfolio Investors 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(e) Any others 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Sub-total A(2) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total shareholding of Promoter 1 20,27,709 0 0 0 2.88 20,27,709 0 20,27,709 2.88 0 2.88 0 0 0 0 | 20,27,709
and Promoter Group (A) = (A)(1)
+(A)Q)
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Table I1I: Statement showin

shareholding pattern of public shareholder

Cat Category of share- No. of | No. of No. No. of | Total no. Share- No. of voting rights held in each class of No. of Sharehol No. of locked in No. of shares pledged No. of
e- holders share fully paid of shares | of shares holding securities shares | ding as shares or otherwise Equity
gory - up Equity | part | under held asa underl | % encumbered Shares held
holde Shares ly lying %age of ying assuming in
rs held pai Depos total no. outsta full dematerialis
d itory of nding conversio ed form
up Recei shares conver | nof
Equ | pts (calculat tible convertib
ity ed as securit | le
Sha per ies securities
res SCRR, (inclu (asa %
held 1957) ding of diluted
(asa % No. of voting rights Total warra share No. (a) Asa % No. (a) Asa %
of as % nts) capital) of total of total
(A+B+C of total shares shares
2) voting held (b) held
rights (b)
@ an (I av) W) (\%)) (VII) = (VIII) Class X Cl | Total (IX) X) X1 = (XII) (XIII) (XIV)
IV+V+ as (VID) +
VI s X)asa
Y % of
(A+B+C)
1 Institutions
(a) Mutual Funds 1 9,981 0 0 9,981 0.01 9,981 0 9,981 0.01 0 0.01 0 0 0 0 9,981
(b) Venture Capital Funds 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(c) Alternative Investment 1 18,49,237 0 0 18,49,237 2.62 0 0 18,49,237 2.62 0 2.62 0 0 0 0 18,49,237
Funds
Indgrowth Capital Fund [ 1 18,49,237 0 0 18,49,237 2.62 0 0 18,49,237 2.62 0 2.62 0 0 0 0 18,49,237
(d) Foreign Venture Capital 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Investor
(e) Foreign Portfolio 3 3744131 0 0 3744131 5.31 3744131 0 3744131 5.31 0 5.31 0 0 0 0 3744131
Investor
Samena Special 1 3321500 0 0 3321500 4.71 3321500 0 3321500 4.71 0 4.71 0 0 0 0 3321500
Situations Mauritius
€3] Financial Institutions / 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Banks
(g) Insurance Companies 1 1428600 0 0 1428600 2.03 1428600 0 1428600 2.03 0 2.03 0 0 0 0 1428600
PNB Metlife India 1 1428600 0 0 1428600 2.03 1428600 0 1428600 2.03 0 2.03 0 0 0 0 1428600
Insurance Company
Limited
(h) Provident Funds / 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Pension Funds
(i) Any other 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Sub Total (B)(1) 6 70,31,949 0 0 | 70,31,949 9.97 70,31,949 0 70,31,949 9.97 0 9.97 0 0 0 0 70,31,949
2 Central Government / 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
State Government (s)/
President of India
Sub Total (B)(2) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
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Cat Category of share- No.of | No.of No. No. of | Total no. Share- No. of voting rights held in each class of No. of Sharehol No. of locked in No. of shares pledged No. of
e- holders share fully paid of shares | of shares holding securities shares | dingas shares or otherwise Equity
gory - up Equity | part | under | held asa underl | % encumbered Shares held
holde Shares ly lying %age of ying assuming in
rs held pai Depos total no. outsta full dematerialis
d itory of nding conversio ed form
up Recei shares conver | nof
Equ | pts (calculat tible convertib
ity ed as securit | le
Sha per ies securities
res SCRR, (inclu (asa %
held 1957) ding of diluted
(asa % No. of voting rights Total warra share No. (a) Asa % No. (a) Asa %
of as % nts) capital) of total of total
(A+B+C of total shares shares
2) voting held (b) held
rights (b)
o an (I av) (\2) (W) (VI = (VIII) Class X Cl | Total Ix) (0:9) XI) = (XII) (XTII) (XIV)
IV+V+ as (VID) +
V1 s X)asa
Y % of
(A+B+C)
3 Non Institutions
(a) Individual shareholders 3753 2054022 0 0 2054022 291 2054022 0 2054022 291 0 291 0 0 0 0 2003102
holding nominal share
capital upto X 2.00 lakh
Individual shareholders 58 5202670 0 0 5202670 7.38 5202670 0 5202670 7.38 0 7.38 0 0 0 0 5202670
holding nominal share
capital in excess of X
2.00 lakh
(b) Any other 219 54212200 0 0 | 54212200 76.87 54212200 0 54212200 76.87 0 76.87 0 0 0 0 54211400
81 441344 0 0 441344 0.63 441344 0 441344 0.63 0 0.63 0 0 0 0 441344
HUF
Overseas Corporate 5 50164713 0 0 | 50164713 71.13 50164713 0 50164713 71.13 0 71.13 0 0 0 0 50164713
Bodies
Clearsky Investment 1 15116279 0 0 15116279 21.42 15116279 0 15116279 2143 0 2143 0 0 0 0 15116279
Holdings Pte Limited
Newquest Asia 1 15116279 0 0 15116279 21.42 15116279 0 15116279 21.43 0 21.43 0 0 0 0 15116279
Investments III Limited
DBZ (Cyprus) Limited 1 13565891 0 0 13565891 19.23 13565891 0 13565891 19.23 0 19.23 0 0 0 0 13565891
Samena Fidem Holdings 1 5956757 0 0 5956757 8.45 5956757 0 5956757 8.45 0 8.45 0 0 0 0 5956757
Non resident Indians 47 116474 0 0 116474 0.17 116474 0 116474 0.17 0 0.17 0 0 0 0 116474
LLP 10 1001943 0 0 1001943 1.42 1001943 0 1001943 1.42 0 1.42 0 0 0 0 1001943
Clearing Members 24 34365 0 0 34365 0.05 34365 0 34365 0.05 0 0.05 0 0 0 0 34365
Bodies Corporate 52 2453361 0 0 2453361 3.48 2453361 0 2453361 3.48 0 3.48 0 0 0 0 2453361
Chbhattisgarh Investments 1 1310372 0 0 1310372 1.86 1310372 0 1310372 0.12 1.86 1.86 0 0 0 0 1310372
Limited
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Cat Category of share- No.of | No.of No. No. of | Total no. Share- No. of voting rights held in each class of No. of Sharehol No. of locked in No. of shares pledged No. of
e- holders share fully paid of shares | of shares holding securities shares | dingas shares or otherwise Equity
gory - up Equity | part | under | held asa underl | % encumbered Shares held
holde Shares ly lying %age of ying assuming in
rs held pai Depos total no. outsta full dematerialis
d itory of nding conversio ed form
up Recei shares conver | nof
Equ | pts (calculat tible convertib
ity ed as securit | le
Sha per ies securities
res SCRR, (inclu (asa %
held 1957) ding of diluted
(asa % No. of voting rights Total warra share No. (a) Asa % No. (a) Asa %
of as % nts) capital) of total of total
(A+B+C of total shares shares
2) voting held (b) held
rights (b)
o an (I av) (\2) (W) (VI = (VIII) Class X Cl | Total Ix) (0:9) XI) = (XII) (XTII) (XIV)
IV+V+ as (VID) +
V1 s X)asa
Y % of
(A+B+C)
Sub Total (B)(3) 4030 61468892 0 0 | 61468892 87.15 61468892 0 61468892 87.15 0 87.15 0 0 0 0 61417172
Total public 4036 68500841 0 0 | 68500841 97.12 68500841 0 68500841 97.12 0 97.12 0 0 0 0 68449121
shareholding (B) =
B)YM)HB)2)+B)3)
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i.  List of top 10 holders of equity shares of the Company as on September 30, 2021:

Sr. Name of Shareholders No. of Equity  No. of Equity Holding
No. Shares held Shares held in percentage
demat form
1 Clearsky Investment Holdings PrivateLimited 1,51,16,279 1,51,16,279 21.43
2 NewQuest Asia Investments 111 Limited 1,51,16,279 1,51,16,279 21.43
3 DBZ (Cyprus) Limited 1,35,65,891 1,35,65,891 19.23
4 Samena Fidems Holdings 59,56,757 59,56,757 8.44
5 Samena Special Situations Mauritius 33,21,500 33,21,500 4.71
6 Indgrowth Capital Fund I 27,33,058 27,33,058 3.86
7 Poshika Advisory Services LLP 20,27,709 20,27,709 2.88
8 PNB Metlife India Insurance Company 14,28,600 14,28,600 2.03
Limited

9 Chhattisgarh Investments Limited 13,10,372 13,10,372 1.86
10  Abakkus Growth Fund-1 10,75,064 10,75,064 1.52

26% (as prescribed by RBI).

None of the Equity Shares have been pledged or otherwise encumbered by our Promoter and Promoter Group.

There has been no change in the Promoter holding of our Company during the last financial year beyond

The Company has one stock option scheme ‘CSL Employee Stock Option Scheme 2017°. The said scheme

was approved by board of directors on December 31, 2017 and by the shareholders May 07, 2018 (Results
of which were declared on May 09, 2018) and ratified by the shareholders in Extra-ordinary General Meeting
held on September 18, 2018. The number of options outstanding as on June 30, 2021 is 26,40,073.
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OBJECTS OF THE ISSUE
Issue Proceeds

Our Company has filed this Draft Prospectus for public issue of 5,00,000 rated, secured, senior, listed, transferable,
redeemable, non-convertible debentures of face value of ¥ 1,000 (“NCDs”) for an amount of % 5,000 lakhs.

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:

Sr. No. Description Estimated Amount (% in lakhs)
1. Gross Proceeds of the Overall Issue Size 5,000.00
2. Issue Related Expenses * [e]
3. Net Proceeds (i.e. Gross Proceeds /ess Issue related expenses) [e]

*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
No. to be financed from Net
Proceeds
1. For the purpose of onward lending and financing business of the At least 75%

Company in the ordinary course of business (including for
repayment / refinance of existing debts of the Company)*
2. General corporate purposes** Not exceeding 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.

No part of the proceeds shall be utilised directly/ indirectly towards capital markets (debt and equity), land
acquisition or usages that are restricted for bank financing.

Issue Related Expenses

The expenses of this Issue include, among others, fees for the Lead Manager and selling commission to the Lead
Manager/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 breakdown of the total expenses for this Issue is as follows*:
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Particulars Amount As percentage of Issue As percentage of total
(R in lakhs) proceeds (in %) expenses of the Issue
(in %)

Fee Payable to Intermediaries [o] [o] [o]
including Registrar to the Issue and
Debenture Trustees
Lead Manager Fee, Legal Counsel [e] [e] [e]
Fee, Selling and  Brokerage
Commission, SCSB Processing Fee

Advertising and Marketing, Printing [e] [e] [e]
and Stationery Costs

Other Miscellaneous Expenses [e] [e] [e]
Grand Total [o] [e] [e]

* Assuming the Issue is fully subscribed.

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 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 2021-2022, 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 will furnish to the Stock Exchange(s) on
a half yearly basis, a statement indicating material deviations, if any, in the use of Issue proceeds and shall also
publish the same in newspapers simultaneously with the half-yearly financial results in the terms of and as per the
format prescribed by Circular SEBI/HO/DDHS/08/2020 dated January 17, 2020. 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 Prospectus in “Terms
of the Issue” on page 144.

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.

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.

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 Prospectus is issued, except as may be prescribed under the applicable laws and under
Section 27 of the Companies Act, 2013.

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 monies utilised shall be disclosed under an appropriate separate head in our Balance Sheet
indicating the purpose for which such monies had been utilised;

4. Details of all unutilised monies out of issue of NCDs, if any, shall be disclosed and continued to be disclosed
under an appropriate separate head in our Balance Sheet till the time any part of the proceeds of the Issue
remains unutilised indicating the form of financial assets in which such unutilised monies have been invested,

5. 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;

6. We shall utilise the Issue proceeds only after (i) receipt of minimum subscription, i.e., 75% of the Issue Size
pertaining to the 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 first charge over assets sought to be provided as Security; (v) obtaining listing and trading approval as
stated in this Draft Prospectus in “Issue Structure” on page 129 of this Draft Prospectus;

7. 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

8. 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.

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

STATEMENT OF POSSIBLE TAX BENEFITS AVAILABLE TO THE DEBENTURE HOLDER(S)

To,

The Board of Directors,
Ugro Capital Limited
Equinox Business Park,
Tower 3, 4th Floor,

LBS Road, Kurla (West)
Mumbai - 400 070.

Dear Sir(s),

Sub: Statement of Possible Tax Benefits available to Debenture Holders in connection with the Proposed
Public Issue by Ugro Capital Limited (Formerly known as Chokhani Securities Limited) (the ‘Company”)
of Secured Redeemable Non-Convertible Debentures (‘NCDs’ or ‘Debentures’) of face value of Rs. 1000
each for an amount up to Rs. 50 crores

We hereby confirm that the enclosed statement in Annexure states 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,
2021 i.e. relevant to the Assessment Year 2022-23 presently in force in India.

Several of these benefits are dependent on the Company or its debenture holders fulfilling the stipulated conditions
prescribed under relevant provisions of the Act and the eligibility thereon. Hence, the ability of the Company or
its Debenture holders to derive the tax benefits is dependent upon fulfillment of 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 stated in the enclosed statement are neither exhaustive nor conclusive and the preparation of the said
statement and the content therein is the responsibility of the Company’s Management. The statement is designed
to provide general information to the debenture holders and must not be substituted for professional tax advice.

Our views are based on existing provisions of the Act and its interpretations, which are subject to change or
modification by subsequent legislative, regulatory, administrative or judicial decisions. Any such change, which
could also be retrospective shall have an effect on the views expressed herein. We do not assume any obligation
to update this statement on any events subsequent to its issue, which may have an effect on the discussions herein.

In view of the individual nature of the tax consequences and the changing tax laws, each debenture holder is
advised to consult their own tax consultant with respect to the specific tax implications arising out of their
participation in the Issue. We are neither suggesting nor are we advising the debenture holders to invest money
based on this statement.

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

1. The Company or its debenture holders will continue obtain these benefits in future;
2. The conditions prescribed for availing these benefits have been/would be met with;
3. The Revenue authorities/Courts will concur with the views expressed herein

The contents of the statement are based on information, explanation and representations obtained from the
Company and on the basis of their understanding of the business activities and operations of the Company.
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This report has been issued at the request of the Company for the purpose of inclusion in the offer document in
connection with its proposed Issue and should not be used by anyone else or for any other purpose.

For MSKA & Associates
Chartered Accountants
ICAI Firm Registration No. 105047W

Swapnil Kale

Partner

Membership No. 117812

UDIN: 21117812AAAAPR2080

Mumbai
October 14, 2021
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Annexure

STATEMENT OF POSSIBLE TAX BENEFITS AVAILABLE TO THE DEBENTURE HOLDER(S)

The Annexure is based on the provisions of the Income-tax Act, 1961 (IT Act), as on date.

This Annexure intends to provide general information on the applicable provisions of the IT Act. However, in
view of the nature of the implications, the investors are best advised to consult their respective tax
advisors/consultants for appropriatecounsel with respect to the specific tax and other implications arising out of
their participation in the Portfolio as indicated herein.

Taxability under the IT Act

1. Taxability under various heads of Income

The returns received by the investors from NCD 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:

e  Profits and Gains from Business;
e Income from Capital Gains; and
e 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 characterised 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”

Gains from the transfer of securities/instruments of the investee companies may be characterised as “Capital
Gains” or as “Profits and Gains from Business” in the hands of an investor, depending upon whether the
investments in the NCD is held as an ‘investments’ or as ‘stock in trade’. This can vary based on the facts of
each investor’s case (taking into accountfactors such as the magnitude of purchases and sales, ratio between
purchases and sales, the period of holding, whether there exists an intention to earn a profit from sale or to
earn interest, etc.)

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

Income by way of interest received on debentures, bonds, and other debt instruments held as an investment

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 characterised as

“capital gains” (treatment separately discussed below).

The investors may obtain specific advice from their tax advisors regarding the tax treatment of their investments.
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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 VI-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).

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

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 tobe in the nature of stock in trade and, hence, the gains from the transfer/ sale of such investments
would be considered tobe in the nature of “Profits and gains from business”.

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.

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

Taxability of investments primarily depends on Nature of Capital Asset and Period of Holding.

A security (other than a unit) listed on a recognised stock exchange in India or zero-coupon bond (as defined)
held for aperiod of more than 12 months is considered long-term capital asset.

In case of share of an unlisted company and immoveable property, it will be considered as a long-term capital
asset whereit 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 ofmore 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, willbe 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.

e Computation of capital gains

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

e 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:

v' Transactions of sale of debentures, bonds, listed or otherwise; and
v' Transactions in structured debentures.

e 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 setoff against short-term capital gains arising in that year. On the other hand, short-term capital loss
in a year can be set offagainst both, short-term and long-term capital gains of the same year.

Unabsorbed short-term and long-term capital loss of prior years can be separately carried forward for not more
than eightassessment years immediately succeeding the assessment year for which the first loss was computed,
provided the Return of Income (ROI) is filed within the original due date. 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.

e 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 thelT Act, as discussed below, or the rates provided in such tax treaty, if any, whichever
is more beneficial to such non- resident investor, subject to conditions prescribed

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 tofurnish a self-declaration in Form No 10F and keep and maintain
such documents as are necessary to substantiate the information mentioned in Form 10F.

¢ General Anti Avoidance Rules (“GAAR”)

The General Anti Avoidance Rule ("GAAR’’) was 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.

e 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.

¢  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.
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Sr. No.

Scenarios

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 or a HUF, in respect of debentures issued by a
company in which the public is substantially interested if:

e the amount of interest paid to such person in a
financial year does notexceed INR 5,000; and

e 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 Investor
(FPD)

Tax deduction on interest from NCD issued to FPIs 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. However, where the withholding is done as per
the rate of tax provided under the relevant DTAA, the
said rate shall not be required to be increased by a
surcharge and health and education cess.

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.

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 FB, 2021,
w.e.f. July 01, 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 exceedsINR
10 crores in the financial year immediately preceding the
financial year in which the purchase is carried out.

TDS shall not be applicable where;

* Tax is deductible under any of the provisions of the
IT Act; or
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» Tax is collectible under the provisions of section
206C of the IT Act otherthan a transaction to
which section 206C(1H) of the IT Act applies

» Given that the term ‘goods’ has not been defined under the
proposed 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.

The CBDT vide its circular no. 13 of 2021 dated 30™ June,
2021 has provided guidelines under section 194Q of the
Act for removal of difficulties. It provides clarity on several
aspects, including the following:

* Provisions of section 194Q shall not be applicable
in relation to transactions in securities and
commodities which are traded through recognized

stock exchanges or cleared and settled by the
recognized clearing corporation including
recognized stock exchanges or recognized clearing
corporations located in International Financial
Services Centre

* Despite the said section coming into effect from
July 01, 2021, the threshold limit of INR 50 Lakhs
shall be computed from April 01, 2021 and any

payment made/amount credited to the seller prior

to June 30, 2021 the TDS section shall apply.

* However, if neither payment of sum/credit of

amount has taken place before July 01, 2021, the
said section shall not apply.

» Further, provisions of this section shall apply to a

non-resident buyer whose purchase of goods from

resident seller is effectively connected with

permanent establishment of such non-resident.

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:

Slab

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 + Rs 12,500°

Exceeding Rs 1,000,000

30 per cent of excess over Rs 1,000,000 + Rs 112,500°

@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.”
* plus surcharge if applicable — Refer Note 2 and a health and education cess of 4 per cent on the amount

of tax plussurcharge, if applicable).

# for resident senior citizens of sixty years of age and above but below eighty years of age, Rs 250,000 has to
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be read asRs 300,000 and for resident senior citizens of eighty years of age and above (“super senior citizen)
Rs 250,000 has to beread 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 beread 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 asNil and Rs 112,500 has to be read as Rs 100,000.

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, the following shall be the rate of tax applicable:

Slab 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 + Rs 12,500

More than Rs 750,000 but up to Rs 1,000,000 15 per cent of excess over Rs 750,000 + 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 + 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 + Rs 1,25,000
More than Rs 1,500,000 30 per cent of excess over Rs 1,500,000 + Rs 1,87,500
@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.”

* 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).

Partnership Firms & LLP’s

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 income (other
than income chargeable at special rates)
IDomestic companies having turnover or gross receiptsof less 25 percent
than Rs 400 Crin FY 2019-20
IDomestic manufacturing company set-up and registeredon or 25 percent
after 1 March 2016 subject to fulfilment of
rescribed conditions (Section 115BA)

Type of Domestic company Base normal tax rate on income
(other than income chargeable at
special rates)
IAny domestic company (even if an existing company orengaged in 22
non-manufacturing business) has an option to avail beneficial rate, perc
subject to fulfilment of ent
rescribed conditions (Section 115BAA)
IDomestic manufacturing company set-up and registeredon or after 1 15
October 2019 and commences manufacturing upto 31 March 2023, perc
has an option to avail beneficial rate, subject to fulfilment of ent
prescribed conditions (Section 115BAB)
IDomestic companies not falling under any of the abovecategory 30
perc
ent

55




Note 2: Surcharge (as applicable to the tax charged on income)

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

IParticulars

Rate of Surcharge

Where total income (including dividend income and income under

not exceed Rs 50 lacs

the provisions of section 111A and section 112A of the IT Act) does

Nil

Where total income (including dividend income and income
under the provisions of section 111A and section 112A of the IT
Act) exceeds Rs 50lacs but does not exceed Rs 1 crore

10 per cent on total tax

Where total income (including dividend income and income
under the provisions of section 111A and section 112A of the
IT Act) exceeds Rs 1crore but does not exceed Rs 2 crore

15 per cent on total tax

the provisions of section 111A and section 112A of the Act) does
not exceed Rs2 crore but total income (including dividend income
and income under the provisions of section 111A and section
112A of the Act) exceeds Rs 2 crore

Where total income (excluding dividend income and income under

15 per cent on total tax

Where total income (excluding dividend income and income
under the provisions of section 111A and section 112A of the
IT Act) exceeds Rs 2crore but does not exceed Rs 5 crore

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

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

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

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

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

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 naturereferred to in section 115AD(1)(b) of the IT Act)
exceeds Rs 50 lacs butdoes not exceed Rs 1 crore

10 per cent on total tax

Where total income (including dividend income or income of
the naturereferred to in section 115AD(1)(b) of the IT Act)
exceeds Rs 1 crore butdoes 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 buttotal income (including dividend income or

exceeds Rs 2 crore

income of the nature referred to in section 115AD(1)(b) of the Act)

15 per cent on total tax
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Where total income (excluding dividend income or income of - 25 per cent on tax on income
the naturereferred to in section 115AD(1)(b) of the IT Act)
exceeds Rs 2 crore butdoes not exceed Rs 5 crore

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

exceeds Rs 5 crore

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

excluding dividend income or
income of the nature referred to in
section 115AD(1)(b) ofthe 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

For assessees other than those covered above

Particulars

Rate of surcharge applicable

societies

INon-corporate taxpayers being firms and co-operative

INil where taxable income does not exceed Rs 1
crore

12 per cent where income exceeds Rs 1 crore

IDomestic companies (other than companies availing benefit
lunder section 115BAA and section 115BAB of the IT Act)

INil where taxable income does not exceed Rs 1
crore

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

12 per cent where taxable income exceeds Rs 10
crore

115BAA and section 115BAB of the IT Act

Domestic companies availing benefit under section

10 per cent (irrespective of taxable income)

[Foreign Companies (including corporate FPIs)

INil where taxable income does not exceed is
equal toor less than Rs 1 crore

2 per cent where taxable income exceeds Rs
1 crorebut 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 orprofession’ should be chargeable to tax as per the rates given in Note 1 and Note 2 above.

For Non-residents (other than 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.
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For FPI entities

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

1.

1.1

1.2

1.3

1.4

Tax on Long-term Gains
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 bechargeable 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 healthand 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.

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 healthand 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 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.

For Non-Resident Individuals

Long-term capital gains (other than long-term capital gains chargeable under section 112A of the IT
Act) in caseof 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 at10 per cent (plus applicable surcharge and health and
education cess — Refer Note 2) without indexation.

The above-mentioned rates would be subject to applicable treaty relief.
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).
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The above-mentioned rates would be subject to applicable treaty relief.
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 Note2 above).

In case of FPI, as per section 115AD of the IT Act, short term capital gains on transfer or sale of NCDs
are taxableat 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

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

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

= derivative;

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

= rights or interest in securities;

For the purpose of section 112 of the IT Act:

—  “Listed securities” means the securities which are listed on any recognised stock exchange in India.
—  “Unlisted securities” means securities other than listed securities.

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 anyhigher rate of TDS, as may be applicable, plus applicable surcharge and health and education
cess.

Section 206AA of the IT Act provides that the provisions shall not apply to non-residents in respect of payment
ofintereston long-term bonds as referred to in section 194LC 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 206AA
shall notapply 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:

. Name, email-id, contact number;

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 theother country or specified territory if the law of that country or specified territory
provides for issuance of suchcertificate;

e  Tax Identification 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 Governmentof that country or the specified territory of which he claims to be a resident.

e  The FB, 2021 has inserted a section 206AB for punitive withholding tax rate for non-filers of return of
income.

e Aspersection206AB of the IT Act, with effect from 1 July 2021, paymentsmade to specified persons will
be subject to TDS at rate which is higher of the following:
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e twice the rate specified in the relevant provision of the Act; or

e twice the rate or rates in force; or

e  therate of 5%

e In cases, where both section 206AA and section 206AB are applicable, taxes shall be deducted at higher
of the rateprescribed under both the sections.
e  For the purpose of this section, specified person means any person-

e Who has not filed an income-tax return for two preceding AYs relevant to the previous years
immediately priorto 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;

e The aggregate amount of TDS exceeds INR 50,000 or more in each of these previous years

e Other than a non-resident who does not have a permanent establishment in India.

Notes:

e  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.

e  The above statement covers only certain relevant direct tax law benefits and does not cover benefit under
any otherlaw.

e  The above statement of possible tax benefits is as per the current direct tax laws relevant for the
Assessment year 2022-23 pursuant to the Financial year 2021-22.

e  This statement is intended only to provide general information to the investors and is neither designed
nor intendedto be a substitute for professional tax advice. In view of the individual nature of tax
consequences, each investor isadvised to consult his/her own tax advisor with respect to specific tax
consequences of his/her investment in the Debentures of the Company.

e Inrespect of non-residents, the tax rates and consequent taxation mentioned above will be further subject
to any benefits available under the relevant DTAA, if any, between India and the country in which the
non-resident has fiscal domicile.

e  No assurance is given that the revenue authorities/courts will concur with the views expressed herein.
Our views are based on the existing provisions of law and its interpretation, which are subject to changes
from time to time. We do not assume responsibility to update the views consequent to such changes.

Thanking You,

Yours truly,
For UGRO Capital Limited

Sandeepkumar Zanvar
Chief Financial Officer

October 14, 2021
Place: Mumbai
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INDUSTRY OVERVIEW

The information presented in this Chapter has been obtained from publicly available information from various
sources including stock exchanges, industry websites, from publications and government and company estimates.
The data may have been re-classified by us for the purpose of presentation.

The information in this section has not been independently verified by us, the Lead Manager 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 generally believed to be reliable but their accuracy, completeness and
underlying assumptions are not guaranteed and their reliability cannot be assured. Further, there is no assurance
that the basis of the data included in the said report or the findings thereof are completely accurate or reliable.
Industry and government publications are also prepared based on information as on 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.

Further the industry Chapter may be updated from time to time subject to availability of updated data from
websites, reports and other documents referenced in this chapter.

GLOBAL ECONOMY

COVID-19 unleashed a once-in-a-lifetime crisis on the global economy, defying all prognoses and producing
downturns in a wide swathe of countries that were deeper than the most pessimistic projections. From the time it
was declared a public health emergency of international concern by WHO in January 2020, contagion rapidly
flared across the globe necessitating stringent lockdowns that resulted in even larger disruptions to activity, even
as the sheer scale of infections challenged testing and hospital intensive care capacity. Globally, GDP outcomes
in the first quarter of 2020 were worse than expected, but there were notable exceptions of which India was one.
In the second quarter, however, the pandemic took down all economies in its path, producing a deep, synchronised
plunge which was unprecedented. Unlike in other recessions, private consumption demand, services output and
the labour market, especially for low-skilled workers who do not have the option of working from home, went
into a marked retrenchment, reflecting the combination of social distancing, activity and mobility restrictions,
steep income losses, and severely dented consumer confidence. Businesses cut back on investment in the face of
the evaporation of demand, supply chain disruptions and pessimism about future earnings. Thus, the pandemic
produced a fusion of a broad-based aggregate demand shock and a lockdown-induced supply shock.

Towards the close of the second quarter and into the third quarter, infections abated in many countries. As
economies re-opened and there was a pick-up in mobility, the global economy began climbing out of the recession.
Overall activity normalised faster than anticipated, with private consumption rebounding the most vigorously. In
some economies, GDP outturns surprised on the upside, supported by public transfers and investment. Global
trade began recovering with the restart of activity and a strong pickup in external demand.

By late September 2020, however, the pandemic began to spread again, with the number of confirmed infections
worldwide touching 34 million, with over a million deaths. Moreover, there were renewed surges even where the
infection curve had flattened. Consequently, countries had to slow down re-opening and reinstate lockdowns,
which eventually caused GDP to decelerate globally again in the fourth quarter. By end December, multiple
vaccine approvals and the launch of vaccination in some countries brought hope. Together with a progressive
adaptation to pandemic protocols and additional policy measures by some countries, conditions moved into place
for a strong start to the year 2021.

For the year 2020, global output sank into its steepest contraction since the Great Depression at (-) 3.3 per cent,
with advanced countries’ GDP down by 4.7 per cent and that of emerging and developing countries (EMDEs) by
2.2 per cent. World trade volume of goods and services shrank by 8.5 per cent. Consumer price inflation halved
in advanced economies but remained broadly unchanged year-on-year in EMDEs, reflecting the firming up of
non-fuel commodity prices. Crude prices, on the other hand, declined by close to 33 per cent during the year.

(Source: Reserve Bank of India Annual Report 2020-21 -
https://rbidocs.rbi.org.in/rdocs/AnnualReport/PDFs/ORBIAR202021 F49F9833694E84C16AAD01BE48F53F6

A2.PDF)
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OVERVIEW OF THE INDIAN ECONOMY

The agglutination of supply disruptions, the health crisis, an unparalleled mass migration and a hostile global
environment took a heavy toll on the Indian economy. A cyclical slowdown had preceded the pandemic, causing
real gross domestic product (GDP) growth to register a sequential deceleration since 2017-18, which slumped into
contraction under the onslaught of COVID-19. The combination of demand compression and supply disruption
that took hold in its wake caused severe debilitating effects on the economy in Q1:2020-21.

Sensing the recovery gaining traction, equity markets became ebullient, with the BSE Sensex staging a V-shaped
recovery and rising over 91 per cent by end-March 2021 from the lows of March 2020, buoyed by strong corporate
performance in Q2 and Q3 0f2020-21, the roll-out of a massive vaccine programme, fiscal and monetary stimulus
in place and surges of capital inflows. The prospects for the Indian economy though impacted by the second wave,
remain resilient backed by the prospects of another bumper rabi crop, the gathering momentum of activity in
several sectors of the economy till March, especially housing, road construction and services activity in
construction, freight transportation and information technology (IT). Meanwhile, the activation of the
productionlinked incentive (PLI) scheme, spectrum auctions and considerable easing of financial conditions are
helping to shape the turnaround. On the other hand, large and medium-scale industry, mining and quarrying and
several contact-intensive sectors remain subdued.

The second advance estimate (SAE) that were released by the National Statistical Office (NSO) in February 2021
revealed that aggregate demand, measured by real GDP, contracted by 8.0 per cent in 2020-21. This is the first
contraction experienced since 1980-81 and the severest ever. In fact, the contraction was of the order of 15.9 per
cent in the first half of 2020-21 under the full brunt of the lockdown imposed to curb the transmission of COVID-
19.

Source: (https://rbidocs.rbi.org.in/rdocs/AnnualReport/PDFs/IIECONOMICREVIEW650084A49F3494152939D9
9449E63D040.PDF)

Economic activities gained momentum in the first quarter of year 2021 got subsequently dented by the onset of
the second wave of the pandemic. Domestic economic activity is starting to recover with the ebbing of the second
wave. Looking ahead, agricultural production and
rural demand are expected to remain resilient.
Urban demand is likely to mend with a lag as
manufacturing and non-contact intensive services
resume on a stronger pace, and the release of pent-
up demand acquires a durable character with an
accelerated pace of vaccination. Buoyant exports,
the expected pick-up in government expenditure,
including capital expenditure, and the recent
economic package announced by the Government
will provide further impetus to aggregate demand.
Although investment demand is still anaemic,
improving capacity utilisation and congenial
monetary and financial conditions are preparing
the ground for a long-awaited revival. Firms polled
in the Reserve Bank surveys expect expansion in
production volumes and new orders in Q2:2021-
22, which is likely to sustain through Q4. Elevated
levels of global commodity prices and financial
market volatility are, however, the main downside
risks. Taking all these factors into consideration,
projection for real GDP growth is retained at 9.5
per cent in 2021-22 consisting of 21.4 per cent in Q1; 7.3 per cent in Q2; 6.3 per cent in Q3; and 6.1 per cent in
Q4 0f 2021-22. Real GDP growth for Q1:2022-23 is projected at 17.2 per cent.

(Source: hitps://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52011)

Chart 2: Quarterly Projection of
Real GDP Growth (y-o-y)
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INDIA’S FINANCIAL SERVICES SECTOR

Wide-ranging financial sector reforms in India were introduced as an integral part of the economic reforms
initiated in the early 1990s. Financial sector reforms in India were grounded in the belief that competitive
efficiency in the real sectors of the economy will not be realized to its full potential unless the financial sector was
reformed as well. Thus, the principal objective of financial sector reforms was to improve the allocative efficiency
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of resources and accelerate the growth process of the real sector by removing structural deficiencies affecting the
performance of financial institutions and financial markets.

The main thrust of reforms in the financial sector was on the creation of efficient and stable financial institutions
and markets. Reforms in respect of the banking as well as non-banking financial institutions focused on creating
a deregulated environment and enabling free play of market forces while at the same time strengthening the
prudential norms and the supervisory system. In the banking sector, the focus was on imparting operational
flexibility and functional autonomy with a view to enhancing efficiency, productivity and profitability, imparting
strength to the system and ensuring accountability and financial soundness. The restrictions on activities
undertaken by the existing institutions were gradually relaxed and barriers to entry in the banking sector were
removed. In the case of non-banking financial intermediaries, reforms focused on removing sector-specific
deficiencies.

Non-banking financial sector grew rapidly, but there was no regulation of their asset side. Financial markets were
characterized by control over pricing of financial assets, barriers to entry, high transaction costs and restrictions
on movement of funds/participants between the market segments. Apart from inhibiting the development of the
markets, this also affected their efficiency.

Reforms in financial markets focused on removal of structural bottlenecks, introduction of new
players/instruments, free pricing of financial assets, relaxation of quantitative restrictions, improvement in trading,
clearing and settlement practices, more transparency, etc. Reforms encompassed regulatory and legal changes,
building of institutional infrastructure, refinement of market microstructure and technological upgradation. In the
various financial market segments, reforms aimed at creating liquidity and depth and an efficient price discovery
process.

(Source:https://www.rbi.org.in/scripts/PublicationsView.aspx?id=14945,
https://www.rbi.org.in/SCRIPTs/PublicationReportDetails.aspx? UrlPage=ReportonCurrencyvandFinance&ID=
502, https.//ficci.in/spdocument/23386/EY-FICCI-NBF C-oct.pdf)

Overview of the Non-Banking Financial Institutions

Chart VI.1: Structure of NBFIs under the Reserve Bank's Regulation
(As on July 16, 2020)

Non-Banking Financial Institutions

NABARD, SIDBI,

Asset Housing Finance

EXIM Bank and %’D N?spf;?l) Reconstruction Companies Ba‘(‘i‘ 41)’Ds
NHB Companies (28) (101)
Standalone PDs
%)

Notes: 1. Figures in parentheses indicate the number of institutions (Provisional).
2. Although, Standalone PDs are regjstered as NBFCs under Section 45-IA of RBI Act, 1934, they have been kept under PD.
3. Other NBFCs-ND include 64 CICs.

Source: RBI.

Non-Banking Lenders have witnessed exponential growth in the last decade driven largely by regulatory reforms
and their ability to cater to unbanked areas through innovative products and service delivery mechanisms. This
was further supported by their effective collection platforms. Today, non-bank lenders constitute about 25% (over
INR 35.9 lakh crore as on Sept-2019) of the systemic credit outstanding and have financed over 10 crore customers
drawing strength from their extensive footprint largely in rural and semi-urban areas (70% of total branches).
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Non-bank lenders form an integral part of the Indian financial ecosystem. They provide underbanked/unbanked
individuals and MSMEs an opportunity to be a part of the financial mainstream. They have been successful in
bridging the credit gap for the entire spectrum of customers ranging from high ticket structured loans to
corporates/HNIs to microfinance customers, due to their higher risk underwriting capacity, superior credit
assessment skills and deep understanding of customers. They have emerged as a vehicle for financing business
activities that Banks neglected due to regulatory restrictions such as credit exposure constraints and sector
concentration norms.

Furthermore, non-bank lenders collaborate with banks through various modes like securitization, on-lending, and
business correspondents to complement credit dissemination by underwriting small ticket loans to the agriculture
sector and MSMEs. Over the years, non-bank lenders have also acquired a skill-based arbitrage over banks due
to continuous innovation in their business model and processes that rely on surrogate non-financial information,
use of third-party sales channels and collection processes.

Non-bank lenders have gained market share from banks in key segments such as retail consumer loans, lending

to micro small enterprises, vehicle loans and housing loans. They have been able to capture share by catering to
underserved and unbanked customer segments.

CREDIT CONCENTRATION - NBFC
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However, over the past two years, the non-banking finance sector came under stress due to multiple adverse events
which impacted growth and profitability. COVID-19 has further amplified the stress in the system. Loan volumes
for most of the non-bank lenders have come down considerably, particularly for lenders who are directly
competing with banks and have limited pricing power.

Non-bank lenders continue to perform better than banks in terms of balance sheet growth and overall profitability.
On relative terms, non-bank lenders can garner higher yields on their underlying assets than banks given their
higher exposure to informal segments. Further, despite higher cost of funds, their net interest margins are higher
translating into better risk-adjusted return (even after they operate at lower leverage vis-a-vis banks).

Non-bank lenders play an important role in the economy by financing micro and small-scale industries (informal
sector) and provide employment and entrepreneurial opportunities at a ground level. Banks prefer lending to
entities with stronger balance sheets or to lower risk segments such as the salaried class of people. Non-bank
lenders support financially weaker sections of society by channelizing financial resources to capital formation. A
large share of their assets (45%) is deployed into retail, MSME and vehicle finance segments.

Lending by NBFC-ND-SI
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Amongst NBFCs-ND-SI, ICCs, IFCs and NBFCs-MFT together accounted for 87.8 per cent of the total asset size

of the sub-sector. All categories of NBFCs-ND-SI faced deceleration in balance sheet growth in 2019-20, barring
IDF NBFCs.

ICCs’ share contracted due to the subdued overall business environment and slackening demand in the hitherto
fast growing services sector and sectors affected by COVID-19 viz., construction, manufacturing and real estate
as well as individuals whose income streams dipped (moratorium availed by individuals on loans from NBFCs

stood at 57 per cent at end-August 2020). Many ICCs reported that disbursements, especially vehicle loans, came
to a standstill.

Chart V1.6: Distribution of NBFC Credit
(End-March position)
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Source: Supervisory Returns, RBI.

Industry remained the largest recipient of credit extended by the NBFC sector, followed by retail loans and
services. The share of the retail loan portfolio increased in 2019-20 with a corresponding fall in the shares of all
other sectors (Chart V1.6 a). ICCs, IFCs and NBFCs- MFT are the main purveyors of credit, in that order. Together,
they comprise 98.1 per cent credit extended by NBFCs at end-March 2020

Chart VI.8: Sectoral Credit Growth: Key Sub-Sectors
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Lending to micro, small and medium enterprises (MSME) by NBFCs picked up in 2019-20, attributable to the
increased lending by NBFCs-MFI, especially in the micro and small credit segment. The Government’s
announcements in the Union Budget as well as other policy measures such as interest subvention scheme for all
Goods and Services Tax registered MSMEs on fresh or incremental loans augured well for the sector during the
year. The updated credit- linked Capital Subsidy Scheme for MSMEs launched in 2019-20 in which guarantees
are provided for extending collateral free lending to MSMEs, incentivised NBFCs’ on-lending, albeit dented by
COVID-19
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Chart VI.10: MSME Credit of NBFCs

(At end-March)
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Impact of Covid-19 on Non-Banking Financial Sector

COVID-19 pandemic led to a slowdown in the economic activity across the globe. To curb the increasing
infection, several countries-imposed lockdowns to a varying degree. Due to these lockdowns and the subsequent
restriction in mobility, business across the world got impacted. One of the worst hit sectors the NBFC lending
business.

According to the World Bank, the Global economy is estimated to have contracted by 3.5% in 2020. Advanced
economies such as the US, Japan and European regions are estimated to have contracted by 3.5%, 4.7% and 6.6%
respectively during the period. Compared to the advanced economies, the emerging market and developing
economies (EMDEs) showcased better resistance and were expected to have contracted by 1.7% during 2020.

Due to interconnected nature of the economy and the cascading impact of reduced mobility, all the allied sectors
of the economy got impacted. The fall in consumption pushed several businesses into distress leading to loss in
productivity and jobs. Governments and Central Bank across the world came to the rescue with several measures,
targeted at reviving the falling consumption.

In order to mitigate the impact of COVID-19, the Reserve Bank allowed lending institutions to grant a moratorium
on payment of instalments of term loans due between March 1, 2020, and May 31, 2020, which was later extended
till August 31, 2020. NBFCs also extended the benefit to their customers. Amongst the sectors NBFCs lent to,
MSME:s availed of the scheme the most. Other categories like individuals witnessed a reduction in the share of
customers, while corporates registered a fall in amount of loans under moratorium between April and August
2020. Overall, the percentage of customers availing the moratorium has been relatively lower for NBFCs, while
loans outstanding under moratorium were higher than those extended by scheduled commercial banks (SCBs)
indicative of incipient stress.

Sector Corporate MSME Individual Others Total
% of % of % of % of % of % of % of | % of % of % of
total total total total total total total | total total total
Custome | outstand | Custome | outstand | Custo outstan | Cust | outsta | Custom | outstand
rs ing Is ing mers ding omer | nding | ers ing
S
1 2 3 4 5 6 7 8 9 10 11
NBFCs 42.7 37.2 68.8 67 23.1 56.5 50.2 33.2 26.6 44.9
SCBs 18 30.4 77.2 68.1 437 33.9 35.6 39.1 43.8 37.9
System 31.3 34.3 77.5 69.3 42.6 41 454 42.1 45.6 40.4

(Source: https.://rbi.org.in/scripts/Publications View.aspx?id=20272)

Asset Quality of NBFC Sector

Asset quality of the NBFC sector deteriorated as slippages rose in 2019-20. However, efforts were made by
NBFCs to clean up their balance sheets, as reflected in their writtenoff and recovery ratios. The NNPA ratio
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remained stable and the provision coverage ratio (PCR) improved in the period under consideration. In 2020-21
(up to September), impairment in asset quality intensified. The classification of the NBFC Assets is as under:

Chart VI.26: Classification of NBFCs’ Assets
(At end March/ September)
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The GNPA ratio of NBFCs-ND-SI deteriorated in 2019-20 on account of worsening asset quality of NBFCs- ICC.
IFCs reported an improvement in their GNPA ratio, mirroring resolution in stressed assets of a prominent
government NBFC. NBFCs-MFI registered further improvement in asset quality, reflecting the inherently healthy
quality of the MFI loan portfolio. The NNPA ratio for NBFCs- ND-SI remained stable, reflecting improved
provisions, though there was an increase in the NNPA ratio of ICCs. On the other hand, the NNPA ratio of IFCs
and NBFC-MFTs declined, with the latter reporting no NNPAs at end-March 2020. In H1:2020-21, the GNPA and
NNPA ratios of NBFCs-ND-SI inched up.

Chart VI.27: NPAs of NBFCs-ND-SI
(At end-March)
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Profitability of NBFCs-ND-SI

Given their unique business model, NBFCs have been reporting healthy profitability ratios in recent times, despite
deteriorating asset quality and heightened risk aversion. NBFCs witnessed robust loan portfolio growth until
recently, which contributed to profitability vis-a-vis Scheduled Commercial Banks alongside healthy asset quality

67



Chart 1: Credit Growth of NBFCs-ND-SI and Banks Chart 2: Return on assets of NBFCs-ND-SI and Banks
(End-March)
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Support to Micro, Small and Medium Enterprises (MSMEs) by NBFCs

The MSME sector forms the backbone of the Indian Economy. It is a critical for the economic and social
development of the country as it not only fosters entrepreneurship but also generates mass employment. MSMEs
are complementary to large industries as ancillary units and this sector contributes significantly to the inclusive
industrial development of the country.

India has 6.3 crore MSMESs operating in the country which contribute to 28.9% of the GDP while employing 11
crore people. With over 3 crore MSMEs (51% of total MSMEs) based in the rural areas, they form an important
part of the rural ecosystem.

Of the overall MSME market of $560 Bn, only $232 Bn is currently under the ambit of formal lending sector.
Remaining $230 Bn is yet to be covered under the fold of formal lending. This points towards a wide opportunity
that is waiting to tapped. FinTechs which can leverage the power of alternative data sources to underwrite these
customers will be able to break-open this evolving space.

Given their overall economic importance, easy access to credit for the sector is vital to ensure its growth. Exposure
of banks and non-bank lenders to the sector increased by 75% since Financial Year 2014 to reach INR 18.3 lakh

crore as in Financial Year 2020. Despite a jump, formal credit access through banks and non-bank lenders
contribute to 49% of the overall credit requirement of MSMEs as shown below:

Credit Outstanding for MSME Sector
(INR lakh crore)
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Source: https://ficci.in/spdocument/23386/EY-FICCI-NBF C-oct.pdf

The growth of non-bank lenders in financing the MSME sector can be attributed to the following factors:

a) Efficiency in underwriting: Between 2016 and 2018, all lenders effectively reduced the processing time for
MSME loans. Accordingly, non-bank lenders have the lowest Turn Around Time (TAT) in the industry for
processing MSME loans.

b) Differentiated approach to MSME financing: MSME creditworthiness assessment, more specifically for
small and micro segments which have a higher proportion of customers with limited income proofs, requires
a strong understanding of the sector and micro-market. Non-bank lenders underwrite based on the cashflows
as opposed to a balance sheet-based approach. This approach requires significant investment in effective
assessment, monitoring and collections. Consequently, the cost of servicing the segment is relatively higher.
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Hence, non-bank lenders with their strong network and underwriting capabilities are better placed to continue
servicing this sector.

Alternative financing - a boon to emerging market like India

Alternative financing in India though it is yet to establish its roots in India; it is certain to give positive push to
growth of the MSMEs. The key hurdle i.e. inaccessible timely credit at competitive cost which has been a major
challenge faced by MSMEs over the past several years, the alternative platforms aim to provide simplified and
customized access to finance along with more active participation and guidance in the overall growth and
operations of the enterprises. Besides, in the era of rapidly changing technology, it is also essential for enterprises
to overcome the risk of becoming technologically obsolete. Hence, alternative sources are expected to be the key
drivers, providing convenient and cost effective funding during the crucial stages of growth of the small and
medium enterprises, thereby aiding sustainable growth. These alternative solutions are known to be popular
among advanced countries suggesting that these alternatives are more likely to thrive if implemented in India as
they help in bringing the borrowers and investors closer. However, these innovative methods would prove to be
fruitful if established with strong legal framework involving greater transparency which would not only encourage
borrowers but also build greater confidence among investors.

There have been several technology innovations that are changing the landscape of MSME lending. Some of these

recent innovations include:

1. India Stack: India Stack refers to a set of open APIs that allows governments, businesses, start-ups, and
developers to utilize digital infrastructure. It was launched in 2009 with the creation of UIDAI and represented
the first major disruption in India’s FinTech space. It offers open APIs as public infrastructure such as UPI,
BharatPay, BBPS, Aadhar, AEPS, eKYC, eSign, Digi Locker, FASTag, and the GSTN platform. India Stack
APIs allow governments, businesses, startups, and developers to utilize digital infrastructure to facilitate
presence-less, paperless, and cashless service delivery.

2. Open Credit Enablement Network (OCEN): OCEN, launched as part of India Stack in July 2020, aims to
change the way credit is distributed to the end-user by introducing new touchpoints for the distribution of
financial services. It empowers digital platforms to play crucial roles in the lending value chain. It is a
complete reimagination of the credit ecosystem in India. The launch of the Open Credit Enablement Network,
or OCEN, was the definitive step for India to move towards democratization of credit and financial inclusion.
OCEN as a credit rail will have a common language and connecting lenders and marketplaces allowing them
to create innovative credit products and services on top of it. It is a strictly defined spec of APIs that acts as
a standardizing middle layer between lenders and digital platforms

3. Account Aggregator Framework (AA Framework): Similar to Aadhaar or UPI, the take-off for AA is
expected to be moderate and growth likely to accelerate with increase in use-cases. Strong growth will enlist
new players with innovative use cases, thus creating a network effect. Customer service levels across lending,
wealth management etc. are expected to meaningfully improve and good credit behaviour can be rewarded
with a personalized product proposition.

These innovations along with other developments in the pipeline is expected to give necessary fillip not only to
the lending fraternity but also the future of MSME Financing.

Role of Fin-tech and NBFCs to meet Financial Demands

Fin-tech lenders use digital technology to make lending faster, easier and less costly. Specializing in MSME
finance, such companies work is all about granting a loan against financial statements, bank account transaction
history or e-commerce transaction behaviour all of which can be digitally uploaded by the applicant borrower,
within a matter of days and at an interest rate that is much lesser than the banks. The creditworthiness of the
borrower is assessed using big data along with psychometric tests and social media behaviour. The trading position
of the business is also taken into account. Propelled by technological developments, an alternative source of loans
for small business has emerged in the form of new FinTech financial technology lending.

Digital lending services build a bridge between lenders and borrowers. There is a difference in the time taken to
process the application, the underwriting process, the actual disbursal of the amount and the period for which the
MSME loan is granted. While adequate care is taken in evaluating the eligibility of a business for the grant, a
FinTech company also ensures that there are no superfluous delays.

It helps the MSMEs on the following accounts:

e  Unconventional approaches: Instead of scanning through numerous irrelevant documents and looking at
documents that are known to be under-reported, online lenders make use of credit scorecards as well as several
hundreds of variables and raw data points. Some also conduct psychometric analysis of candidates and include
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industry proxies, financial behaviour, and non-traditional metrics for overall assessment. This lays the
foundation for them to provide collateral-free loans to MSMEs even with easily provided documentation
something not widely visible within the formal banking institutions.

e Technological advantage: Digital lending platforms make use of cutting edge algorithms in their loan
assessment process. Banking on Al and Big Data, to analyse the applicant, the business, and the market that
it caters to in order to ensure continuous improvement of credit models. Some of the platforms have combined
strong underwriting experience with technology to create truly powerful solutions. In fact Online lending
marketplaces are even power some of the traditional Financial Institutions (FIs) platforms now through PaaS
Platform-as-a-Service solutions to enable them to do faster and more accurate credit assessment.

e Minimal human intervention for quick assessment: Such platforms rely on entirely digital processes with
minimal or no human intervention in the overall decision making. This eliminates the scope of human errors
and makes assessments thoroughly reliable and unbiased. While, it greatly improves the velocity of credit
processes it also makes credit underwriting much more scalable. Owing to their innovation-driven approach,
the turnaround time for credit risk assessment has been brought down to a few minutes against days and
weeks as is the norm in traditional FIs.

e Easy application process: The use of bots and specifically designed algorithms enable digital lending
platforms to scrape all the relevant information from public and private sources. This facilitates minimum
paperwork during application and obviates the need for the applicant to fill exhaustive forms.

e Loan disbursement: Digital lending companies have improved the user experience by leveraging technology
to tone down the paper work and processing time. Just like retail shopping and online travel bookings, the
capital market for MSMEs also needed to evolve and move online. The loan disbursement process takes only
about - days which proves to be pivotal for cash-strapped MSMEs. 35% of the MSMEs receive payments
months or later after delivering products or providing services making quick access to working capital
essential for smooth functioning and gradual scaling up of MSMEs.

Digital lending is helping a new class of business borrowers who have not been able to obtain funding from
traditional sources. With an automated underwriting process and risk management, it has a lower operational cost
and smoother loan processing. A major of Fin-Tech -based lending is the assessment of clients credit worthiness.
Unlike banks that use only income statements and formal credit history, a Fin-Tech company gathers substantial
data through social media and big data. Whats more, with a strong use of technology in lending, the focus on
safety is also uncompromising. There are adequate measures to keep the customer details encrypted and secure.
Moreover, they also facilitate tailored finance products keeping in mind the varying needs of different industry
segments.

Most of digital lending platform are focusing on providing unsecured loans to MSMEs which has been the need
of the hour as many SMEs with high potential suffer from capital starvation and are unable to take out loans from
traditional FIs due to the focus on secured loans. Its an unsecured loan disruption that digital lenders are bringing
in powered with technology to risk assess the borrowers in a much better manner and lend against the business
performance and track record rather than value of a collateral. As a larger segment of the population comes under
the digital aegis, the future prospects of the MSME segment driven by swift and efficient financial assistance
enabled by the digital lending ecosystem will only herald positive tidings for the long-term growth of the Indian
economy.

As a conclusion it can be safely said that the emergence of the Fintech NBFC for MSME finance is a global
phenomenon that is transforming the entire lending model and in turn the business sector in totality. An idea can
change the world, and as fast the idea can be converted into reality, more profitable and effective it will be. Gone
are the days of the waiting in line for form fill-ups and waiting months to get a loan to have your business see the
light of the day. With players in the market, monetary support for your innovative business idea is just a click
away.

(Source: hitps.//ficci.in/spdocument/23035/Key-to-SME-Growth.pdf)

FinTech Regulations
In a recent discussion on Responsible Digital Innovation, RBI hinted towards the upcoming FinTech regulations
while discussing about responsible digital innovation.
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e RBI believes that the regulation has to be based on the entity type rather than the earlier followed
approach of activity-based regulation. Systemic risks, operational risks and risks affecting competition
are of prime importance when dealing with large financial market infrastructure entities or bigtech.
Countries need to overcome the legislative and regulatory deficits in dealing with concerns surrounding
privacy, safety and monetisation of data. Regulations pertaining to data issues needs to adapt to a world
where boundaries between financial and non-financial firms is getting increasingly blurred or
geographical boundaries are no longer a constraint.

e Given the fast evolving landscape of financial value chain and the blurring lines between financial and
non-financial firms, the regulators might need to dampen the pace of innovation to ensure better customer
protection.

Given the rapid pace of growth and dominating size of entities, risks such as concentration and competition starts
to emerge. As the bigtech gets bigger and consummates the entire market, regulators need to ensure that the
possibilities for smaller players to enter the space is kept in mind while also ensuring that the incentives to
innovators are not stifled.
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OUR BUSINESS

Our Company was originally incorporated on February 10, 1993 under the provisions of the Companies Act, 1956
by the name ‘Chokhani Securities Private Limited’ and was granted a certificate of incorporation bearing
registration number 070739. A fresh certificate of incorporation dated July 26, 1994 was issued by Registrar of
Companies at Mumbai, consequent upon conversion of our Company from private limited to public limited. The
name of our Company was further changed to U GRO Capital Limited and a fresh certificate of incorporation
dated September 26, 2018 was issued by Registrar of Companies at Mumbai. On December 31, 2017, Poshika
Advisory Services LLP & Mr. Shachindra Nath (collectively referred to as the “Acquirers”) made a public
announcement to acquire control of the management of our Company from the erstwhile Promoters (namely Mr.
Anand Ramakant Chokhani, Ms. Neelam R Chokhani, Ramakant R Chokhani HUF and Mr. Ramakant R
Chokhani) in accordance with Regulation 3(1) and 4 of the SEBI Takeover Regulations subject to prior RBI
Approval as per RBI Circular no. RBI/2015-16/122-DNBR(PD) CC. No. 065/03.10.001/2015-16 dated July 09,
2015. Consequently, Mr. Ramakant R Chokhani, Mr. Anand R Chokhani, Ms. Neelam R Chokhani and Ramakant
R Chokhani HUF, the erstwhile Promoters of our Company, were re-classified from the Promoter category to
Public category during the FY 2018-19 and Poshika Advisory Services LLP was classified as the Promoter of our
Company.

Our Company is a non-deposit taking systemically important NBFC registered with the RBI and the equity shares
of our Company are listed on NSE and BSE. Our mission is to provide access to financing to the underserved
MSME sector, which is critical to Indian economic growth and employment creation, and yet suffers from a
chronic lack of affordable, efficient and sustainable credit availability. MSMEs represent the most important
organic method by which the country’s impoverished can come out of the so-called ‘Poverty Trap’. Despite the
challenges faced during the pandemic year, our Company has received various recognitions and awards including,
(i) featuring in the Top 5 Digital / Fintech Lending Companies for MSMEs by BW Disrupt & IBS Intelligence,
(i1) ET Best BFSI Brand of the year award for FinTech Category, (iii) Best MSME Lending Company by World
Leadership Congress and Awards, (iv) Quick Loan Approval Award and Best Lending Tech of the year Award
by National Award for Excellence in Financial Services Marketing and few others.

Post change in management and control of our Company, we shifted our focus on lending business. We identified
core sectors of MSMEs in India coupled with a data-centric, technology-enabled approach for business growth.
We shortlisted 8 sectors after careful filtration of 180+ sectors in an 18-month process involving extensive study
of macro and microeconomic parameters. Our eight shortlisted sectors include Healthcare, Education, Chemicals,
Food Processing/FMCG, Hospitality, Electrical Equipment and Components, Auto Components and Light
Engineering. The company added a ninth sector — Micro Enterprises, to our list of sectors in FY2020-21.

U GRO’s Business Model hinges on marrying the traditional branch-based lending approach with the modern
FinTech based Lending. It is an amalgamation of multiple business models and brings in expertise through
effective use of Technology. It brings in sector, geographical and product specialisation and combines with new
age technology platforms.

Our Company has set up its lending business primarily driven by analytics driven digital lending platform, which
enables delivery of customized offerings to loan applicants. Our Company has made significant investments in
technology which enables faster application-based disbursals, thus reducing the operating costs and containing
risk. Our Company’s robust credit underwriting model processes the same information as required in any
traditional underwriting process including credit history, income and demographic details etc. We believe our
investments in analytics in today’s digital era will provide us with a competitive edge over traditional players
which are dependent on a branch-based model to acquire and service customers.

U GRO Capital lends exclusively to MSMEs and caters to all the borrowing needs through its diverse range of
product offerings like Term Loan (Secured and Unsecured), Supply Chain Financing, Machinery Loan and Short-
Term financing through its multiple FinTech and NBFC Partners. It lends to customers right from the prime
segment (<10% interest rates) to the micro enterprises (20-25% interest rates). Additionally, it does co-lending
with FinTech and smaller NBFC Partners to expand its reach and lend to the micro enterprises through the length
and breadth of India. While it has maintained a keen focus on the initial prime/near-prime target segment, it has
also worked towards addressing a broader demographic as per our efforts to solve India’s MSME credit gap.
Additionally, with its lending experience, it has carved out microenterprises as a sector itself. Microenterprises
behave as a homogenous group by size rather than by sector, making it ideal to underwrite them.

72



We believe that knowledge, research and technology innovation have been the key drivers of our growth. We
constantly pursue fin-tech innovation and invest in new business channels. The core thinking that underlines our
business decisions is to provide long-term value creation by building sustainable loan portfolio while focusing on
risk.

Our Company has been taking several measures to increase its disbursement and loan portfolio. However, all the
businesses are confined to our pre-defined strategy of building 4 channels.

1) Branch Led: Network of 34 branches comprising of 9 Prime and 25 Micro Branches. Through these branches
U GRO caters to the entire spectrum of MSME borrowers.

2) Eco-system Channel: This is further subdivided into Supply Chain Finance & Machinery Finance. Supply
Chain Financing - Working Capital Financing for Anchors and its ecosystem and Non-anchors through Sales
& Purchase Invoice Discounting and Machinery Finance where we offer secured Loans to machine buyers
with a charge on machines

3) Partnership & Alliances Channel: Partnered with FinTechs / Smaller NBFCs under a co-lending model
wherein the loan is originated by Partner FinTechs / NBFC & we take a part of the loan exposure on our
books

4) Direct Digital Channel: Our proprietary Digital Lending Platform, which got beta tested in Q3 FY20, will
allow for direct credit applications, increasing borrowing ease and further reducing turn around time.

Within a short period of time (3 years), U GRO has been able to not only reach out to MSMEs across the country
but has also been able to scale its book significantly. In Dec’20, in line with its mission to serve the deeply
underserved Micro Enterprises, U GRO expanded its Branch Network from 9 to 34 by opening 25 new MICRO
Branches. These Micro Branches are currently spread across 5 states. These Branches shall enable U GRO to
provide credit to small businesses in Tier-3 to Tier-6 towns who have not accessed formal credit in the past and
do not have proper documentation to otherwise avail loans from Large Banks.

GRO Capital integrates business intelligence with technology to create granular and insightful loan products for
each subsector. Statistical predictive modelling is used to prognosticate the customer’s credit behaviour; derived
from various financial and non-financial sources to fully quantify the parameters of the ecosystem the customer
operates in. Technology underpins every aspect of U GRO’s lending process, from API integrations, sectoral
statistical scorecards, sub-sectoral expert scorecards, state-of-the-art bank, bureau and GST statement analysers,
automated policy approvals, and machine learning OCR technology. Our Company also unveiled its GRO-Score
2.0 analytical engine that triangulates data from GST, Banking & Bureau to come up with a superior underwriting
results. All of this culminates in the delivery of 60 minute in-principle decisioning process to the customer based
on complex cash flow modelling. However, the technology backed lending process does not disregard traditional
methods that have been historically successful in this space. U GRO Capital ensures that all the traditional checks
and balances are adhered to, ensuring a high-quality book for posterity.

Despite the several challenges faced during the year 2020-21, we have managed to activate all of our disbursement
channels, made significant technological progress and fostered partnerships that are core to the future growth of
the business, while concurrently achieving a sizeable and high quality loan book. During the said year, inspite of
complete lockdown for the first two months and localised sporadic lockdown, we were able to disburse X 639 cr
of gross loans.

Channel Product Disbursement (R in cr)
Branch Led Secured Loans 241
Unsecured Loans 213
Eco-system Supply Chain Financing (incremental) 23
Machinery Loans 72
Partnership and Alliances Co-lending, Onward lending, Direct Assignment 90
Total 639

Our portfolio was well diversified across geography and sectors with no exposure to no single sector exceeding
25%.
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As on March 31, 2021, we were operating from 9 prime branches and 25 micro branches with a total loan portfolio
of T 1,317 cr and catering to 6,605 customers. Of the said loan portfolio, approx. 73% is in form of secured
lending. Our loan book has grown from X 861 cr as at March 31, 2020 to X 1317 cr as at March 31, 2021. Across
our offered products, our average ticket size stood at X 23 Lakhs and our average lending rate stood at 15.5%
which is broken down as follows for each business segments:

Channel Product Portfolio (X in Average Average
cr) Ticket Size yield

(R in lakhs) (Yage)
Branch Led Prime - Secured Loan 524.5 107.0 12.0
Prime - Unsecured Loan 336.1 154 18.9
Micro - Secured Loan 3.0 7.3 214
Micro - Unsecured Loan 0.9 37 26.6
Eco System Supply Chain Financing 210.5 55.5 13.2
Machinery Loans 71.5 39.9 13.2
Partnership and Co-lending, Onward lending, Direct 170.6 8.4 19.5

Alliances Assignment

Total (rounded off) 1317 23.0 15.5

Further, as on June 30, 2021 our AUM is X 1,375 cr.

We have obtained a long term rating of “Acuite A” from Acuite Ratings and Research Limited (Outlook: Positive).
This rating signifies adequate degree of safety regarding timely servicing of financial obligations and carry low
credit risk. Further, we have obtained short term rating of “Acuite A1” from Acuite Ratings and Research Limited
for commercial paper and bank loan. This rating signifies very strong degree of safety regarding timely servicing
of financial obligations and carry lowest credit risk. We believe that our ratings result in a lower cost of funds for
the Company.

Our total borrowings as at March 31, 2021 and March 31, 2020 amounted to X 782 cr and X 257 cr, 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 and others.

The summary of key financial indicators of our Company are as under:

Rincr)
Particulars March 31, 2021 March 31, 2020

Total Income 153.33 105.14
Total Expenditure 141.20 101.83
Profit after tax 28.72 19.52
Net worth 952 911.06
Debt to Equity ratio 0.82 0.28
CRAR (%) 65.60 88.25
Return on Net worth (%) 3.06 2.14

QOur Strengths

Knowledge

U GRO Capital believes that the problem of small businesses can be solved by building an in-depth expertise
around core sectors of MSMEs in India coupled with a data-centric, technology-enabled approach. Keeping this
in mind, the company shortlisted 8 sectors after careful filtration of 180+ sectors in an 18-month process involving
extensive study of macro and microeconomic parameters carried out alongside market experts like CRISIL. Our
eight shortlisted sectors include Healthcare, Education, Chemicals, Food Processing/FMCG, Hospitality,
Electrical Equipment and Components, Auto Components and Light Engineering. The company added a ninth
sector — Micro Enterprises, to our list of sectors in FY2020-21. We believe unlike the larger macro-economic
outlook, Micro Enterprises are specifically driven by their location & pocket they’re present in. Hence, it can be
considered as a sector in itself. Our Company has further narrowed down on selected subsectors based on
contribution to overall sector credit demand and risk profiling. Also, our Company considers its analytics and risk
function superior — as our proprietary GRO Score to identify bad cases more effectively.
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Stringent Customer Selection: The initial layer of the Company’s underwriting is intrinsic in the targeted
customer base. The credit performance of U GRO’s loan book benefits from the select ticket sizes (less than
5 crores and greater than 1 lakh) and geographies of MSME:s (eliminating bad pin codes) targeted by the firm,
as these have inherently low default rates. U GRO lends to customers with a prior track-record of borrowing,
excluding customers with total exposure of ¥ 50 Cr+ and the lowest percentiles of bureau score among other
parameters. The excluded segments have default rates of 11-15% (default = ever 90+ DPD in first twelve
months of onboarding)

Proprietary GRO Score 2.0 launched to make our selection sharper: Our Company has built proprietary
GRO Score 2.0 which combines credit bureau data & banking data and provides superior performance
through use of ML Models. A holistic credit score for MSMEs built by combining repayment history and
cashflow transaction data; provides improved performance by fitment on own data, extensive feature creation
and use of machine learning models. It combines entity, individual and banking data into one model. It
reduces dependency on any specific bureau data and provides 10-20% higher approval rates for similar or
lesser risk cases.

Pioneering Credit Underwriting Approach and Models: To supplement the GRO Score 2.0, the Company
also has underwriting policies (which are industry leading). The policy checks have completely been
automated in the system leveraging machine learning based OCR systems, advanced GST, bank statement
and bureau analyzers, 40+ API integrations with the likes of NCLT, Perfios, Hunter, CIBIL, CRIF, CERSAI
etc. This has enabled our Company to provide a quick turn-around to the customer while simultaneously
minimizing the risk of human errors. Our Company implements policy at a sub-sector level, leading to highly
specific weightages for parameters (revenue/margins/working capital cycle) for each prospective borrower.

Retaining Human Engagement in Credit Underwriting and Management: Our Company has
incorporated all the traditional evaluation and checks (including personal discussions, valuation reports, FCU,
FI, legal on loans) in its decision-making process. U GRO’s policies are highly specialized to allow for
customers with a wide range of documentation to be able to apply for financing.

Strong early warning and collections frameworks for proactive loan monitoring and collections: Our
Company has also built analytics led, early warning systems leveraging macro (industry level consumption,
regulatory/policy changes, social/demographic changes) and customer level data (credit score movement,
defaults in loans with other lenders, customer enquiries/new loans taken) to drive collection efforts. Our
Company has also invested in a collection team from day one and has a delinquency bucket wise collection
strategy.

Technology - Deep Focus on Technology

At U GRO, Technology underpins all the faucets of the customer journey including distribution, credit, analytics,
operations & collections. We have a philosophy to automate anything and everything that is procedural. This will
reap rewards in the long term. Infact, each of the U GRO’s Distribution channel is powered by a proprietary
technology modules:

[ )

GRO Plus: Designed for branch-led disbursement which has fully integrated every element of underwriting
digitally (using all conventional parameters). The platform allows for GRO Partners (DSA network) to obtain
in-principle approval within 60 minutes.

GRO Chain: GRO Chain is an end-to-end platform for supply chain financing that will cater to ecosystem
anchors, vendor borrowers and dealer/distributor borrowers. The system was fully operationalised in
FY2020-21.

GRO Xstream: U GRO has developed & continuously innovating a FinTech Platform “GRO XStream”,
which is an industry-first marketplace for BFSI partners. This allows us to achieve seamless API integrations
with the systems of each of the partners & hence allowing us to achieve record TATs. It is designed to
facilitate a wide range of transaction types between onboarded BFSIs, including co-lending, onward lending,
direct assignments, portfolio buyout and securitization.

GRO Direct: U GRO’s Direct Digital channel, a platform built to allow non-intermediated loan applications
from eligible SMEs. Launched in December 2019 across two subsectors, the reach of GRO Direct will be
greatly expanded across our focus sectors in the coming years
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Strong Corporate Governance Standards

Creating an institution that is built to last requires strong corporate governance standards. Keeping that in mind,
U GRO was founded with the philosophy of being institution owned, board controlled and management run. U
GRO Capital’s Board is majorly independent and comprises of financial industry luminaries with expertise from
across the array of financial services viz lending, regulations, rating agency etc. The Governance standards are
further strengthened by strong policies and processes enshrined in the Articles of Association. U GRO Capital has
also opted to be a listed entity from day one, which demands a higher degree of regulatory oversight and
transparency.

Experienced Leadership Team

Great organisations are built on foundations of long-term vision. These can only be realised with an able senior
management that works to build the systems and processes with a larger time frame in mind. To that effect, the
company hired industry leaders that have a proven track record of delivering results & the possess the right acumen
necessary in the build out phase of any organisation. Setting the right team in place has helped the company tide
through the crisis effectively

Large Institutional Capital

One of the key ideas while setting up U GRO was that the company should be institutionally owned and
professionally governed. Our Company specifically decided to raise a huge institutional equity capital right from
the start. With this thought process, U GRO Capital closed one of the largest fund-raises for a start-up in India,
raising around % 920 Crores from a diverse group of investors as it embarked on the stated mission of U Gro.
Raising this capital helped our Company to have adequate capital based to grow in the first few years. Having a
large institutional capital is also perceived positively by lenders & company has been able to solidify its position
in terms of the liability book.

As on September 30, 2021, 87.15% of the paid up share capital of our Company is held by institutions / private
equity funds like ADV Partners, New Quest, Samena Capital, PAG, IndGrowth, PNB Metlife, Chhattisgarh
Investments.

Reach across a varied MSME base and customer sourcing models

Our lending business is sourced digitally as well as through partners, direct selling agents and sales team. We also
conduct site verification visits and interviews with the applicant. We have centralized credit hubs, where our
underwriting processes are carried out by our credit team. We have also entered into arrangements with certain
verification agencies supervised by our internal management to conduct site visits to verify identity and other
information of applicants in certain cases. On the sanction of a loan amount, repayment terms are set out up on
completion of all documentation requirements by the applicant. With our presence across 34 locations, we have
established a diverse customer base, situated across India.

Our Growth Strategies

Customised, innovative and customer friendly lending

As part of our strategy to focus on our lending business, we intend to customize and introduce new loan products
and evaluate other financing opportunities. Our Company also intends to improve our lending processes and
distribution channels. We focus on providing a seamless customer experience and differentiated solutions to meet
the specific needs of particular customer, e.g. launch of “Sanjeevani”, a lending program to support MSMEs
during pandemic. Under this program, our Company has disbursed both, secured (with tenure of 60-144 months)
and unsecured loans (with tenure of 12-36 months) with disbursement ranging from X 10 lakhs to % 500 lakhs.

We believe that our customer service initiatives coupled with the use of technology will allow us to maintain our
presence in the lending market and secure both new and repeat business in our lending operations.

Diversify our loan book mix and product suite with an exclusive focus on MSME funding

We continue to diversify our loan book by increasing the share of MSME loans with a balance amongst the 9
niche sectors identified by us. We believe there is a significant untapped potential in the MSME industry, offering
long-term growth opportunities. We believe that due to the impact of COVID-19, the competitive intensity in the
MSME financing space is likely to decline with reducing competition from smaller players in the industry. We
target to serve consumers and small businesses which we believe are systematically underserved and require
differentiated products. We are also looking to build strategic partnerships with other digital lending platforms /
large players for our MSME business.
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Continue to maintain prudent risk management policies for our assets under management

We believe that the success of our business is dependent on our ability to consistently implement and streamline
our risk management policies. As we focus on building a large loan portfolio, we will continue to maintain strict
risk management standards to manage credit risks and promote a robust recovery process.

Leverage on technology and digital platforms 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 our 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.

Leverage our financial strength and improved ratings to increase our competitiveness, diversify our
funding mix and reduce our funding costs

Our source of funding as on March 31, 2021 is as under:

Source of funds Amount (% in cr)
Loan from Banks / Financial Institutions : 425.42
Bank Overdraft : 40.86
Non Convertible Debentures : 246.71
Commercial Papers : 52.70
Sub-total : 765.69
Net worth : 952.44
Debt Equity Ratio : 0.80

Our Company has a very low debt equity ratio, which gives us a huge opportunity to expand capital base through
leveraging also and also to expand the loan portfolio.

Leveraged funding, with timely repayment of the loans, will help us to improve our credit rating which in turn
will also help in reduction of the cost of capital of our Company. We intend to continue to make our efforts on
reducing the cost of borrowing and boost liquidity that include issuance of non-convertible debentures with a
focus on generating higher ROEs.

Our Company has adopted a conservative approach to ALM management and focussed on conserving liquidity.
Our efforts are reflected in the ALM profile with higher positive gaps. We continue to focus on having multiple
and diversified sources of funding in order to support our business functions to grow value investment
opportunities.

Business Description
We offer the following tech enabled flexi loan products and solutions to SMEs:

Secured Business Loans
Unsecured Business Loans
Machinery Loans

Supply Chain Finance
Rental Discounting
Business Credit Cards

The following table sets forth the mix of loan disbursed / loan portfolio in the financial year ended March 31,
2021, 2020 and 2019:

Rincr)
Products Loan portfolio, as on March 31,
2021 2020 2019
Secured Business Loans 527.50 317.10 14.00
Unsecured Business Loans 337.00 180.50 5.60
Machinery Loans 61.10 1.40 -
Supply Chain Finance 210.50 186.90 12.10
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Rental Discounting 10.40 - -
Business Credit Cards

29.40 67.60

Onward Lending

Direct Assignment 26.20 55.80 -
Portfolio Acquisition 25.90 46.50 -
Co-lending 89.10 5.10 -

As on March 31, 2021, the split of the Loan Portfolio of the Company is as under:

Overall Sectoral Mix

1%

M Light Engineering

B Education
Electrical Equipment
Food Processing

M Hospitality

B Chemical

W Health care

W Auto Component

W Micro-Enterprises

Distribution Channel
The Business Model of U Gro is as under:

Distribution Channels

Branch Channel | GRO-Plus Traditional Balance Sheet

G—— EE—
Prime and Micro branches across Tier | to Tier VI Lending using funds from banks; PSL nature of books
locations, serving a broad demographic of MSMEs to aid in obtaining bank financing
Knowledge Meets
] Technolo
Ecosystem Channel | GRO-Chain ey Co-origination
< —

STy eI AN IO AMEND 4 (- — I Co-originate loans with larger banks to maintain a

strong liquidity position and generate fee income

Anchor led ecosystem and Machinery Loan through

the OEM/Dealer ecosystem

Partnerships & Alliances | GRO-Xstream

Partnerships with FinTechs and NBFCs for a range of —p Specialized Programs with DFs
secured & unsecured loans . Impact led financing in partnerships with DFls in
Fintech-Enabled sectors like healthcare, education, clean energy
Product Underwriting
Direct Digital Channel | GRO-Direct .
Assignment
Proprietary digital lending platform supplemented by | di— ——

Securitization of portions of the loan portfolio so it

pre-qualified leads g
can be purchased by MFs/Insurance Firms/Banks

U GRO’s Distribution Channels are Built with the End Goal of integrating technology with traditional & new
ways of doing business to achieve financial Inclusion. Our distribution channel comprises of the following:

e Branch-Led Channel

In our prime Branches, to better cater to the needs of our customers, we launched two of our leading products,
Sanjeevani and then Saathi. Sanjeevani was a relatively higher ticket size product launched for the SME
customers. Saathi was a secured product launched for Micro Enterprise segment which do not have perfect
collateral. Then in Q1 of FY2022, we also operationalised our first co-lending product, Pratham, with Bank of
Baroda.

We also made a notable pivot in our Branch Business strategy. U GRO Capital was conceptualised to solve the
credit needs of the MSME sector. In our first year of operations, our focus was mainly towards lending to the
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prime segment of the market primarily SMEs in the tier-1 & tier-2 cities. Having established a foothold in that
segment of the market, in Financial Year 2020-21 we forayed into the Micro Enterprise Segment. This segment
of the market has historically remained isolated from the formal credit market & has depended on the unregulated
lending market with high interest rates & unfavourable terms. With our entry, we want to contribute by making
credit easily accessible for this segment of the market.

We started with launch of 25 new Micro Branches across 5 states in Tier I1I-VI cities and aim to penetrate deeper
into this market. Our customized app for Micro business gives flexibility to onboard a MSME customer
completely digitally as well.

We also operationalised our first co-lending product, Pratham, which is a ¥ 1000 Cr partnership with Bank of
Baroda. This allows us to cater to the prime customer in the rate band below 10%. Going forward, we will strive
to operationalise several other of our products in partnership with other Banks and Financial Institutions.

e Eco-system Channel

In our Supply Chain Financing (SCF), we added around 19 new anchors during the year taking our total count of
anchors to 34. With the addition of new anchors, we are well primed to increase our asset. Further, we achieved
an end-to-end digitalisation of our supply chain channel during the FY 2021. Sensing the growth in MSME market,
we have undertaken the Supply Chain Financing program at a breakneck pace in the FY 2021.

We have invested heavily on integration of technology by making the onboarding, disbursement, and re-payment
an “end to end” digitalized journey. With the focus to reach out to suppliers, vendors and dealers across PAN
India, we have developed inhouse the Gro 2.0 application.

The Gro 2.0 app facilitates digital onboarding by doing KYC, fetching GSTIN details, bank and financial
statements on a real time basis. It has eliminated the need of RMs and business development partners to reach out
in person and meet the customer.

U GRO is also one of the first NBFCs to go live on Government e-Marketplace - Sahay (GeM Sahay) Portal. U
GRO is also the host to GeM Sahay Portal. The company’s USP is to do invoice discounting and disburse the
payment on a near real time basis (on-tap financing) which is first of its kind in supply chain financing market.

We are also one of the initial NBFCs to go live on Government e-Marketplace — Sahay (GeM Sahay) Portal. U
GRO is also the host to GeM Sahay Portal. Our USP is to do invoice discounting and disburse the payment on a
near real time basis (on-tap financing) which is first of its kind in SCF market.

Under Eco-system Channel, we also launched our Machinery Loan product during the year. We have tied up with
several marquee Machinery OEMs to generate leads for the business. This has helped us in rapidly scaling our
book and increasing our geographical footprint even in regions where we do not have a physical presence.

e Partnership and Alliance Channel

With the evolving eco-system of FinTechs & new-age NBFCs and lenders, U GRO believes going forward a key
lever in our book build out shall be the partnerships that we forge with these NBFCs. During the year, we
operationalized partnerships with multiple new partners. This channel is not only a low operating cost channel for
us but also comes with a First-loss default guarantee (FLDG) cover. Hence, while the underlying loan may be
unsecured, the FLDG cushion available make the proposition interesting and we are able to build a quasi-secured
portfolio in this channel.

Partnered with over 8 FinTechs / Smaller NBFCs under a co-lending model wherein the loan is originated by
Partner NBFC & we take a part of the loan exposure on our books. These loans are secured by at least 10% First
Loss Default Guarantee.

e Direct Digital Channel
Our proprietary Digital Lending Platform, which went live in Q3 FY20, will allow for direct credit applications,
increasing borrowing ease and further reducing turn around time. The digital platform will apply the full suite of

U GRO’s technological innovations in order to provide widespread credit access for Indian SMEs — maximizing
our impact on financial inclusion.
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Restructuring during the COVID 19 Pandemic

To cope with aftermath of pandemic we helped a few selected customers (especially in Hospitality, Light
engineering & Auto components) with restructuring of their loans in line with RBI’s restructuring policies. During
the year FY21, on an aggregate level, we restructured 6.0% of our loan book which translates to an aggregate
restructuring of 79.5 Cr.

On an aggregate basis, we restructured 166 accounts during the year, of which 86.1% were current accounts. Large
part of our restructuring was from the hospitality sector which got impacted the most.

Channel Sector Restructured % of total % of portfolio
(Xin cr) Restructured  Restructured
Branch-Led  Auto Components 0.6 0.8 4.9
Chemicals 4.8 6.0 4.8
Education 10.0 12.5 6.8
Electrical Equipment 23 2.9 3.8
Food Processing 6.0 7.5 4.0
Healthcare 2.0 2.5 2.0
Hospitality 20.2 253 22.1
Light Engineering 11.3 14.2 5.7
MSME 0.1 0.1 3.2
Eco-system  Supply Chain Finance - Auto 13.9 17.5 6.6
Channel Components *
Machinery - Light Engineering 0.5 0.7 0.7
Partnership _ Onward lending 5.0 6.2 17.0
& Alliances  Direct Assignment &  Portfolio 29 3.6 5.6
Acquisition
Total 79.5 100.00 6.0

*Restructuring concentrated to two anchors

Risk and Underwriting System

Our firm belief is that risk and underwriting is a process that should constantly evolve. In line with that, we
conducted a thorough review of our underwriting engine. We designed a zero data loss architecture to enable
deeper adoption of analytics in long run. Given our journey of 2 years into lending, we gathered the minimum
critical size of the data to develop critical elements of our new underwriting model. We evolved our underwriting
system from Gro Score 1.0 which was repayment behaviour-based scorecard customized for our sectors to Gro
Score 2.0 which is repayment and Banking behaviour-based scorecard giving us a much deeper insight on the
MSME. Going forward, we shall augment it further with more data sources like GST etc. GRO Score 2.0 has
demonstrated a superior performance basis the testing conducted on past data. We believe this rule engine is going
to favourably position us in building a quality loan book.

On the technology front, our target is to digitalise processes that can be automated. We aim to make lending more
efficient through the use of technology. We have digitalised majority of our systems and processes and took strides
on the technology front across all our channels.

Liability Strategy

U GRO follows a 3-pronged approach to liability. These include balance sheet-based borrowings from Banks &
other NBFCs, co-origination partnerships with larger Banks and loan securitisation to raise funding against our
asset pool.

During the year, we increased our lender base to 29. This is also a testimony to the fact that the larger lending
eco-system recognises U GRO’s ability to churn out a higher quality portfolio. We are in active discussion with
several Development Finance Institutions for raising long term capital. On the co-origination front, we
operationalised our partnership with Bank of Baroda and are in active talks with SBI and ICICI to further bolster
our presence in the market.

The year also marked a significant progress towards building monetizing our assets and raising funds against it.
In a first of its kind, we monetized our ECLGS loan pool and raised funds against it. This raising of funds against
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ECLGS demonstrated our ability to not only capitalise on the sectoral tailwinds but also monetise those assets to
unencumber assets for further lending.

Going forward we want to eventually bring down our cost of capital and further diversify our source of funds. We
want to tap in funds from the Development Finance Institutions for raising long term capital. We have a very
strong processes and policies to manage our ALM to enable us to better manage our assets and liability.

Corporate Social Responsibility (CSR)
Our CSR theme is “SIGHT”. “SIGHT” stands for School Education, Industry Ready Education Program, Gender
Equality and Women Empowerment, Healthcare, Team SOS.

To execute these CSR activities, we collaborate with ‘SMILE FOUNDATION’. Smile Foundation is an Indian,
development organisation directly benefitting over 400,000 children and families through more than 200 welfare
projects in Education, Health, Livelihood and Woman empowerment spread across remote villages and slums in
25 states in India. During the year ended March 31, 2021 Company has spent X 19.05 lakhs whereas required sum
to be spent was I 18.57 lakhs. The amount is spent towards Skill Training in Healthcare for Under-privileged
youth through NGO.

Employees

We place emphasis and focus on recruitment and retention of our employees as personnel is the most valuable
asset for a service industry such as ours. As of June 30, 2021, we employed 392 employees. We have also
implemented an employees stock option plan, in addition to the normal rewards and recognition programmes, and
learning and development programmes for our employees.

Competition

The financial services industry is highly competitive and we expect competition to intensify in the future. We face
competition in the lending business from domestic and international banks as well as other NBFCs, fintech lending
platforms and private unorganized lenders. Banks are increasingly expanding into retail loans in the rural and
semi-urban areas of India. We are exposed to the risk that these banks continue to expand their operations into the
markets in which we operate, which would result in greater competition and lower spreads on our loans. In
particular, many of our competitors may have operational advantages in terms of access to cost-effective sources
of funding and in implementing new technologies and rationalising related operational costs.

Insurance

We maintain a director’s and officers’ liability policy covering our directors and officers against claims arising
out of legal and regulatory proceedings and monetary demands for damages. We also maintain a group personal
accident and business travel accident policy for our employees. These insurance policies are generally valid for a
year and are renewed annually.

Intellectual Property

Poshika Financial Ecosystem Private Limited had, vide an assignment deed dated May 13, 2019, transferred the
ownership of the logo “U GRO”/ BT 4, oy Company. Subsequent to the same, vide an order dated September
22,2020, the ownership of the said logo vest with our Company under Class 35 and 36 under the Trade Marks
Act, 1999.

Properties

Our registered office is located at 4th Floor, Tower 3, Equinox Business Park, Off BKC, LBS Road, Kurla (West),
Mumbai - 400 070, Maharashtra, India. In addition to the same, our network comprises of 9 Prime Branches and
25 Micro Branches. Our registered office and branches are located at premises leased or licensed to us.
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HISTORY AND CERTAIN CORPORATE MATTERS

Our Company was originally incorporated on February 10, 1993 under the provisions of the Companies Act, 1956
by the name ‘Chokhani Securities Private Limited’ and was granted a certificate of incorporation bearing
registration number 070739. A fresh certificate of incorporation dated July 26, 1994 was issued by Registrar of
Companies at Mumbai, consequent upon conversion of our Company from private limited to public limited. The
name of our Company was further changed to U GRO Capital Limited and a fresh certificate of incorporation
dated September 26, 2018 was issued by Registrar of Companies at Mumbai. Our Company came out with its first
public issue of equity shares in 1995. At present, the Equity Shares of our Company are listed at BSE and NSE.
The Corporate Identification Number of our Company is L67120MH1993PLC070739.

Our Company is a non-deposit taking Non-Banking Financial Company (‘NBFC’) as defined under Section 45-
IA of the Reserve Bank of India Act, 1934 and registered with effect from March 5, 1998 having Registration No.
13.00325. Our Company is currently engaged in the business of lending and primarily deals in financing SME
and MSME sector with focus on Healthcare, Education, Chemicals, Food Processing/FMCG, Hospitality,
Electrical Equipment & Components, Auto Components and Light Engineering segments.

Change in Management and Control of our Company

On December 31, 2017, Poshika Advisory Services LLP & Mr. Shachindra Nath (collectively referred to as the
“Acquirers”) has made a public announcement to acquire control of the management of our Company from the
erstwhile Promoters (namely Anand Ramakant Chokhani, Ms. Neelam R Chokhani, Ramakant R Chokhani HUF
and Ramakant R Chokhani) to the Acquirers in accordance with Regulation 3(1) and 4 of the SEBI Takeover
Regulations subject to prior RBI Approval as per RBI Circular no. RBI/2015-16/122-DNBR(PD) CC. No.
065/03.10.001/2015-16 dated July 09, 2015. Consequently, Mr. Ramakant R Chokhani, Mr. Anand R Chokhani,
Ms. Neelam R Chokhani and Ramakant R Chokhani HUF, the erstwhile Promoters of our Company, were re-
classified from the Promoter category to Public category during the FY 2018-19 and Poshika Advisory Services
LLP was classified as Promoter of our Company.

Registered Office and change in Registered Office of our Company
At present our Registered Office is situated at Equinox Business Park, Tower 3, 4" Floor, Off BKC, LBS Road,
Kurla West, Mumbai — 400 070.

The details of change in the registered office are as under:

Date of Address Changed
Change From To
12/06/2007*  9-16-D Fort Mansion British Hotel Lane 5A-Maker Bhavan No.2, Sir Vithaldas
Off B S MG Fort, Mumbai - 400 023 Thakersey Marg, New Marine Lines,

Churchgate, Mumbai - 400 020
13/08/2018 5A-Maker Bhavan No.2, Sir Vithaldas Equinox Business Park, Tower 3, 4th Floor,
Thakersey Marg, New Marine Lines, Off BKC, LBS Road, Kurla West, Mumbai -
Churchgate, Mumbai - 400 020 400 070
* Records w.r.t. information related to change in registered office prior to this date is not available.

Key events, milestones and achievements
FY Particulars
1992 - 93 Incorporation of our Company
1994 -95  Our Company made an initial public issue of Equity Shares
2017-18 e Change in Management Control of our Company was announced
e Demerger of the Lending Business of Asia Pragati Capfin Private Limited into our Company,
w.e.f. the Appointed Date being April 01, 2018
2018 - 19 Raised capital from Institutional / PE Investors and HNI

Main Objects of our Company
Following are the main objects of our Company, as provided in our Memorandum of Association:

1. To invest the capital and other moneys of the Company in the purchase or upon the security of shares, stocks,
debenture, debenture stock, bonds, mortgages, obligations and securities of any kind, carrying on business in

shares, stocks, debentures, debenture stocks, bonds, mortgages, obligations and other securities,
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commissioners, Trust, Municipal or local Authority and to carry on the business of underwriters film financing,
hire purchase financing, and to carry on business of financing industrial enterprises, trade and business
financing.

2. To carry on the business of providing Fund/Non-fund based activities, Venture Capital, Stock Broking,
Factoring, Arbitrage, Badla Finance, Portfolio Management services, Mutual Fund, Debt Market Operations,
Forex Management services, Merchant Banking Activities, Insurance, Reinsurance, Future and Options,
Derivatives, Depository Participants, etc.

3. To manufacture, assemble, purchase, sell, export, import, alter, repair, transfer, lease, hire, licence, use,
dispose of, operate, fabricate, construct, distribute, design, charter, acquire, market, recondition, work upon or
advice otherwise deal in, whether as manufacturers, dealers, developers, distributors, agents of other
manufacturers or otherwise all kinds of products and services pertaining to computer software and hardware
industry, software, system development, application software for microprocessor based information system,
web portals, web enabling, web super markets, kiosks for “e” commerce, web migration, web based training /
education, Learning systems, Knowledge management, retail broking, e-tail broking, Internet broking, net
dynamics, client server development, platform development, Information Technology, Software development,
e-commerce conversion of data, internet, web site, e-commerce, e-business, e-tailing, e-trade, advertisements,
sponsorships, gamesites, application system, computer peripherals and accessories, information technology,
Mapping, Educational publications, computer aided design / computer aided manufacturing, workstations,
scanners, scanner plotters, servers, digitzers, software procedures, and undertake turnkey projects, for
developing computer software or hardware system, telephony, migration and reengineering, data warehousing,
enterprise resource planning, product, development, and management and to provide all other allied services
in India and abroad.

4. To lend and advance money and assets of all kinds or give credit on any terms or mode and with or without
security to any individual, firm, body corporate or any other entity (including without prejudice to the
generality of the foregoing any holding company, subsidiary or fellow subsidiary of, or any other company
whether or not associated in any way with, the company), to enter into guarantees, contracts of indemnity and
surety ship of all kinds, to receive money on deposits or loan upon any terms, and to secure or guarantee in
any manner and upon any terms the payment of any sum of money or the performance of any obligation by
any person, firm or company (including without prejudice to the generality of the foregoing any holding
company, subsidiary or fellow subsidiary of, or any other company associated in any way with, the Company)

Holding Company
As on the date of this Draft Prospectus, our Company does not have any holding company.

Subsidiary Company
As on the date of this Draft Prospectus, our Company does not have any subsidiary company.

Key terms of our material agreements

Other than the agreements in relation to this Issue, our Company has not entered into material agreements, more
than two years before the date of this Draft Prospectus, which are not in the ordinary course of business.
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KEY REGULATIONS AND POLICIES

The regulations set out below are not exhaustive and are only intended to provide general information to investors
and is neither designed nor intended to be a substitute for professional legal advice. Taxation statutes such as the
Income Tax Act, 1961 and applicable local Goods and Services Tax laws, labour regulations such as the
Employees State Insurance Act, 1948 and the Employees Provident Fund and Miscellaneous Act, 1952 and other
miscellaneous regulations such as the Trade Marks Act 1999 and applicable shops and establishments statutes
apply to us as they do to any other Indian company and therefore have not been detailed below.

The following description is a summary of certain sector specific laws and regulations in India, which are
applicable to our Company. The information detailed in this chapter has been obtained from publications
available in the public domain. The regulations set out below may not be exhaustive and are only intended to
provide general information to the investors and are neither designed nor intended to be a substitute for
professional legal advice. The statements below are based on the current provisions of the Indian law and the
Jjudicial and administrative interpretations thereof, which are subject to change or modification by subsequent
legislative, regulatory, administrative or judicial decisions.

(I) Laws in relation to Non-Banking Financial Companies
(A) The Reserve Bank of India Act, 1934 (the “RBI Act”)

The RBI is entrusted with the responsibility of regulating and supervising the activities of NBFCs under the RBI
Act. The RBI Act defines an NBFC as:

i. afinancial institution which is a company;

ii. anon-banking institution which is a company and which has as its principal business of receiving of deposits,
under any scheme or arrangement or in any other manner, or lending in any manner; or

iii. such other non-banking institution or class of such institutions as the RBI may, with the previous approval of
the Central Government and by notification in the official gazette, specify.

As per the RBI Act, a financial institution is a non-banking institution, carrying on as whole or part of its business,
inter alia, the financing of activities other than its own, by making loans, advances or otherwise; the acquisition
of shares, stock, bonds, debentures, securities issued by the Government or other local authorities or other
marketable securities of like nature; or letting or delivering goods to a hirer under a hire-purchase agreement.

The RBI has, through a press release dated April 8, 1999, clarified that in order to identify a particular company
as an NBFC, it shall consider both the assets and the income pattern as evidenced from the last audited balance
sheet of the company to decide its principal business. A company shall be treated as an NBFC, if its financial
assets are more than 50% of its total assets (netted off by intangible assets) and income from financial assets is
more than 50% of its gross income. Both these tests are required to be satisfied as the determinant factors for
principal business of a company.

NBFCs are not permitted to commence or carry on the business of a non-banking financial institution without
obtaining a certificate of registration (“CoR”) from the RBI. Further, every NBFC is required to submit to the
RBI a certificate from its statutory auditor within one month from the date of finalization of its balance sheet and
in any case not later than December 31st of that year, stating that it is engaged in the business of non-banking
financial institution requiring it to hold a CoR. The RBI Act makes it mandatory for every NBFC to get itself
registered with the RBI in order to be able to commence any of its activities.

An NBFC may be registered as a deposit-accepting NBFC (“NBFC-D”) or as a non-deposit accepting NBFC
(“NBFC-ND”). Our Company has been classified as a systemically important NBFC-D SI.

RBI has, by its Circular No. DNBR(PD) CC.No0.097/03.10.001/2018-19 dated February 22, 2019, harmonized
different categories of NBFCs into fewer ones, based on the principle of regulation by activity rather than
regulation by entity. Accordingly, RBI has merged the three categories of NBFCs, namely Asset Finance
Companies, Loan Companies and Investment Companies into a new category called NBFC-Investment and Credit
Company. (“NBFC-ICC”). Further, a deposit taking NBFC-ICC shall invest in unquoted shares of another
company which is not a subsidiary company or a company in the same group of the NBFC for an amount not
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exceeding 20% of its owned funds. Prior to this reclassification, our Company was classified as an Asset Finance
Company.

(B) Regulatory Requirements of an NBFC under the RBI Act
(I) Net Owned Fund

The RBI Act, read with an RBI notification dated April 20, 1999, provides that to carry on the business of an
NBFC, an entity would have to be registered as an NBFC with the RBI and would be required to have a minimum
net owned fund of X 200 lakh. For this purpose, the RBI Act has defined ‘net owned fund’ to mean:
i. the aggregate of the paid-up equity capital and free reserves as disclosed in the latest balance sheet of the
company, after deducting:
a. accumulated balance of losses;
b. deferred revenue expenditure;
c. deferred tax asset (net) and
d. other intangible assets

ii. further reduced by the amounts representing: a. investment by such companies in shares of:
(a) its subsidiaries
(b) companies in the same group and
(c) other NBFCs; and b. the book value of debentures, bonds, outstanding loans and advances (including hire
purchase and lease finance) made to, and deposits with (a) subsidiaries of such company; and (b) companies
in the same group, to the extent such amount exceeds 10% of (i) above.

(I) Reserve Fund

In addition to the above, the RBI Act requires NBFCs to create a reserve fund and transfer therein a sum of not
less than 20% of its net profits earned annually, as disclosed in the statement of profit and loss, before declaration
of dividend. Such sum cannot be appropriated by the NBFC except for the purposes specified by the RBI from
time to time and every such appropriation is required to be reported to the RBI within 21 days from the date of
such withdrawal.

(IIT) Non-Banking Financial Companies Acceptance of Public Deposits (Reserve Bank) Directions 2016
dated August 26, 2016 and as amended from time to time (“Deposit Directions”)

Our Company has been classified as a Deposit-Taking NBFC- Investment and Credit Company, (“NBFC-ICC”)
and accordingly, we are regulated by the Deposit Directions in respect of taking deposits. As per the above
Direction, every NBFC-D, shall invest and continue to invest in India in unencumbered approved securities valued
at the price not exceeding the current market price of such securities an amount which shall, at the close of business
or any day, not be less than 15% of the “public deposit”, as defined under sub-paragraph (xv) of paragraph of
applicable Deposit Directions, outstanding at the close of business on the last working day of second preceding
quarter and further can invest not less than 10% in unencumbered approved securities and the remaining in
unencumbered term deposits in any scheduled commercial bank / bonds of SIDBI / NABARD, the aggregate of
which shall not be less than 15% of the public deposit outstanding at the last working day of the second preceding
quarter. The Deposit Directions further, places the following restrictions on NBFCs-D in connection with
accepting public deposits:

a) Prohibition from accepting any demand deposits: NBFCs are prohibited from accepting any public deposit
which is repayable on demand.

b) Ceiling on quantum of deposits: An Investment and Credit Company or a factor (a) having minimum NOF
as stipulated by RBI, and (b) complying with all the prudential norms, may accept or renew public deposit,
together with the amounts remaining outstanding in the books of the company as on the date of acceptance
or renewal of such deposit, not exceeding one and one-half times of its NOF. Provided that, an NBFC-ICC
holding public deposits in excess of the limit of one and one-half times of its NOF shall not renew or accept
fresh deposits till such time they reach the revised limit.

c) Prohibition from accepting any deposits from NRIs: NBFCs are also prohibited from inviting or accepting
or renewing repatriable deposits, from Non-Resident Indians under the Non-Resident (External) Account
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Scheme, at a rate exceeding the rate specified by the RBI for such deposits with Scheduled Commercial Banks
(the period of repatriable deposits shall be not less than one year and not more than three years).

Credit-rating: In the event that the credit rating issued by a credit rating agency recognized by RBI, for an
NBFC-ICC, is downgraded below the minimum specified investment grade, with respect to the relevant credit
rating agency, the NBFC must (a) forthwith stop accepting public deposits, (b) report the position of the credit
rating within fifteen working days to the RBI and (c) reduce, within three years from the date of such
downgrading of credit rating, the amount of excess public deposits to nil or the appropriate extent as permitted
under the Deposit Directions, by repayment as and when such deposit falls due or otherwise.

Ceiling on rate of interest: An NBFC cannot invite or accept or renew public deposit at a rate of interest
exceeding twelve and half per cent per annum. Such interest may be paid or compounded at rests which shall
not be shorter than monthly rests.

Minimum lock-in period: An NBFC is prohibited from granting any loan against a public deposit or make
premature repayment of a public deposit within a period of three months from the date of acceptance of such
public deposit.

NBFC failing to repay public deposit prohibited from making loans and investments

A NBFC-D which has failed to repay any public deposit or part thereof in accordance with the terms and
conditions of such deposit, cannot grant any loan or other credit facility by whatever name called or make
any investment or create any other asset as long as such default exists.

(IV) Non-Banking Financial Company - Systemically Important Non-Deposit taking Company and

a)

b)

d)

Deposit-taking Company (Reserve Bank) Directions, 2016 vide DNBR.PD.008/03.10.119/2016-17
September 01, 2016 (updated as on February 17, 2020) (“NBFC- SI Directions”)

Capital Adequacy: Every Systemically Important NBFC shall maintain a minimum capital ratio consisting
of Tier I and Tier II Capital which shall not be less than 15% of its aggregate risk weighted assets of on-
balance sheet and of risk adjusted value of off-balance sheet items and the Tier I Capital in respect of
applicable NBFCs (other than NBFC-MFI and IDF-NBFC), at any point of time, shall not be less than 10%.
For the above, ‘Tier I Capital’ means owned fund as reduced by investment in shares of other non-banking
financial companies and in shares, debentures, bonds, outstanding loans and advances including hire purchase
and lease finance made to and deposits with subsidiaries and companies in the same group exceeding, in
aggregate, ten per cent of the owned fund; and perpetual debt instruments issued by a non-deposit taking non-
banking financial company in each year to the extent it does not exceed 15% of aggregate of Tier I Capital
of such company as on March 31 of the previous accounting year. Further “Tier II Capital” means (a)
preference shares not compulsorily convertible into equity; (b) revaluation reserves at a discounted rate of
55%; (c) general provisions and loss reserves, to the extent these are not attributable to an actual diminution
in value or identifiable potential loss in any specific asset, and are available to meet unexpected losses, to the
extent of 1.25% of risk weighted assets; (d) hybrid debt capital instruments; (e) subordinated debt and (f)
perpetual debt instruments issued by a non-deposit taking non-banking financial company which is in excess
of what qualifies for Tier I Capital. At any given time, “Tier II Capital” shall not exceed the total “Tier I
Capital” of an NBFC.

Prudential Requirements: The NBFC-SI Directions place several requirements that an NBFC must adhere
to, inter alia, regarding income recognition, income from investments, the need to follow relevant accounting
standards, the framing and implementation of an investment policy amongst others.

Loan Policy: As per the NBFC-SI Directions, the Board of Directors granting / intending to grant demand /
call loans shall frame a policy for the NBFC which includes, inter alia, a cut-off date within which the
repayment of demand or call loan shall be demanded or called up and the rate of interest which shall be
payable on such loans.

Non-Performing Assets ("NPAs")
Under the NBFC-SI Directions, the following shall be considered as ‘non-performing assets’ (“NPAs”), if

the accompanying conditions remain in existence for a period of three months or more for Fiscal 2020:

i.  Assets, in respect of which interest has remained overdue;

ii. Term loans, inclusive of unpaid interest, when the instalment is overdue, or on which interest amounts
remain overdue;-
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ii.

iii.

iv.

iii. Demand or call loans, which has remained overdue, or on which interest amount remained overdue;

iv. Bills, which have remained overdue;

v. Interest in respect of a debt or income on receivables under the head ‘other current assets,” being in the
nature of short term loans / advances, which have remained overdue; or

vi. any dues on account of the sale of assets or services rendered, or reimbursement of expenses incurred,
which have remained overdue.

Lease rental and hire purchase instalments shall be considered as NPAs if they remain overdue for three
months or more in Fiscal 2020. In addition, where any of the above are classified as NPAs in relation to
a borrower, the balance amount outstanding under other all credit facilities extended to them are also
classified as NPAs. In terms of the NBFC-SI Directions, any income, including interest, discount, hire
charges, lease rentals or other charges on an NPA shall be recognised as ‘income’ only when it is actually
realised.

Exposure Norms

In order to ensure better risk management and avoidance of concentration of credit risks, the RBI has, in
terms of the Master Direction, prescribed credit exposure limits for financial institutions in respect of their
lending to single/ group borrowers. Credit exposure to a single borrower shall not exceed 15 per cent of the
owned funds of the systemically important NBFC-ND/D, while the credit exposure to a single group of
borrowers shall not exceed 25 per cent of the owned funds of the systemically important NBFC-ND/D.
Further, the systemically important NBFC-ND/D may not invest in the shares of another company exceeding
15 per cent of its owned funds, and in the shares of a single group of companies exceeding 25 per cent of its
owned funds. However, this prescribed ceiling shall not be applicable on a NBFC-ND/D-SI for investments
in the equity capital of an insurance company to the extent specifically permitted by the RBI. Any NBFC-
ND/D-SI not accessing public funds, either directly or indirectly, may make an application to the RBI for
modifications in the prescribed ceilings. Any systemically important NBFC-ND/D classified as NBFC ICC
by RBI may, in exceptional circumstances, exceed the above ceilings by 5 per cent of its owned fund with
the approval of its Board of Directors.

The loans and investments of the systemically important NBFC-ND taken together may not exceed 25 per
cent of its owned funds to or in single party and 40 per cent of its owned funds to or in single group of parties.
A systemically important NBFC-ND may, make an application to the RBI for modification in the prescribed
ceilings. Further, NBFC-ND-SI may exceed the concentration of credit/investment norms, by 5 per cent for
any single party and by 10 per cent for a single group of parties, if the additional exposure is on account of
infrastructure loan and/or investment. All NBFCs are required to frame a policy for demand and call loan that
includes provisions on the cut-off date for recalling the loans, the rate of interest, periodicity of such interest
and periodical reviews of such performance. The prudential norms also specifically prohibit NBFCs from
lending against its own shares.

Net Owned Fund: Section 45-1A of the RBI Act provides that to carry on the business of a NBFC, an entity
would have to register as an NBFC with the RBI and would be required to have a minimum net owned fund
of T 200 lakh.

Asset Classification

The NBFC-SI Directions require that every NBFC shall, after taking into account the degree of well-defined
credit weaknesses and extent of dependence on collateral security for realisation, classify its lease/hire
purchase assets, loans and advances and any other forms of credit into the following classes:.

Standard assets, i.e. assets, in respect of which, no default in repayment of principal or interest is
perceived, which do not disclose any problems and do not carry more than a normal risk attached to
business;

Sub-standard assets, i.e. assets which have been classified as NPAs for a period not exceeding 12 months,
or where the terms regarding repayment of the payment or interest have been renegotiated, rescheduled
or restructured, until satisfactory performance of the revised terms for a year;

Doubtful assets, i.e. term loans, lease assets, hire-purchase assets or any other asset that has remained
substandard for a period exceeding 12 months; and

Loss assets, i.e. assets that have been identified as such by the NBFC, its internal or external auditors, or
the RBI during its inspection of the NBFC, to the extent that it has not been written off by the NBFC, or
assets adversely affected by the threat of non-recoverability due to the erosion in the value of the security,
non-availability of security or a fraudulent act or omission by the borrower.
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Further, such class of assets would not be entitled to be upgraded merely as a result of rescheduling, unless it
satisfies the conditions required for such upgradation.

Provisioning Requirements

An NBFC-SI, after taking into account the time lag between an account becoming an NPA, its recognition,
the realisation of the security and erosion over time in the value of the security charged, shall make provisions
against sub-standard assets, doubtful assets and loss assets in the manner provided for in the NBFC-SI
Directions as per details given below:

Loss Assets: The entire assets shall be written off, and if they are permitted to remain in the books of the
NBFC, 100% of the outstanding loss assets shall be provided for.

Doubtful Assets: NBFCs are required to make a 100% provision to the extent to which the advance is
not covered by the realisable value of the security to which the applicable NBFC has a valid recourse.
Additionally, a provision of 20% - 50% of the secured portion shall be made, in accordance with the
basis prescribed in the NBFC-SI Directions.

Sub-standard assets: A general provision of 10% of the total outstanding assets shall be made.

Lease Finance and Hire Purchase Assets: NBFCs are required to provide for the total dues, as reduced
by (a) the finance charges not credited to the statement of profit and loss and carried forward as
unmatured finance charges; and (b) the depreciated value of the underlying asset.

Standard Assets: NBFCs are required to make provisions of 0.40% from March 2018 onwards.

NBFCs who are required to follow IND-AS shall hold impairment allowances as required by Ind AS. In
parallel NBFCs shall also maintain the asset classification and compute provisions as per extant prudential
norms on Income Recognition, Asset Classification and Provisioning (IRACP) including
borrower/beneficiary wise classification, provisioning for standard as well as restructured assets, NPA ageing,
etc.

The NBFC-SI Directions clarify that income recognition on NPAs and provisioning against NPAs are
different aspects of the prudential norms specified therein. The provisioning requirements that such prudential
norms specify shall be made on total outstanding balances, without regard to the fact that income on an NPA
has not been recognized.

Liquidity Risk Management Framework

All non-deposit taking NBFCs with an asset size of 2100 crore and above, systemically important Core
Investment Companies and all deposit taking NBFCs irrespective of their asset size, shall adhere to Liquidity
Risk Management framework issued by RBI dated November 4, 2019. The Liquidity risk management shall
rests on the functioning of Board of Directors, Risk Management Committee, Asset Liability Management
("ALM") organization including an Asset Liability Committee (“ALCO”) and ALM support groups and the
ALM process including liquidity risk management, management of marketing risk, funding and capital
planning, profit planning and growth projection, and forecasting/ preparation of contingency plans. It has
been provided that the management committee of the board of directors or any other specific committee
constituted by the board of directors should oversee the implementation of the system and reviews functioning
periodically. The ALM Guidelines mainly address liquidity and interest rate risks. In case of structural
liquidity, the negative gap (i.e. where outflows exceed inflows) in the 1 to 30 / 31 days’ time-bucket should
not exceed the prudential limit of 15% of outflows of each time-bucket and the cumulative gap of up to one
year should not exceed 15% of the cumulative cash outflows of up to one year. In case these limits are
exceeded, the measures proposed for bringing the gaps within the limit should be shown by a footnote in the
relevant statement.

Guidelines on Maintenance of Liquidity Coverage Ratio ("LCR")

In addition, to the above guideline, guidelines the following categories of NBFCs shall adhere to the
guidelines on LCR including disclosure standards as provided in Annex III to these Directions:

All non-deposit taking NBFCs with an asset size of * 10,000 crore and above, and all deposit-taking NBFCs
irrespective of their asset size, shall maintain a liquidity buffer in terms of LCR which will promote resilience
of NBFCs to potential liquidity disruptions by ensuring that they have sufficient High Quality Liquid Asset
("HQLA") to survive any acute liquidity stress scenario lasting for 30 days. The stock of HQLA to be
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maintained by the NBFCs shall be minimum of 100% of total net cash outflows over the next 30 calendar
days.

The LCR requirement shall be binding on NBFCs from December 1, 2020 with the minimum HQLAs to be
held being 50% of the LCR, progressively reaching up to the required level of 100% by December 1, 2024,
as per the time-line given below:

Dec 1, 2020 Dec 1, 2021 Decl, 2022 Dec 1, 2023 Dec 1, 2024 onwards
50% 60% 70% 85% 100%

Disclosure Requirements

An NBFC-SI is required to separately disclose in its balance sheet the provisions made as per NBFC-SI
Directions without netting them from the income or against the value of the assets. These provisions shall be
distinctly indicated under separate heads of accounts for ‘provisions for bad and doubtful debts’ and
“‘provisions for depreciation in investments’, and shall not be appropriated from the general provisions and
loss reserves held, if any, by it. Such provisions for each year shall be debited to the statement of profit and
loss, and the excess, if any, held as general provisions and loss reserves shall be written back without making
adjustment against them.

Corporate governance norms

As per the NBFC-SI Directions, all NBFCs are required to adhere to certain corporate governance norms,
including constitution of an audit committee, a nomination committee, an asset liability management
committee and a risk management committee. The audit committee should consist of not less than three
members of its board of directors, and it must ensure that an information system audit of the internal systems
and processes is conducted at least once in two years to assess operational risks faced. Nomination Committee
is required to ensure ‘fit and proper’ status of proposed/ existing directors and in order to manage the
integrated risk, all NBFCs shall form a risk management committee, besides the asset liability management
committee. In addition to this, all NBFCs shall ensure that a policy is put in place with the approval of the
board of directors for ascertaining the fit and proper criteria of the directors at the time of appointment, and
on a continuing basis. All NBFCs are also required to put up to the board of directors, at regular intervals, as
may be prescribed the progress made in putting in place a progressive risk management system and risk
management policy and strategy followed by the NBFC, in conformity with corporate governance standards
viz., composition of various committees, their role and functions, periodicity of the meetings, compliance
with coverage and review functions, etc. The NBFCs will also have to adhere to certain other norms in
connection with disclosure, transparency and rotation of partners of the statutory audit firm. Our Company
has put in place a policy on Internal Guidelines on Corporate Governance.

Fair Practices Code (“FPC”)

As per the NBFC-SI Directions, NBFCs having customer interfaces should mandatorily adopt the guidelines
wherein all communications to the borrower shall be in the vernacular language or a language as understood
by the borrower. Loan application forms shall include necessary information which affects the interest of the
borrower, so that a meaningful comparison with the terms and conditions offered by other NBFCs can be
made and informed decision can be taken by the borrower. NBFCs should also give notice to the borrower in
the vernacular language or a language as understood by the borrower of any change in the terms and
conditions including disbursement schedule, interest rates, service charges, prepayment charges etc. NBFCs
shall ensure that changes in interest rates and charges are affected only prospectively. The board of directors
shall also lay down the appropriate grievance redressal mechanism within the organization. Such a
mechanism shall ensure that all disputes arising out of the decisions of lending institutions’ functionaries are
heard and disposed of at least at the next higher level. In case of receipt of request from the borrower for
transfer of borrowable account, the consent or otherwise i.e., objection of the NBFC, if any, shall be conveyed
within 21 days from the date of receipt of request. Such transfer shall be as per transparent contractual terms
in consonance with law and in the matter of recovery of loans, an NBFC shall not resort to undue harassment
methods which include persistently bothering the borrowers at odd hours, use muscle power for recovery of
loans etc. NBFC shall also ensure that the staffs are adequately trained to deal with the customers in an
appropriate manner.

Rating of Financial Product

Pursuant to the NBFC-SI Directions, all NBFCs with an asset size of 10,000 lakh and above shall furnish
information about downgrading / upgrading of the assigned rating of any financial product issued by them
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within 15 days of such a change in rating, to the regional office of the RBI under whose jurisdiction their
registered office is functioning.

Norms for Excessive Interest Rates

The NBFC-SI Directions directs the board of directors of NBFCs to adopt an interest rate model, taking into
account relevant factors such as cost of funds, margin and risk premium and determine the rate of interest to
be charged for loans and advances. The rate of interest and the approach for gradations of risk and rationale
for charging different rate of interest to different categories of borrowers shall be disclosed to the borrower
or customer in the application form and communicated explicitly in the sanction letter. The rates of interest
and the approach for gradation of risks shall also be made available on the web-site of the companies or
published in the relevant newspapers. The information published in the website or otherwise published shall
be updated whenever there is a change in the rates of interest. The rate of interest should be annualised so
that a borrower is aware of the exact rates that would be charged to the account.

Other RBI Directions

Reserve Bank of India Know Your Customer (“KYC”) Master Directions, dated February 25, 2016 (“KYC
Directions”)

The Department of Banking Regulation, RBI has issued the KYC Directions dated February 25, 2016, as
amended from time to time, which are applicable inter alia to all NBFCs for the formulation of a ‘Know Your
Customer’ (“KYC”) policy duly approved by the board of directors of the entity and ensure compliance with
the same. The KYC policy formulated is required to include four key elements, being customer acceptance
policy, risk management, customer identification procedures and monitoring of transactions. The regulated
entities are required to ensure compliance with the KYC policy of the entity through specifying who
constitutes ‘senior management’ for the purpose of KYC compliance, specifying allocation of responsibility
for effective implementation of policies and procedures, independent evaluation of the compliance functions
of the entity’s policies and procedures, including legal and regulatory requirements, implementing a
concurrent / internal audit system to verify the compliance with KYC/AML policies and procedures, and the
submission of quarterly audit notes and compliance to the audit committee.

Non-Banking Financial Company Returns (Reserve Bank) Directions, 2016 (“NBFC Returns Directions,
2016”)

The NBFC Returns Directions, 2016 mandate that all NBFCs shall put in place a reporting system for filing
of various returns with the RBI. In addition, they also provide for the forms to be filed under various RBI
Act, and the various directions thereunder. Further, they provide for details and the periodicity of form filings
across various categories of NBFCs.

Enhancement of NBFCs’ Capital Raising Option for Capital Adequacy Purposes October 2008
("Enhancement of Capital Raising Option”)

The RBI has issued a notification on the “Enhancement of Capital Raising Option” whereby NBFCs-SI have
been permitted to augment their capital funds by issuing perpetual debt instruments (“PDI*) in accordance
with the prescribed guidelines provided thereunder. Such PDI shall be eligible for inclusion as Tier I Capital
to the extent of 15% of total Tier I Capital as on March 31 of the previous accounting year. The amount of
PDI in excess of amount admissible as Tier I Capital shall qualify as Tier II Capital, within the eligible limits.

Non-Banking Financial Companies Auditor’s Report (Reserve Bank) Directions, 2016 (“Auditor Report
Directions”)

In addition to the Report made by the auditor under Section 143 of the Companies Act, 2013 on the accounts
of a non-banking financial company examined by him for every financial year ending on any day on or after
the commencement of these Directions, for any NBFC-D, the auditor shall also make a separate report to the
Board of Directors of the Company on compliances of quantum of acceptance of public deposits (compliance
with Deposit Directions), minimum investment grade credit rating, determination of capital adequacy ratio,
prudential norms, liquid assets requirement, submission of returns with RBI, any default in payment of the
interest and/or principal amount to Depositors.

Accounting Standards and Accounting policies

The Ministry of Corporate Affairs has amended the existing Indian Accounting Standards vide Companies
(Indian Accounting Standards) (Amendment) Rules, 2017 on March 17, 2017 and the same is applicable to
the Company from April 1, 2018. RBI has, vide notification number RBI/2019-20/170 DOR
(NBFC).CC.PD.N0.109/22.10.106/2019-20 dated March 13, ,framed regulatory guidance on Ind AS which
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f)

will be applicable on Ind AS implementing NBFCs and Asset Reconstruction Companies (ARCs) for
preparation of their financial statements from financial year 2019-20 onwards. These guidelines focus on the
need to ensure consistency in the application of the accounting standards in specific areas, including asset
classification and provisioning, and provide clarifications on regulatory capital in the light of Ind AS
implementation. The guidelines cover aspects on governance framework, prudential floor and computation
of regulatory capital and regulatory ratios.

Monitoring of Frauds in NBFCs (Reserve Bank) Directions, 2016 (“Fraud Directions, 2016”)

As per Fraud Directions, 2016, NBFCs are required to put in place a reporting system for recording frauds to
RBI and should fix staff accountability in respect of delays in reporting of fraud cases to the RBI. For this
purpose, an official of the rank of general manager or equivalent should be nominated who will be responsible
for submitting all the returns to the Bank and reporting referred to in these directions. If NBFCs do not adhere
to the applicable time-frame for reporting fraud, they shall become liable for penal action. The Fraud
Directions, 2016 classify frauds into the following categories:

L. Misappropriation and criminal breach of trust;
ii. Fraudulent encashment through forged instruments, manipulation of books of account or through

fictitious accounts and conversion of property;

iil. Unauthorised credit facilities extended for reward or for illegal gratification;
iv.  Negligence and cash shortages;

v. Cheating and forgery;

vi. Irregularities in foreign exchange transactions; and
vii. Any other type of fraud.

g)

Information Technology Framework for the NBFC Sector Directions, 2017 (the “IT Framework
Directions”)

The IT Framework Directions have been notified with the view of benchmarking the information technology
/ information security framework, business continuity planning, disaster recovery management, information
technology (“IT”) audit and other processes to best practices for the NBFC sector. NBFC-SIs are required to
comply with the IT Framework Directions by June 30, 2018. The IT Framework Directions provide for the
following:

i. IT governance: Under the IT Framework Directions, all NBFCs are required to form an IT Strategy
Committee, under the chairmanship of an independent director of the NBFC-SI with the chief
information officer and the chief technology officer as mandatory members. The IT strategy committee
is empowered to review and amend the IT strategies of the NBFC-SI in line with its corporate strategies,
board policy reviews, cyber security arrangements and any other matter related to IT governance and
place its deliberations before the board of directors of the NBFC-SI.

ii. IT policy: NBFCs are required to formulate a board-approved IT policy, in line with the objectives of
the organisation. Such a policy must mandatorily provide for an IT organisational structure and the
appointment of a chief information officer or an in-charge of IT operations. The policy so formed must
also ensure the technical competence of senior and middle level management and periodic assessment of
IT training requirements.

iii. Information and cyber security: In addition to the IT policy, NBFCs must further formulate a board
approved information security policy, which inter alia provides for the identification and classification
of information assets, segregation of functions, personnel and physical security and incident
management. NBFCs are additionally tasked with creating a framework for conducting periodic
information security audits. Further, the NBFC must formulate a board approved cyber-security policy,
which elucidates the strategy of the NBFC on countering cyber threats. Beyond these policies, the IT
Framework Directions mandates several additional processes to be put in place, such as a cyber-crisis
management plan, strategies for management and elimination of vulnerability and promoting cyber
security awareness amongst stakeholders and the board of directors.

iv. IT operations: The IT Framework Directions direct companies to create a steering committee to oversee

and monitor IT project, and create policies to manage transitions in their IT systems. In addition, it
requires NBFCs to put in place various management information systems for various types of data.
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h)

i)

k)

v. Business Continuity Planning: NBFCs are required to identify critical business verticals, locations and
shares resources, envisage the impact of unforeseen disasters on their business and are required to create
recovery strategies or contingency plans in the case of the failure of the same.

vi. IT services outsourcing: The IT Framework Directions provide for safeguards that an NBFC must adopt
in their arrangements with service providers to whom they have outsourced their IT requirements.

Reserve Bank Directions on Managing Risks and Code of Conduct in Outsourcing of Financial Services
by NBFCs, 2017 (“Outsourcing Directions”)

The Outsourcing Directions provide for regulating outsourcing activities pertaining to financial services viz.
application processing (loan origination, credit card), document processing, marketing and research,
supervision of loans, data processing and back office related activities, besides others. The object of the said
direction is to protect the interest of the customers of NBFCs and to ensure that the NBFC concerned and the
Reserve Bank of India have access to all relevant books, records and information available with service
provider. The direction, inter alia, provides risk management practices for outsourced financial services, role
of the board and Senior Management team, and basic framework for the outsourcing agreement,
responsibilities of Service Provider for monitoring and control of outsourced activities.

Reserve Bank Commercial Paper Directions, 2017 (“Commercial Paper Directions”)

The Commercial Paper Directions regulate the issue of commercial papers. Commercial papers may be issued
by companies including NBFCs, provided that any fund based facility they have availed from banks or
financial institutions are classified as standard assets by all banks and financial institutions at the time of their
issue. The Commercial Paper Directions determine the form, mode of issuance, rating and documentation
procedures for the issue of commercial papers. In terms of the Commercial Paper Directions, commercial
papers are issued as promissory notes, and are to be held in dematerialised form. They are issued at a discount
to face value, in a minimum denomination of %5 lacs or multiples thereof. Issuers, whose total commercial
paper issuance in a calendar year is 31,000 crore or more, must also obtain a credit rating for their commercial
papers from at least two credit rating agencies, and adopt the lower of these ratings. The minimum rating for
a commercial paper hall be ‘A3’. The directions further provide for secondary market trading in commercial
papers, buyback of commercial papers and the obligations of the issuer, the issuing and paying agent and
credit rating agencies in the issue of commercial papers.

Reserve Bank Ombudsman Scheme, 2018 (“Ombudsman Scheme”)

The RBI has, vide notification bearing reference Ref. CPED.PRS.N0.3590/13.01.004/2017-18 dated February
23, 2018, implemented the Ombudsman Scheme inter alia for NBFC-Ds. The stated objective of the Scheme
is to enable the resolution of complaints free of cost, relating to certain aspects of services rendered by the
NBFC-D to facilitate the satisfaction or settlement of such complaints, and matters connected therewith. The
Scheme provides appointment of one or more officers not below the rank of general manager as Ombudsman
for a period not exceeding 3 years at a time to carry out the functions of Ombudsman under the Scheme. The
Scheme will continue to be administered from the offices of the Ombudsman in four centres viz. Chennai,
Kolkata, Mumbai and New Delhi for handling complaints from the respective zones, so as to cover the entire
country.

Reserve Bank of India (Prudential Framework for Resolution of Stressed Assets) Directions 2019
Reserve Bank of India (Prudential Framework for Resolution of Stressed Assets) Directions 2019 sets out a
framework to ensure that there is an early recognition, reporting and time bound resolution of stressed assets.
The Stressed Assets Directions apply to (a) Scheduled Commercial Banks (excluding Regional Rural Banks);
(b) All India Term Financial Institutions (NABARD, NHB, EXIM Bank, and SIDBI); (c) Small Finance
Banks; and (d) Systemically Important Non-Deposit Taking Non-Banking Financial Companies (NBFC-ND-
SI) and NBFC-Ds. In the event of a default, the said lenders shall recognize the stress in the loan accounts
and classify these loan accounts into three categories namely: (i) SMA-0, where the principal and/or interest,
whether partly or wholly is overdue between 1-30 days; (ii)) SMA-1, where the principal and/or interest,
whether partly or wholly is overdue between 31-60 days; and (iii) SMA-2, where the principal and/or interest
whether partly or wholly is overdue between 61-90 days. The said lenders shall report credit information,
including classification of an account as SMA to Central Repository of Information on Large Credits
(“CRILC”), on all borrowers having aggregate exposure of T 500 lacs and above with them. Once a borrower
is reported to be in default by any of the lenders mentioned at (a), (b) and (c) hereinabove, the lenders shall
undertake a prima facie review of the borrower account within thirty days from such default (“Review
Period”) to inter alia decide on a resolution strategy, including nature of the Resolution Plan (“RP”).
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During the Review Period for the implementation of an RP, all lenders shall enter into an inter-creditor
agreement, which shall among other things provide that any decision agreed by lenders representing 75 per
cent by value of total outstanding credit facilities (fund based as well non-fund based) and 60 per cent of
lenders by number shall be binding upon all the lenders. In particular, the RPs shall provide for payment not
less than the liquidation value due to the dissenting lenders, being the estimated realisable value of the assets
of the relevant borrower, if such borrower were to be liquidated as on the date of commencement of the
Review Period.

Reserve Bank of India Circular dated February 03, 2021 on Risk Based Internal Audit for NBFC-D
As per circular bearing reference Ref. No. DoS. CO. PPG/ SEC.05/11.01.005/ 2020-21 dated February 03,
2021, RBI has mandated the Risk Based Internal Audit Framework (“RBIAF”) for all Deposit-taking NBFCs,
irrespective of the size, before March 31, 2022. Being a deposit-taking NBFC, our company has taken steps
to comply with the RBI circular within the time frame and Our Board of Directors have been apprised of the
RBI circular and proposal for putting in place the RBIAF, within the time lines indicated by RBI.

Regulatory measures on account of the COVID-19 pandemic

The RBI has issued circulars, the Statement of Developmental and Regulatory Policies dated May 22, 2020
and Monetary Policy Statement, 2020-2021 and Resolution of Monetary Policy Committee dated May 22,
2020 announcing, certain additional regulatory measures with an aim to revive growth and mitigate the impact
of COVID-19 on business and financial institutions in India, including:

(a) permitting banks to grant a moratorium of six months on all term loan instalments and working capital
facilities sanctioned in the form of cash credit/overdraft (“CC/OD”), falling due between March 1, 2020
and August 31, 2020, subject to the fulfilment of certain conditions;

(b) permitting the recalculation of ‘drawing power’ of working capital facilities sanctioned in the form of
cash/ credit overdraft facilities by reducing the margins till the extended period, being August 31, 2020,
and permitting lending institutions to restore the margins to the original levels by March 31, 2021;

(c) permitting the increase in the bank’s exposures to a group of connected counterparties from 25% to 30%
of the eligible capital base of the bank, up to June 30, 2021,

(d) deferring the recovery of the interest applied in respect of all working capital facilities sanctioned in the
form of cash/credit overdraft facilities during the period from March 1, 2020 to August 31, 2020;

(e) permitting lending institutions to convert the accumulated interest on working capital facilities up to the
deferment period (up to August 31, 2020) into a funded interest term loan which shall be repayable not
later than the end of the current financial year (being, March 31, 2021);

(f) permitting the lending institutions to exclude the moratorium period wherever granted in respect of term
loans as stated in (a) above, from the number of days past due for the purpose of asset classification under
the income recognition and asset classification norms, in respect of accounts classified as standard as on
February 29, 2020, even if overdue;

(g) permitting the lending institutions to exclude deferment period on recovery of the interest applied,
wherever granted as stated in (d) above, for the determination of out of order status, in respect of working
capital facilities sanctioned in the form of CC/OD where the account is classified as standard, including
special mention accounts, as on February 29, 2020 and

(h) requiring lending institutions to make general provisions of not less than 10% of the total outstanding of
accounts in default but standard as on February 29, 2020 and asset classification benefit is availed, to be
phased over two quarters as provided:(i) not less than 5% for the quarter ended March 31, 2020; and (ii)
not less than 5% for the quarter ended June 30, 2020, subject to certain adjustments.

Pursuant to the order dated September 10, 2020 passed in relation to Gajendra Sharma vs. Union of India &
Anr. (Civil Writ Petition No. 825/2020), the Supreme Court has extended its earlier interim order directing
that accounts which were not declared as NPAs till August 31, 2020, shall not be declared as NPAs. Further,
RBI has on August 6, 2020 notified the “Resolution framework for COVID-19-related stress (“Resolution
Framework”). Pursuant to the Resolution Framework, RBI has on September 7, 2020, which requires all
lending institutions to mandatorily consider certain specified key ratios while finalizing the resolution plans
in respect of eligible borrowers (in terms of the Resolution Framework). The Hon’ble Supreme Court vide its
judgement dated March 23, 2021 has ordered that the moratorium will not be extended beyond March 31,
2020 and has also ordered that the interest on interest levied shall be waived to all borrowers, irrespective of
size. RBI has directed the lending institutions to put in place a board approved scheme for the refund of the
interest on interest levied by them during the Covid 19 moratorium period.

Laws in relation to the recovery of debts
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(a)

Insolvency and Bankruptcy Code, 2016 (the “IB Code”)
The IB Code primarily enables time-bound reorganisation and insolvency resolution of debtors. The primary
objectives of the IB Code are:
. to consolidate and amend the laws relating to reorganisation and insolvency resolution of corporate
persons, partnership firms and individuals in a time-bound manner for maximisation of value of assets
of such persons;

il. to promote entrepreneurship, availability of credit and balance the interests of all the stakeholders,

including alteration in the order of priority of payment of Government dues; and

iil. to establish an Insolvency and Bankruptcy Board of India.

The IB Code specifies two different sets of adjudicating authorities to exercise judicial control over the
insolvency and liquidation processes:
i. In case of companies, limited liability partnerships and other limited liability entities, National Company
Law Tribunals (“NCLT”) shall act as the adjudicating authority; and appeals therefrom shall lie with the
National Company Law Appellate Tribunal (“NCLAT”).

il. In case of individuals and partnerships, Debt Recovery Tribunal (“DRT”) shall act as the adjudicating

(b)

authority and appeals therefrom shall lie with the Debt Recovery Appellate Tribunal (“DRAT”).
The Supreme Court of India shall have appellate jurisdiction over NCLAT and DRAT.

The IB Code governs two corporate insolvency processes, i.e. (i) insolvency resolution; and (ii) liquidation:

i. Insolvency resolution: Upon a default by a corporate debtor, a creditor or the debtor itself may initiate
insolvency resolution proceedings. The IB Code prescribes a timeline of 180 days for the insolvency
resolution process, subject to a single extension of 90 days, during which there shall be a moratorium on
the institution or continuation of suits against the debtor, or interference with its assets. During such
period, the creditors and the debtor will be expected to negotiate and finalise a resolution plan, with the
assistance of insolvency resolution professionals to be appointed by a committee of creditors formed for
this purpose. Upon approval of such a plan by the adjudicating authority, the same shall become binding
upon the creditors and the debtor.

ii. Liquidation: In the event that no insolvency resolution is successfully formulated, or if the adjudicating
authority so decides, a liquidation process may be initiated against the debtor. A liquidator is appointed,
who takes the assets and properties of the debtor in his custody and verifies claims of creditors, selling
such assets and properties and distributing the proceeds therefrom to creditors.

The bankruptcy of an individual can be initiated by the debtor, the creditors (either jointly or individually) or
by any partner of a partnership firm (where the debtor is a firm), only after the failure of the Insolvency
Resolution Process (“IRP”) or non-implementation of repayment plan. The bankruptcy trustee is responsible
for administration of the estate of the bankrupt and for distribution of the proceeds on basis of the priority set
out in the Code.

In addition, the IB Code establishes and provides for the functioning of the Insolvency and Bankruptcy Board
of India (“IBBI”) which functions as the regulator for matters pertaining to insolvency and bankruptcy. The
IBBI exercises a range of legislative, administrative and quasi-judicial functions, inter alia, in relation to the
registration, regulation and monitoring of insolvency professional agencies, insolvency professionals and
information utilities; publish information, data, research and studies as may be specified; constitute
committees as may be required; and make regulations and guidelines in relation to insolvency and bankruptcy.

With recent notifications, IB Code covers NBFCs as well under the Corporate Insolvency Resolution Process.
The creditors to NBFCs can approach the NCLT for insolvency resolution/ liquidation process against the
NBFCs.

Recovery of Debts due to Banks and Financial Institutions Act, 1993 (“Debts Recovery Act”)

The Debts Recovery Act provides for establishment of DRTs for expeditious adjudication and recovery of
debts due to a bank or financial institution, or a consortium of banks or financial institutions. The Debts
Recovery Act is only applicable to such debts as are for a sum that is greater than X 1 million, or in the case
of particular debts that the Central Government may specify, greater than X 0.1 million. A DRT established
under the Debts Recovery Act exercises jurisdiction over applications from banks and financial institutions
for the recovery of debts due to them, and no court or other authority can exercise jurisdiction in relation to
matters covered by the Debts Recovery Act, except the higher Courts in India in certain circumstances. The
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Debts Recovery Act also provides for the establishment of DRATS, and any appeal from any order of a DRT
lies with a DRAT. Further, the Debts Recovery Act provides for the procedure to be followed in proceedings
before a DRT or DRAT.

(c) Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002
(“Securitisation Act”)
The Securitisation Act grants certain special rights to banks and financial institutions to enforce their security
interests upon non-payment of a secured debt. The Securitisation Act provides that a secured creditor may,
in the case of a default in payment of a debt or an instalment thereof, classify the account of the borrower as
an NPA, and give notice in writing to the borrower requiring it to discharge its liabilities within 60 days,
failing which the following rights accrue to the secured creditor:

i. taking possession of the assets constituting the security for the loan, including the right to transfer the
assets by way of lease, assignment or sale of the asset;
il. taking over the management of the business of the borrower, including the right to sell or otherwise
dispose of the assets, in case a significant portion of the debtor’s business is held as security;
iii. appointment of a manager to manage the secured assets; and
iv. iv. requiring that any person who has acquired any of the secured assets from the borrower and from

whom any money is or may become due to the debtor, to pay the secured creditor instead.

Where a secured creditor seeks to take a secured asset into its possession or sell or transfer the same under
the provisions of the Securitisation Act, the secured creditor may make a written request to the Chief
Metropolitan Magistrate or the District Magistrate within whose jurisdiction the secured asset or relevant
documents may be situated or found. Upon such request, the Chief Metropolitan Magistrate or District
Magistrate may take possession of such assets and/or relevant documents and forward the same to the creditor,
using or directing the use of such force as may be necessary. In addition, the secured creditor may file an
application before a DRT or a competent court for recovery of balance amounts, if any, and may take any
other measures for the recovery of debts.

Further, the Securitisation Act provides for the creation of a central database by the Central Government for
recording rights over any property or creation, modification or satisfaction of any security interest thereon.
This registry is to be integrated with registration records under various central registrations, including the
Companies Act, 2013, the Registration Act, 1908 and the Motor Vehicles Act, 1988. Any registration of
transactions for creation, modification or satisfaction of security interest by a creditor or filing of attachment
orders shall be deemed to constitute a public notice. Where a security interest or attachment order upon
property in favour of a creditor is filed for registration, the claim of such creditor has priority over any
subsequent security interest, transfer or attachment order upon the property.

In addition, the Securitisation Act regulates ‘asset reconstruction companies’, which are companies intended
to carry on the business of securitisation or asset reconstruction. An asset reconstruction company, upon being
registered by the RBI, may acquire the financial assets of a bank or financial institution, whereupon it shall
be deemed to become the lender in place of the bank in relation to such financial assets, and all rights of the
bank or financial institution in relation to such financial assets shall vest in the asset reconstruction company.
For the purposes of asset reconstruction, an asset reconstruction company may inter alia provide for the
management of the business of a borrower (including a change in or takeover of its management), sale or
lease of the business of a borrower, rescheduling payment of debts, settlement of dues, enforcement or
possession of security interests, or conversion of debt of a borrower into shares.

Anti-Money Laundering laws

Prevention of Money Laundering Act, 2002 (“PMLA”)

The PMLA was enacted to prevent money laundering and to provide for confiscation of property derived
from or involved in, money laundering. The Government, under the PMLA, has issued the Prevention of
Money Laundering (Maintenance of Records of the Nature and Value of Transactions, the Procedure and
Manner of Maintaining and Time for Furnishing Information and Verification and Maintenance of Records
of the Identity of the Clients of the Banking Companies, Financial Institutions and Intermediaries) Rules,
2005 (“PML Rules*). The PMLA and PML Rules place various obligations upon banks, financial institutions
and other intermediaries in relation to the maintenance of records of all transactions, verification of clients
and identification of beneficial owners of clients.
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ii.

ii.

‘Know Your Customer’ (“KYC”) Guidelines — Anti Money Laundering Standards (“AML”)
‘Prevention of Money Laundering Act, 2002 - Obligations of NBFCs in terms of Rules notified
thereunder’ (“PMLA Master Circular”)

The RBI has issued the PMLA Master Circular dated July 1, 2015 to ensure that a proper policy framework
for the implementation of the PMLA and PML Rules is put into place. Pursuant to the provisions of PMLA,
PML Rules and the RBI guidelines, all NBFCs are advised to appoint a principal officer for internal reporting
of suspicious transactions and cash transactions and to maintain a system of internal reporting for: (i) all cash
transactions of value of more than 10 lakh; (ii) all series of cash transactions integrally connected to each
other which have been valued below %10 lakh where such series of transactions have taken place within one
month and the aggregate value of such transaction exceeds X1 million.

Under the PMLA Master Circular, all NBFCs are required to introduce a system of maintaining a proper
record of certain transactions, and for the proper maintenance and preservation of account information in a
manner that allows data to be retrieved easily and quickly whenever required or when requested by the
competent authorities. NBFCs are also required to maintain for at least ten years from the date of transaction
between the NBFCs and the client, all necessary records of transactions, both domestic or international, which
will permit reconstruction of individual transactions (including the amounts and types of currency involved
if any) so as to provide, if necessary, evidence for prosecution of persons involved in criminal activity.
Further, NBFCs shall exercise on-going due diligence with respect to the business relationship with every
client and closely examine the transactions in order to ensure that they are consistent with their knowledge of
the client, his business and risk profile and where necessary, the source of funds.

Laws in relation to foreign investment and external commercial borrowing

Foreign Exchange Management Act, 1999 (“FEMA”)

Foreign investment in Indian securities is regulated through the Consolidated Foreign Direct Investment (“FDI”)
Policy and Foreign Exchange Management Act, 1999 (“FEMA”). The government bodies responsible for granting
foreign investment approvals are the ministries / departments concerned of the Government of India and the RBI.
The Union Cabinet has approved phasing out the Foreign Investment Promotion Board, as provided in the press
release dated May 24, 2017. Accordingly, pursuant to the office memorandum dated June 5, 2017, issued by the
Department of Economic Affairs, Ministry of Finance, approval of foreign investment under the FDI policy has
been entrusted to ministries / departments concerned. Subsequently, the Department of Industrial Policy &
Promotion (“DIPP”) issued the Standard Operating Procedure for Processing FDI Proposals on June 29,2017 (the
“SOP”). The SOP provides a list of the competent authorities for granting approval for foreign investment for
sectors/activities requiring Government approval. For sectors or activities that are currently under automatic route
but which required Government approval earlier as per the extant policy during the relevant period, the
administrative ministry/department concerned shall act as the competent authority (the “Competent Authority”)
for the grant of post facto approval of foreign investment. In circumstances where there is a doubt as to which
department shall act as the Competent Authority, the DIPP shall identify the Competent Authority. The DIPP has
from time to time made policy pronouncements on FDI through press notes and press releases which are notified
by RBI as amendment to FEMA. In case of any conflict, FEMA prevails.

The Consolidated FDI Policy consolidates the policy framework in place as on October 15, 2020. Further, on
January 4, 2018 the RBI released the Master Direction on Foreign Investment in India (updated from time to
time). Under the approval route, prior approval from the FIPB or RBI is required. FDI for the items/activities that
cannot be brought in under the automatic route may be brought in through the approval route. Approvals are
accorded on the recommendation of the FIPB, which is chaired by the Secretary, DIPP, with the Union Finance
Secretary, Commerce Secretary and other key Secretaries of the Government of India as its members.

As per the sector specific guidelines of the Government of India, 100% FDI/ Non-Resident Indian (“NRI”)
investments are allowed under the automatic route in certain NBFC activities subject to compliance with
guidelines of the RBI in this regard.

External Commercial borrowing (“ECB”)
External Commercial Borrowings (“ECB”) are commercial loans raised by eligible resident entities from
recognised non-resident entities. ECB transactions are governed by clause (d) of sub-section 3 of section 6 of
FEMA, and by various regulations, notifications and RBI circulars, which have been consolidated in the RBI
Master Direction on External Commercial Borrowings, Trade Credit, Borrowing and Lending in Foreign Currency
by Authorised Dealers and Persons other than Authorised Dealers, dated March 26, 2019 (“ECB Master
Direction” / “New ECB framework™). Under the above Master Direction and New ECB framework, a permitted
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resident may borrow from a recognised non-resident entity through bank loans; floating / fixed rate notes / bonds
/ (other than fully and compulsorily convertible instruments; trade credit beyond 3 years; FCCBs: FCEBs and
financial Lease. Further plain Vanilla Rupee Denominated Bonds (RDBs) which can be placed privately or listed
on exchanges as per host country regulations (only for INR denominated ECBs).

Borrowings through ECB may be raised through one of two options:
(i) Foreign Currency denominated ECB
(i1) INR denominated ECBs

ECB may be raised by either automatic route or the approval route. Under the automatic route, ECB cases are
examined by the Authorised Dealer Category-I, to whom the RBI has delegated the function of monitoring and
approving ECB transactions. In borrowings through the approval route, the prospective borrowers are required to
forward requests to the RBI through an authorised dealer. The ECB Master Directions prescribe individual limits
of ECB that may be raised by an entity under the automatic route per Fiscal, beyond which, the ECB proposals of
such entities shall come under the approval route. Accordingly, an AFC is permitted to raise up to USD 750
million or equivalent through the automatic route.

Labour law regulations

We are required to comply with certain labour and industrial laws, which includes Employees’ Provident Funds
and Miscellaneous Provisions Act 1952, the Employees State Insurance Act, 1948, the Minimum Wages Act,
1948, the Maternity Benefit Act, 1961, the Payment of Bonus Act, 1965, the Payment of Gratuity Act, 1972, the
Payment of Wages Act, 1936, Industrial Disputes Act, 1947, Industrial Employment (Standing Orders) Act, 1946,
Equal Remuneration Act, 1976, Public Premises (Eviction of Unauthorized Occupants) Act, 1971, and the Sexual
Harassment of Women at Workplace (Prevention, Prohibition and Redressal) Act, 2013, amongst others.

Tax legislations

The tax related laws that are applicable to our Company include the Central Goods and Services Tax Act, 2017,
the Interstate Goods and Services Tax Act, 2017, various state goods and services tax legislations, the Income
Tax Act, the Income Tax Rules, local body taxes in respective states and various applicable GST notifications and
circulars.

Laws relating to intellectual property

Intellectual Property in India enjoys protection under both common law and statute. Under statute, India provides
for patent protection under the Patents Act, 1970, copyright protection under the Copyright Act, 1957 and
trademark protection under the Trade Marks Act, 1999. The above enactments provide for protection of
intellectual property by imposing civil and criminal liability for infringement.
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OUR MANAGEMENT
Board of Directors

The composition of the Board is in conformity with Section 149 of the Companies Act, 2013 and is governed by
the Articles of Association of our Company and the SEBI Listing Regulations. The Articles of Association of our
Company provide that the number of directors shall not be more than fifteen (15). At present, our Company has
12 Directors (excluding Alternate Director) on its Board, out of which seven are Independent Directors and four
are Non-Executive Directors and Mr. Shachindra Nath is Executive Chairman and Managing Director of our
Company.

The following table provides information about the Directors as of the date of this Draft Prospectus:

Name, designation and DIN Age (in Other Directorships
years)
Mr. Shachindra Nath 50 e Livfin India Private Limited
Executive Chairman & Managing Director e Orbis Financial Corporation Limited
DIN: 00510618 e Poshika Financial Ecosystem Private Limited
Term: June 22, 2018 to June 21, 2023 e Qwazent Health Search Private Limited
Address: GV-65, The Palm Springs, Sector -
54, Golf Course Road, Gurgaon - 122 001
Mr. Abhijit Sen 70 e Pramerica Life Insurance Limited
Independent Director e Asirvad Micro Finance Limited
DIN: 00002593 e Veritas Finance Private Limited
Term: July 05, 2018 to July 04, 2023 e Netafim Agricultural Financing Agency Private
Limited

Address: A 92, Grand Paradi, 572 Dadyseth e Booker Satnam Wholesale Limited
Hill, August Kranti Marg, Near Kemps e Booker India Limited
Corner, Mumbai - 400 036 e Cashpor Micro Credit

e Kalyani Forge Limited

e TATA Investment Corporation Limited

e Manappuram Finance Limited
Mr. Navin Kumar Maini 66 e Capital Small Finance Bank Limited
Independent Director e AYE Finance Private Limited
DIN: 00419921 e NSE Clearing Limited
Term: July 05, 2018 to July 04, 2023 e Ananya Finance for Inclusive Growth Private

Limited
Address: B - 74, st Floor, Defence Colony,
New Delhi - 110 024
Mr. Satyananda Mishra 71 e 63 Moons Technologies Limited
Independent Director o SME Mavens Private Limited
DIN: 01807198 e Invesco Trustee Private Limited
Term: July 05, 2018 to July 04, 2023 e Paradeep Phosphates Limited
Address: D-138, Second Floor, Defence
Colony, New Delhi - 110 024
Ms. Ranjana Agarwal 64 e KDDL Limited
Independent Director e Indo Rama Synthetics (India) Limited
DIN: 03340032 ¢ RBL Bank Limited
Term: July 05, 2018 to July 04, 2023 e ICRA Limited
. e Joyville Shapoorji Housing Private Limited

Address: C - 62, South Extension, Part II, e ICRA Analytics Limited

New Delhi - 110 049
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Name, designation and DIN Age (in Other Directorships
years)
Mr. Karuppasamy Singam 67 e Vivardhana Micro Finance Limited

Independent Director
DIN: 03632212
Term: July 05, 2018 to July 04, 2023

Address: A-1301, Monarch Ashar Residency,
Thane - 400 610

Mr. Rajeev Krishnamuralilal Agarwal 63
Independent Director

DIN: 07984221

Term: July 05, 2018 to July 04, 2023

Address: G-42, Hyderabad Estate, Nepeansea
Road, Malbar Hill, Mumbai-400006

Star Health and Allied Insurance Company
Limited
Trust Asset Management Private Limited

Mr. Navin Puri 63
Independent Director

DIN: 08493643

Term: August 07, 2019 to August 06, 2024

Address: 39th Floor, Omkar 1973, Tower T 11,
Pandurang Budhkar Marg, Near Shanti
Mandir, Worli, Mumbai - 400 018

Aditya Birla Sunlife AMC Limited
Equitas Small Finance Bank Limited

Mr. Manoj Kumar Sehrawat 48
Non-Executive Director

DIN: 02224299

Term: Appointed on July 05, 2018. Liable to

retire by rotation

Address: 76 Bayshore
Singapore - 469990

Road, #17-17,

Amber Enterprises India Limited

Micro Plastics Private Limited

Feedback Energy Distribution Company Limited
Encore Asset Reconstruction Company Private
Limited

Feedback Infra Private Limited

Mr. Amit Gupta 45
Non-Executive Director

DIN: 02282600

Term: Appointed on July 05, 2018. Liable to

retire by rotation

Address: 325, River Valley Road, #01-06
Yong An Park, Singapore- 238357

Halonix Technologies Private Limited
Brainbees Solutions Private Limited

Mr. Kanak Kamal Kapur 51
Non-Executive Director

DIN: 03299278

Term: August 07, 2019, Liable to retire by

rotation

Address: Flat A, 3/F, Block 2, Pacific View,
38 Tai Tam Road, Southern District,
Hong Kong

Asia Pragati Capfin Private Limited

Mr. Chetan Kulbhushan Gupta 41
Non-Executive Director

DIN: 07704601

Term: November 02, 2018, Liable to retire

by rotation

Address: Flat — Gt.3-2404, Emirates Hill, Po
Box 126229, Dubai

Imperativ Hospitality Private Limited
S C Fulfil Services India Private Limited
SC India Manager Private Limited
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Name, designation and DIN Age (in Other Directorships
years)

Mr. Nisheeth Saran 45 e Asia Pragati Capfin Private Limited
Alternate Director to Mr. Kanak Kamal Kapur
DIN: 03037307

Address: 1703, Aristo Tower, Supertech 34,
Pavillion Sector, Sector 4, Noida - 201 301

Relationship between Directors
None of the Directors of our Company are related to each other.

Brief profiles of our Directors

Mr. Shachindra Nath, aged 50 years, is the Executive Chairman & Managing Director of our Company. In his
career spanning three decades, Mr. Nath has been instrumental in building diversified financial services including
Insurance, Asset Management, Lending and Capital Market. Mr. Nath, a lawyer by education, is a university rank
holder from Banaras Hindu University. He began his career as a commercial trainee and spent many years working
in the carpet industry. Over the years, he travelled extensively across rural India. Thereafter, he made a transition
to the financial service industry.

Mr. Nath has diversified financial service experience wherein he has been part of multiple financial services’
startups and reached a leadership role. In his previous roles, he has been instrumental in setting up Insurance
Companies, Global Asset Management Businesses, Capital Market and Lending Institutions.

Mr. Nath intends to build an SME lending business that focuses building a sector focus lending business
combining the power of data analytics, technology, and sectoral knowledge. Currently, he is passionate about
solving India’s SME credit problem and he aspires to build an institution that will provide long-term value to
society.

Mr. Abhijit Sen, aged 70 years, is the Independent Director of our Company. He has spent 18 years at Citibank,
where he was previously Chief Financial Officer — Indian Subcontinent. He is currently an External Advisor for
the BFSI sector at E&Y. He also serves on several Boards including India’s First Life Insurance. He has a B. Tech
(Hons) degree from the Indian Institute of Technology, Kharagpur and a PGDM from the Indian Institute of
Management, Calcutta.

Mr. Navin Kumar Maini, aged 66 years, is the Independent Director of our Company. He has more than 38
years of work experience in commercial and development banking, which includes 6 years each with UCO bank
and IDBI Bank and more than 25 years with SIDBI, besides six years post retirement experience as
director/advisor with various organisations in the financial sector/developmental space. He has also been the
Chairman of subsidiaries and associate institutions of SIDBI like SIDBI Venture Capital Ltd, SIDBI Trustee Co.
Ltd, CGTMSE, Indian SME Reconstruction Co. Ltd and Indian SME Technology Services Ltd. He also held
charge of Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) as its CEO for one year
deputation. He has also been on the Board of Micro Units Development and Refinance Agency (MUDRA). He
has been associated with various government/RBI Committees. In the year 2015 he Retired as Deputy Managing
Director from Small Industries Development Bank of India (SIDBI). He is an alumnus of St. Stephens College,
Delhi and holds a Degree in Law from Delhi University. He is also a Postgraduate in Management from MDI and
IIFT, besides being a Certified Associate of Indian Institute of Banking & Finance.

Mr. Satyananda Mishra, aged 71 years, is the Independent Director of our Company. He is the former Chief
Information Commissioner of India and has a diverse and exemplary career of more than 40 Years in the Indian
Administrative Services. He was the Managing Director of MP Small Industries Corporation and the Development
Commissioner of Small Industries in the Government of India. He held the post of Principal Secretary of both
Public Health Engineering and Public Works Department of Madhya Pradesh. His last posting in the Central
Government was in the department of Personnel Training, first as Establishment Officer and Secretary to the
Appointments Committee of the Cabinet (ACC) and later as the Secretary to the Government in the same
department. He served as the Director of Small Industries Development Bank of India until 2018.

Ms. Ranjana Agarwal, aged 64 years, is the Independent Director of our Company. She has over 30 years of
experience in audit, tax and related services. She was associated with Vaish & Associates, CC Choksi & Company
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and Deloitte Haskins & Sells LLP as Partner. She is serving as an Independent Director at RBL Bank and KDDL
Limited and continues to be an Independent Director of ICRA Limited. Ranjana is a Fellow Member of the
Institute of Chartered Accountants of India and holds a Bachelor of Economics (Hons.) degree.

Mr. Karuppasamy Singam, aged 67 years, is the Independent Director of our Company. He has served as the
Executive Director of Reserve Bank of India and as the RBI Nominee Director at Indian Bank. He is a graduate
in Economics, a Certified Associate of Indian Institute of Bankers, with a Post Graduate Diploma in Bank
Management (NIBM).

Mr. Rajeev Krishnamuralilal Agarwa, aged 63 years, is the Independent Director of our Company. He has
nearly three decades of experience in the Indian financial services sector and has worked with some highly reputed
organizations such as the Securities and Exchange Board of India, Forward Markets Commission, and Indian
Revenue Service. As SEBI Board Member he has handled the policy of important departments dealing with
markets in Equity, Bonds, Currency and Commodities, Mutual Funds, Foreign Investors including Pension Funds,
International Affairs, Capital Raising, Surveillance & Enforcement. He has wide experience in dealing with global
peer regulators and global organization like International Organization of Securities Commission, Financial
Stability Board and Pacific Pension Investment Institute, San Francisco and global stock exchanges etc. He has
served on the Board of Governor of National Institute of Securities market (NISM) for more than 4 years. Presently
he is running an Advisory — advising Indian Corporates / FII and start ups on regulatory issues, corporate
governance. He is an alumnus of The Indian Revenue Service (Batch of 1983) and the Indian Institute of
Technology, Roorkee with a Bachelors in Technology.

Mr. Navin Puri, aged 63 years, is the Independent Director of our Company. He brings with him over three
decades of expertise in the Banking and Financial services spanning HDFC Bank and ANZ Grindlays Bank,
culminating in a role as HDFC Bank’s Country Head of Branch Banking. He has a Master of Business
Administrations (TCU), Chartered Accountant (ICAI), Bachelor of Commerce, (St. Xavier’s College, Calcutta)
and ISC from Mayo College Ajmer.

Mr. Manoj Kumar Sehrawat, aged 48 years, is the Non-Executive Director of our Company. He has 25 years
of experience in financial services sector across private equity investments, structured finance, distress debt
acquisition & resolution, corporate and financial restructurings in India. He was Vice President with JP Morgan’s
Global Special Opportunities Group and had also worked at Asset Reconstruction Company (India) Limited,
where he was responsible for acquisition of Non Performing Loans from Banks & Financial Institutions and
evaluation & implementation of recovery strategies for Non Performing Loans acquired. He currently serves as a
Partner at ADV Partners. Manoj is a Chartered Accountant from Institute of Chartered Accountants of India and
has a Bachelor's Degree in Commerce from Delhi University.

Mr. Amit Gupta, aged 45 years, is the Non-Executive Director of our Company. He is the founding Partner of
NewQuest Capital Partners and oversees the firm’s India and Southeast Asia business as well as investments in
the financial services and power sectors across the region. He has more than 17 years of Industry Experience. He
was a Director at Bank of America Merrill Lynch’s (BAML) Asia Private Equity Group where he led the India
business and oversaw the investments in the energy and financial services sector across the Asia Pacific. He has
an PGDM from the Indian Institute of Management (IIM), Bengaluru, and an undergraduate degree in electrical
engineering from REC Kurukshetra.

Mr. Kanak Kamal Kapur, aged 51 years, is the Non-Executive Director of our Company. He is a Partner,
Managing Director and Portfolio Manager and Portfolio Manager at PAG in the Absolute Returns Group. He
started his career in finance at JP Morgan Chase in New York after completing his MBA from NYU Stern School
of Business.

Mr. Chetan Kulbhushan Gupta, aged 41 years, is the Non-Executive Director of our Company. He is the
Managing Director at Samena Capital Investments Limited in Dubai, focusing on investments within the Special
Situations Funds. He holds a Chartered Financial Analyst (AIMR), Chartered Alternative Investment Analyst and
Masters in Management (Masters) from University of Mumbai.

Mr. Nisheeth Saran, aged 45 years, is the Alternate Director to Mr. Kanak Kamal Kapur, of our Company. He
has over 19 years of experience in investment banking and distressed investments across Asia. He is currently
working as an, Investment Manager with Asia Pragati Strategic Investment Fund. Prior to joining Asia Pragati,
he worked with Deutsche Bank’s Strategic Investment Group, managing their India NPL portfolio. He has also

101



worked as an advisor with International Asset Reconstruction Company (IARC). He completed his MBA from
International Management Institute.

Confirmations

No Director in our Company is a director, or is otherwise associated in any manner, with any company that appears
in the list of the vanishing companies as maintained by the Ministry of Corporate Affairs, wilful defaulter list
maintained by the RBI or Export Credit Guarantee Corporation of India Limited or any other regulatory or
governmental authority.

None of our Directors have committed any violation of securities laws in the past and no proceedings in such
regard by SEBI, RBI or NHB are pending against any of our Directors.

None of our Director is restrained or prohibited or debarred by the Board from accessing the securities market or
dealing in securities in any other manner.

None of our Director is in default of payment of interest or repayment of principal amount, in respect of debt
securities issued to the public, for a period of more than six months.

The permanent account number of the Directors have been submitted to the Stock Exchanges at the time of filing
of this Draft Prospectus.

Except for Mr. Shachindra Nath, who is the Ultimate Beneficial Owner of our Promoter, no other Director has
any interest in the promotion of our Company. For details of the Promoter of the Company, please refer to “Our
Promoter” on page 109.

Terms of appointment and remuneration of our Executive Chairman and Managing Directors
The details of remuneration and terms of appointment of Mr. Shachindra Nath, with modified by the Company in
its Annual General Meeting held on September 18, 2019, details of which are as under:

Annual compensation package / remuneration of ¥ 3,15,00,000/- (Rupees Three Crores Fifteen Lakhs only)
effective from 1st April, 2019 subject to the provisions of the Act which will include basic salary, taxable and
non-taxable allowances and benefits, and other payments he may be entitled to receive from the Company as per
the applicable compensation structure in terms of Company’s policy.

In addition to the above annual compensation package / remuneration Mr. Nath would be further be entitled to
performance bonus / variable pay as per policy approved by the Board of Directors and the Nomination and
Remuneration Committee of the Company annually subject to the provisions of the Act.

In the event of loss and/or inadequacy of profits in any financial year during his tenure, the remuneration,
perquisites and performance bonus as stated hereinabove shall be paid as Minimum Remuneration.

Compensation of Directors

Non-Executive Directors
The Non-Executive Directors, other than Independent Directors, are not entitled to receive sitting fees.

The Independent Directors are paid remuneration in the form of sitting fees within the limits prescribed under the
Act and decided by the Board of Directors. In view of COVID-19 pandemic, the Independent Directors offered
to reduce sitting fees by 12.5% for the financial year 2020-21. The same was approved by the Board of Directors.
The details of the sitting fees to the Independent Directors are as follows:

(R in Lakh)
Sr. Name of the Independent = Three Months Year ended Year ended Year ended
No. Director Period ended March 31, March 31, March 31,
June 30, 2021 2021 2020 2019
1. Mr. Abhijeet Sen 10.00 21.88 24.00 14.00
2. Mr. Karuppasamy Singam 07.00 19.25 23.00 14.00
3. Mr. Navin Kumar Maini 06.00 19.25 22.00 15.00
4. Mr. Rajeev Krishnamuralilal 07.00 21.88 25.00 16.00
Agarwal
5. Ms. Ranjana Agarwal 06.00 19.25 23.00 15.00
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Sr. Name of the Independent = Three Months Year ended Year ended Year ended
No. Director Period ended March 31, March 31, March 31,
June 30, 2021 2021 2020 2019
6. Mr. Satyananda Mishra 07.00 16.63 20.00 13.00
7. Mr. Navin Puri 03.00 5.25 04.00 0.00

Interest of our Directors

All of our Independent Directors may be deemed to be interested to the extent of sitting fees payable to them for
attending meetings of the Board and Committees thereof. Our Executive Director may be deemed to be interested
to the extent of remuneration payable to him. All of our Directors are interested to the extent of reimbursement of
expenses payable to them by our Company.

None of the other Directors have any interest in immovable property acquired or proposed to be acquired by the
Company in the preceding two years as of the date of this Draft Prospectus.

As on date of this Draft Prospectus, none of the Directors are interested in any contracts, agreements/ arrangements
entered into or to be entered into by our Company with any company in which they hold directorships or any
partnership firm in which they are partners as declared in their respective declarations.

None of the relatives of our Directors have been appointed to an office or to a place of profit in our Company.

None of our Directors are interested in their capacity as a member of any firm or company and no sums have been
paid or are proposed to be paid to any Director or to such firm of company in which he is interested, by any person,
in cash or shares or otherwise, either to induce them or to help them qualify as a director or for services rendered
by him or by such firm or company, in connection with the promotion or formation of our Company.

Our Directors or their relatives have not purchased or sold any Equity Shares of our Company in the six month
preceding the date of this Draft Prospectus.

Borrowing Powers of the Board

Pursuant to resolution passed by the Shareholders of our Company at the AGM held on September 01, 2021 and
in accordance with provisions of Section 180(1)(c) and other applicable provisions, if any, of the Companies Act
2013 and the provisions of the Memorandum of Association and Articles of Association of our Company,
Circulars/ Notifications/Directions issued by Reserve Bank of India from time to time, the Board has been
authorised to borrow sums of money as they may deem necessary for the purpose of the business of our Company,
which together with the monies already borrowed by our Company (apart from temporary loans obtained from
our Company’s bankers in the ordinary course of business), may exceed at any time, the aggregate of the paid-up
capital of our Company and its free reserves (that is to say, reserves, not set apart for any specific purpose) by a
sum not exceeding 34,50,000 lakhs.

Holding of Debentures by the Directors of our Company
As on the date of this Draft Prospectus, none of the Directors hold any debentures in our Company.

Shareholding of Directors including details of qualification shares held by Directors as on the date of this
Draft Prospectus
As on the date of this Draft Prospectus, none of the Directors hold any equity shares in our Company.

Changes in the Directors of our Company during the last three years

The changes in the Board of Directors of our Company in the three years preceding the date of this Draft
Prospectus are as follows:

Name of the Director, Designation Date of Date of Date of Remarks
and DIN Appointment Cessation, if Resignation, if
applicable applicable
Mr. Ramakant Chokhani 10/02/1993 05/07/2018 03/07/2018 Change in management

Non-Executive Promoter
DIN: 00613176

and control
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Name of the Director, Designation Date of Date of Date of Remarks
and DIN Appointment  Cessation, if Resignation, if
applicable applicable
Mr. Rajesh Chokhani 13/05/2005 05/07/2018 03/07/2018 Change in management
Non-Executive Promoter and control
DIN: 00238789
Ms. Jyoti Jain 02/02/2015 05/07/2018 03/07/2018 Change in management
Non-Executive Promoter and control
DIN: 00613331
Mr. Pravin Gupta 06/01/2012 05/07/2018 03/07/2018 Change in management
Independent Director and control
DIN: 00191085
Mr. Shachindra Nath 22/06/2018 - - Change in management
Executive Chairman & Managing and control
Director
DIN: 00510618
Mr. Abhijit Ghosh 05/07/2018 30/04/2021 30/04/2021 To broad base the Board
Whole Time Director & Chief & later resigned
Executive Officer
DIN: 07935397
Mr. Abhijit Sen 05/07/2018 - - To broad base the Board
Independent Director
DIN: 00002593
Mr. Amit Gupta 05/07/2018 - - Appointed as Nominee
Non-Executive Director Director of the equity
DIN: 02282600 investor
Mr. Chetan Kulbhushan Gupta 02/11/2018 - - Appointed as Nominee
Non-Executive Director Director of the equity
DIN: 07704601 investor
Mr. Karuppasamy Singam 05/07/2018 - - To broad base the Board
Independent Director
DIN: 03632212
Mr. Manoj Kumar Sehrawat 05/07/2018 - - Appointed as Nominee
Non-Executive Director Director of the equity
DIN: 02224299 investor
Mr. Navin Kumar Maini 05/07/2018 - - To broad base the Board
Independent Director
DIN: 00419921
Mr. Rajeev Krishnamuralilal Agarwal 05/07/2018 - - To broad base the Board
Independent Director
DIN: 07984221
Ms. Ranjana Agarwal 05/07/2018 - - To broad base the Board
Independent Director
DIN 03340032
Mr. Satyananda Mishra 05/07/2018 - - To broad base the Board
Independent Director
DIN: 01807198
Mr. Navin Puri 07/08/2019 - - To broad base the Board
Independent Director
DIN: 08493643
Mr. Kanak Kamal Kapur 07/08/2019 - - Appointed as Nominee
Non Executive Director Director of the Equity
DIN: 03299278 Investor
Mr. Nisheeth Saran 20/05/2020 - - Appointed as Alternate

Alternate Director to Mr. Kanak
Kamal Kapur
DIN: 03037307

Director

Note: This does not include changes such as regularisations or change in designations
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Key Managerial Personnel and Senior Management Team

In addition to Mr. Shachindra Nath, Chairman & Managing Director, our Company’s Key Management Personnel
and senior management team are as follows:

1.

Mr. Amit Gupta, is the Chief Treasury Officer of our Company. He is a Finance professional and brings
with him over 18 years of experience across financial services firms such as Shapoorji Pallonji Investments,
Axis Bank, BNP Paribas, SCB, HSBC and JLL India. At U GRO Capital, he will help build long term
partnerships with Public and Private Sector Banks for co-lending, Capital Market linked borrowings and
partnerships with Development Financial Institutions. He holds a B TECH in Computer Science from HBTI,
Kanpur and PGDM from IIM Lucknow.

Mr. Anuj Pandey, is the Chief Risk Officer of our Company. He is a founding team member who leads the
Risk, Product & Analytics functions at U GRO. Anuj brings 22 years of experience across firms such as
Barclays Bank, ABN AMRO Bank, GSK Consumer & Religare Finvest. Anuj holds a Bachelor’s degree in
Engineering (Mechanical) from Thapar University & PGDM from IIM Lucknow.

Mr. J. Sathiayan, is the Chief Business Officer of our Company. He is a finance and banking professional
who brings over two decades of experience in the domains of SME and Business Finance, Retail Liabilities
and Assets, Third Party Products Distribution and other financial services at Religare Finvest and ABN Amro.

Mr. Nirav B. Shah, is the Chief Strategy Officer & Head of Investor Relations of our Company. He leads
the Strategy and Investor Relations department of U GRO Capital. He looks after our DFI and Capital Market
Coverage. He also helps us build relationships with multiple FI segments for Co-lending, FinTech and Market
Place partnerships. Nirav has 15+ years of Investment Banking experience across firms like Equirus Capital,
Centrum, Karvy & HDFC Bank in the past. He is a commerce graduate, has done his Masters in Finance &
CFA from ICFAL

Ms. Pia Shome, is the Chief People Officer of our Company. She is the primary interface between our
prospective employees and UGROites. She brings in 17 years of broad exposure in Human Resources,
Change Management, Organization Transformation and Culture Building. Notably, she worked as the HR
Head at SMEcorner and has previously held leadership positions at IDFC First Bank, RBL, DBS Bank,
Barclays and TCS eServe International. She is an HRM MBA graduate from XISS, Ranchi and is an alumnus
of INSEAD, Singapore.

Mr. Sandeepkumar Zanvar, is the Chief Financial and Operations Officer of our Company. He has a
profound understanding of all spheres of financial services as he has worked in close partnership with
businesses to drive P&L performance and a robust control framework. Before joining U GRO Capital,
Sandeep worked with ASK Investment Managers Pvt. Ltd. as their SVP & Group Financial Controller. His
previous stints have been in dynamic firms such as Bank of America - Merrill Lynch, NCDEX, and ICICI
Bank. Sandeep is a Chartered Accountant and CFA (USA) by qualification.

Mr. Sunil Lotke, is the Chief Legal and Compliance Officer of our Company. He holds 18 years of
experience in Legal, Compliance and Corporate Secretarial affairs with specializations in Financial Services
Legislations, Capital Market transactions, Corporate Restructuring, and Securities Regulations. Prior to U
GRO Capital, Sunil had held positions in InCred Financial Services, IIFL Group and StarAgri Finance, among
others. Sunil is a member of the Institute of Company Secretaries of India, and a law graduate from Mumbai
University.

Mr. Amit Mande, is the Chief Revenue Officer of our Company. He has a varied experience of over 22 years
in the financial services sector having worked with organizations like Standard Chartered Bank, ABN Amro
Bank, Barclays Bank, Capital First, Rattan India Finance, Mswipe Technologies. His last assignment, prior
to joining was with Ditya Finance Pvt Ltd as their CEO. Amit is an alumnus of Jamnalal Bajaj Institute of
Management Studies and is also a Mechanical engineer from V.J.T.I., Mumbai.

Mr. Aniket Karandikar, is the Company Secretary of our Company. He has more than 17 years of
experience in handling Secretarial function and compliances. Prior to joining U Gro, he had worked with SBI
Life Insurance and HDFC Bank. Aniket is a member of the Institute of Company Secretaries of India, and a
law graduate from Mumbai University.
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All our Key Managerial Personnel and senior management team members are permanent employees of our
Company.

Shareholding of Key Managerial Personnel

Certain of our Key Managerial Personnel may also be regarded as interested in our Company to the extent of the
Shares, Stock Options and/or Share Appreciation Rights, if any, held by them and also to the extent of any
dividend payable to them and other distributions in respect of such Shares held by them.

Other than as stated below, none of our Key Managerial Personnel hold any Equity Shares as on the date of this

Draft Prospectus:
Name Number of Shares
Mr. Anuj Pandey 1,186
Mr. Sunil Lotke 5

Other confirmations
None of the Directors, Promoter or Key Managerial Personnel of our Company has any financial or other material
interest in the Issue.

Our Company does not have any bonus or profit-sharing plan with its Directors or Key Managerial Personnel.

Neither our Company, nor our Promoter or the companies with which our Promoter is or has been associated with
a promoter or a person in control have been debarred from accessing capital markets under any order or direction
passed by SEBI or any other governmental or regulatory or judicial authority.

Neither our Company nor Promoter have been declared as a Willful Defaulter in the last ten years.
None of our Directors or Promoter have been declared as a Fugitive Economic Offender.

Related Party Transaction

For details of the related party transactions for the Financial Years ending 2021, 2020 and 2019 in accordance
with the requirements under Ind AS 24 “Related Party Disclosures” notified under Section 133 of the Companies
Act read with the Companies (Indian Accounting Standards) Rules 2015, as amended from time to time, see
“Related Party Transactions” under “Financial Statements” on page 112.

Committees of the Board
Our Company has constituted the following committees of the Board, which have been constituted in accordance
with the applicable law, including the Companies Act, 2013.

1. Audit Committee
The Audit Committee of our Company was re-constituted vide a Board resolution dated August 13, 2018. The
members of the Audit Committee as on date of this Draft Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Abhijit Sen Independent Director Chairman
Mr. Satyananda Mishra Independent Director Member
Mr. Rajeev Krishnamuralilal Agarwal Independent Director Member
Ms. Ranjana Agarwal Independent Director Member
Mr. Navin Kumar Maini Independent Director Member
Mr. Karuppasamy Singam Independent Director Member
Mr. Amit Gupta Non-Executive Director Member
Mr. Shachindra Nath Executive Chairman & Managing Director Member

. Nomination and Remuneration Committee

The Nomination and Remuneration Committee of our Company was re-constituted vide a Board resolution dated
June 29, 2021. The members of the Nomination and Remuneration Committee as on date of this Draft Prospectus
are:
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Name of the Director Designation Designation in

Committee
Ms. Ranjana Agarwal Independent Director Chairperson
Mr. Abhijit Sen Independent Director Member
Mr. Navin Kumar Maini Independent Director Member
Mr. Navin Puri Independent Director Member
Mr. Amit Gupta Non-Executive Director Member
Mr. Manoj Kumar Sehrawat Non-Executive Director Member
Mr. Chetan Kulbhushan Gupta Non-Executive Director Member
Mr. Shachindra Nath Executive Chairman & Managing Director Member

3. Stakeholders Relationship Committee
The Stakeholders Relationship Committee of our Company was re-constituted vide a Board resolution dated June
18, 2021. The members of the Stakeholders Relationship Committee as on date of this Draft Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Rajeev Krishnamuralilal Agarwal Independent Director Chairman
Mr. Karuppasamy Singam Independent Director Member
Mr. Satyananda Mishra Independent Director Member

4. Corporate Social Responsibility Committee (“CSR Committee”)
The CSR Committee has been re-constituted vide a Board resolution dated August 13, 2018. The members of the
CSR Committee as on date of this Draft Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Satyananda Mishra Independent Director Chairman
Ms. Ranjana Agarwal Independent Director Member
Mr. Navin Kumar Maini Independent Director Member
Mr. Shachindra Nath Executive Chairman & Managing Director Member

5. Risk Management Committee
The Risk Management Committee of our Company was re-constituted vide a Board resolution dated June 29,
2021. The members of the Risk Management Committee as on date of this Draft Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Navin Kumar Maini Independent Director Chairman
Mr. Satyananda Mishra Independent Director Member
Mr. Abhijit Sen Independent Director Member
Ms. Ranjana Agarwal Independent Director Member
Mr. Navin Puri Independent Director Member
Mr. Karuppasamy Singam Independent Director Member
Mr. Shachindra Nath Executive Chairman & Managing Director Member
Mr. Manoj Kumar Sehrawat Non-Executive Director Member
Mr. Amit Gupta Non-Executive Director Member
Mr. Chetan Kulbhushan Gupta Non-Executive Director Member

6. Asset Liability Committee
The Asset Liability Committee of our Company was re-constituted vide a Board resolution dated June 29, 2021.
The members of the Asset Liability Committee as on date of this Draft Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Shachindra Nath Executive Chairman & Managing Director Chairman
Mr. Navin Kumar Maini Independent Director Member
Mr. Satyananda Mishra Independent Director Member
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Name of the Director Designation Designation in

Committee
Mr. Abhijit Sen Independent Director Member
Ms. Ranjana Agarwal Independent Director Member
Mr. Navin Puri Independent Director Member
Mr. Manoj Kumar Sehrawat Non-Executive Director Member
Mr. Amit Gupta Non-Executive Director Member
Mr. Chetan Kulbhushan Gupta Non-Executive Director Member

7. Compliance Committee
The Compliance Committee of our Company was re-constituted vide a Board resolution dated June 29, 2021. The
members of the Compliance Committee as on date of this Draft Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Karuppasamy Singam Independent Director Chairman
Mr. Satyananda Mishra Independent Director Member
Mr. Rajeev Krishnamuralilal Agarwal Independent Director Member

8. Investment and Borrowing Committee
The Investment and Borrowing Committee of our Company was re-constituted vide a Board resolution dated June
29, 2021. The members of the Investment and Borrowing Committee as on date of this Draft Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Abhijit Sen Independent Director Chairman
Mr. Navin Puri Independent Director Member
Mr. Shachindra Nath Executive Chairman & Managing Director Member

9. IT Strategy Committee
The IT Strategy Committee of our Company was re-constituted vide a Board resolution dated June 29, 2021. The
members of the IT Strategy Committee as on date of this Draft Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Navin Puri Independent Director Chairman
Mr. Abhijit Sen Independent Director Member
Mr. Shachindra Nath Executive Chairman & Managing Director Member
Mr. Rishabh Garg Chief Technology Officer Member

10. Securities Allotment and Transfer Committee
The Securities Allotment and Transfer Committee of our Company was re-constituted vide a Board resolution
dated August 13, 2018.The members of the Securities Allotment and Transfer Committee as on date of this Draft
Prospectus are:

Name of the Director Designation Designation in
Committee
Mr. Rajeev Krishnamuralilal Agarwal Independent Director Chairman
Mr. Shachindra Nath Executive Chairman & Managing Director Member

Employee Stock Option Schemes

The Company has one stock option scheme ‘CSL Employee Stock Option Scheme 2017’. The said scheme was
approved by board of directors on December 31, 2017 and by the shareholders May 07, 2018 (Results of which
were declared on May 09, 2018) and ratified by the shareholders in Extra-ordinary General Meeting held on
September 18, 2018.
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OUR PROMOTER
Poshika Advisory Services LLP is the Promoter of our Company. The details of our Promoter is provided below:

Poshika Advisory Services LLP

Our Promoter is Poshika Advisory Services LLP. Our Promoter was incorporated on November 02, 2017 as a
Limited Liability Partnership under Limited Liability Partnership Act, 2008 with Limited Liability Partnership
Identification Number (“LLPIN”) - AAL-0334. The Registered Office of our Promoter is situated at 301- A, 3rd
Floor, Banni Address One Golf Course Road, Sector-56 Gurgaon, Haryana - 122 011. Permanent Account
Number (PAN) of our Promoter is AAVFP0398R.

Our Company confirms that the Permanent Account Number and Bank Account Number of the Promoter have
been submitted to the Stock Exchanges at the time of filing this Draft Prospectus.

Objects of Poshika Advisory Services LLP

The LLP is carrying on the business of:

(i) to act as financial management consultants, advisor, investor;

(i) provide advice, services, consultancy in various fields;

(iil) provide general administrative services in relation to promotion, formation, management and sponsorships of
various entities;

(iv) to carry on the business and activities of assistance, collection, preparation, advice and/or maintenance of
records, data and other information of the various entities in India or elsewhere, and to support the business
in the way deemed fit; and

(v) tobuy, invest in, acquire, old, trade or dispose of any right, stake or controlling interest in the shares, stocks,
debentures, debenture stock, bonds, obligation or securities of companies or partnership firms or body
corporates or any other entities whether in India or elsewhere either singly or jointly with any other person(s),
body corporate or partnership firm or any other entity, either by way of by original subscription, exchange or
otherwise and to subscribe for same either conditionally or otherwise, to guarantee the subscription thereof
issued or guaranteed by any government, state, public body, or authority, firm, body corporate or any other
entity of persons in India or elsewhere.

List of Designated Partners/Partners of Poshika Advisory Services LLP:

Sr. Name of Designated DPIN Designation Amount of % of
No. Partners/Partners Contribution Contribution
1 Mr. Shachindra Nath 00510618  Designated 65,50,000 2.99%
Partner
2 Mrs. Shruti Nath 07507061 Designated 2,25,50,000 10.29%
Partner
3 Poshika Financial NA Partner 19,00,00,000 86.72%

Ecosystem Private Limited

The natural persons in control of the Company as per Clause (10)(G)(b)(ii) of Part A of Schedule VI to the SEBI
ICDR Regulations is Mr. Shachindra Nath. His details are as under:

Name of the Promoter / : Mr. Shachindra Nath, Executive Chairman and Managing Director
Ultimate Beneficial Owner

Date of Birth ¢ October 13, 1971

Age : 50 years
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Personal Address :  TPV-GV-65, Villas at the Palm Springs, Sector - 54, Urban Estate,
Gurgaon - 122 001

Educational Qualifications : LLB from Banaras Hindu University (BHU)
Experience and Positions : Mr. Shachindra Nath is the Executive Chairman & Managing Director of
/posts held in the past our Company. In his career spanning three decades, He has been

instrumental in building diversified financial services including Insurance,
Asset Management, Lending and Capital Market. Mr. Nath, a lawyer by
education, is a university rank holder from Banaras Hindu University. He
began his career as a commercial trainee and spent many years working in
the carpet industry. Over the years, he travelled extensively across rural
India. Thereafter, he made a transition to the financial service industry.

Mr. Nath has diversified financial service experience wherein he has been
part of multiple financial services’ startups and reached a leadership role.
In his previous roles, he has been instrumental in setting up Insurance
Companies, Global Asset Management Businesses, Capital Market and
Lending Institutions.

Mr. Nath intends to build an SME lending business that focuses building a
sector focus lending business combining the power of data analytics,
technology, and sectoral knowledge. Currently, he is passionate about
solving India’s SME credit problem and he aspires to build an institution
that will provide long-term value to society.

Earlier he was employed with Religare, an Indian financial services group.
He joined Religare in the year 2000. Over a period of 16 years, he, as part
of the management team, was instrumental in scaling its business across 4
verticals viz. Lending, Capital Market & Wealth Management, Asset
Management and Insurance.

Other Directorships held e LivFin India Private Limited

e  Orbis Financial Corporation Limited

e  Poshika Financial Ecosystem Private Limited

e  (Qwazent Health Search Private Limited
Special Achievements : A University Rank holder from the Banaras Hindu University
PAN :  ABOPN3798F

Other Confirmations

Our Promoter has confirmed that it has not been identified as wilful defaulter by any financial institution or bank
or a consortium thereof in accordance with the guidelines on identification of wilful defaulters prescribed by the
RBI. Further, our Promoter has not been declared as a Fugitive Economic Offender.

No violations of securities laws have been committed by our Promoter in the past or are currently pending against
them. Our Promoter has not been restrained or debarred or prohibited from accessing the capital markets or
restrained or debarred or prohibited from buying, selling or dealing in securities under any order or directions
passed for any reasons by SEBI or any other authority or refused listing of any of the securities issued by any
stock exchange in India or abroad.

Interest of our Promoter in our Company

Except as disclosed in “Financial Statements” on page 112 of this Draft Prospectus and other than as our
shareholders, to the extent of promoter or the companies in which they are promoter holding Equity Shares and
also to the extent of any dividend payable to them on the aforesaid shareholding, our Promoter does not have any
other interest in our Company’s business. Our Promoter may be also deemed to be interested to the extent of the
remuneration/sitting fees and reimbursement of expenses, if any, received by them in their capacity as Directors.

Our Promoter neither has any interest in any immovable property acquired in the preceding two years of filing
this Draft Prospectus with the Stock Exchanges or to be acquired by our Company nor do they have any interest
in any transaction regarding the acquisition of land, construction of buildings and supply of machinery, etc. with
respect to our Company.
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There are no Loans due by the Promoter of our Company. However, Mr. Shachindra Nath has given personal
guarantee with respect to the following loans availed by our Company:

Term Loans (outstanding as on June 30, 2021)

Sr. | Lender Date of Sanctioned | Principal Maturity | Repayment | Prepayment Clause
No. | Name Disbursement Amount R | Amount Date Schedule
in lakh) Outstandin
g (R in lakh)
1 Canara 15-Jul-20 1,000.00 800.00 | 15-Jun- Quarterly a. Till 12 months
Bank 25 from Loan

disbursement, 2 % of
Principal O/s.

2 Indian 31-Dec-20 2,500.00 2,500.00 | 31-Dec- Monthly 2 % Pre-Paid amount
Bank 23

3 State Bank | 29th Jan 2021 & 5,000.00 4,791.67 | 30-Apr- Monthly No Pre- Payment
of India 30th March 2021 25 Clause condition

Non Convertible Debentures (outstanding as on June 30, 2021)

Sr. | Description Tenor | Coupon Principal Date of Date of Interest Repayment
No. | (ISIN) (in Rate (%) Amount Allotment | Redemp- | Payment Schedule
years) Outstandin tion Frequency
g (R in lakh)
1 INE583D07091 | 1.50 10.50% PA 5,000.00 | 31-Dec-20 | 30-Jun-22 | Quarterly Bullet
payable and on
Quarterly maturity

Post June 30, 2021, he has further given personal guarantee for (i) a term loan of % 2,500 lakhs from Canara Bank
and (ii) liquidity facility from Small Industries Development Bank of India for an aggregate amount of X 9,000
lakhs.

Change in Management and Control of our Company

On December 31, 2017, Poshika Advisory Services LLP & Mr. Shachindra Nath (collectively referred to as the
“Acquirers”) has made a public announcement to acquire control of the management of our Company from the
erstwhile Promoters (namely Anand Ramakant Chokhani, Ms. Neelam R Chokhani, Ramakant R Chokhani HUF
and Ramakant R Chokhani) to the Acquirers in accordance with Regulation 3(1) and 4 of the SEBI Takeover
Regulations subject to prior RBI Approval as per RBI Circular no. RBI/2015-16/122-DNBR(PD) CC. No.
065/03.10.001/2015-16 dated July 09, 2015.

No shares have been allotted to the erstwhile Promoters as well as the existing Promoter of our Company during
the last three financial years.

Further Mr. Ramakant R Chokhani, Mr. Anand R Chokhani, Ms. Neelam R Chokhani and Ramakant R Chokhani
HUF the erstwhile Promoters of our Company were re-classified from the Promoter category to Public category
during the FY 2018-19.

Poshika Advisory Services LLP was classified as Promoter of our Company during the FY 2018-19. Further, Mr.
Shachindra Nath, Executive Chairman and Managing Director, holds no shares in our Company.

Promoter holding in the Company as on September 30, 2021:

Sr. Name of the Total No. of % of shareholding  No. of % of

No. Shareholder Equity Shares  to the total equity =~ Shares  Shares
held share capital Pledged pledged

1. Poshika Advisory Services LLP 20,27,709 2.88 Nil Nil

*All Equity Shares held by the Promoter are in dematerialised form.
For aggregate equity shareholding of the promoter refer to “Capital Structure” on page 37.

Further, our Promoter has not purchased or sold any securities in our Company, in six months immediately
preceding the date of this Draft Prospectus.
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FINANCIAL STATEMENTS

Reformatted Financial Statements of the Company for the financial years ended on F-1 to F-94
March 31, 2021, 2020 and 2019
Un-audited limited reviewed financial statement for the three months period ended | F-95 to F-101

June 30, 2021
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602, Floor 6, Raheja Titanium
Western Express Highway, Geetanjali
& Railway Colony, Ram Nagar, Goregaon (E)
- Mumbai 400063, INDIA

. Tel: +9122 68311600
& Associates J
Chartered Accouttants

INDEPENDENT AUDITOR’S EXAMINATION REPORT ON IND AS REFORMATTED FINANCIAL
STATEMENTS OF UGRO CAPITAL LIMITED (FORMERLY KNOWN AS CHOKHANI SECURITIES

LIMITED)

The Board of Directors,
UGRO Capital Limited
Equinox Business Park,
Tower 3, 4" Floor,

LBS Road, Kurla (West),
Mumbai - 400 070.

1. We have examined the attached IND AS Reformatted Financial Statements as at and for the years
ended March 31, 2021, March 31, 2020 and March 31, 2019 of UGRO Capital Limited (Formerly
known as Chokhani Securities Limited) (“the Company” or the “Issuer”) comprising the
Reformatted Statement of Assets and Liabilities asat March 31, 2021, March 31, 2020 and March
31, 2019, the Reformatted Statement of Profit and Loss (including Other Comprehensive Income),
the Reformatted Statement of Cash Flows, the Reformatted Statement of Changes in Equity for the
years ended March 31, 2021, March 31, 2020 and March 31, 2019 and the Statement of Significant
Accounting Policies and Notes forming part thereof (the “IND AS Reformatted Financial
Statements”) and other financial information, annexed to this report for the purpose of
inclusion in the Draft Prospectus, Progpectus and Abridged Prospectus (the “Offer Documents”) as
set out in paragraph 11 below, prepared by the Management of the Company in connection with
its proposed public issue of secured non-convertible debentures of face value of Rs. 1000/ - each
(the “Offer”). The IND AS Reformatted Financial Statements and other financial information have
been approved by Investment and Borrowing Committee of the Board of Directors of the Company
on October 14, 2021, prepared in terms of the requirements of:

a) the Sub section (1) of Section 26 of Part | of Chapter IIl of the Companies Act, 2013 (the
"ACt");

b) the Securities and Exchange Board of India (Issue and Listing of Non-Convertible
Securitie s) Regulations, 2021 (the “SEBI Regulations”) in pursuance of the Securities and
Exchange Board of India Act, 1992 (the “SEBI Act”); and

c) the Guidance Note on Reports in Company Prospectuses (Revised 2019) issued by the Institute
of Chartered Accountants of India (“ICAI”), as amended from time to time (the “Guidance

Note”).
2. The Management of the Company is responsible for the preparation of:

a) the IND AS Reformatted Financial Statements based on Audited Financial Statements of the
Company as at and for the years ended March 31, 2021, March 31, 2020 and March 31, 2019.

The Audited Financial Statements for the years ended March 31, 2021 and March 31, 2020 are
prepared in accordance with the Indian Accounting Standard (referred to as “IND AS”) as
presarbed under Section 133 of the Act read with Companies (Indian Accounting Standards)
Rules 2015, as amended and other accounting principles generally accepted in India in
accordance with the accounting principles generally accepted in India which have been
approved by the Board of Directors at their meeting held on June 29, 2021 and June 13, 2020
respectively. The Audited Financial Statements of the Company for the year ended March 31,
2019 are prepared in accordance with the Accounting Standards notified under the section
133 of the Act read with the Companies (Accounting Standards) Rules, 2006, as amended and
other accounting principles generally accepted in India, which have been approved by the
Board of Directors at their meeting held on May 02, 2019.

Head Office: 602, Floor 6, Raheja Titanium, Western Express Highway, Geetanjali Railway Colony, Ram Nagar, Goregaon (E), Mumbai 400063, INDIA, Tel: +91 22 6831 1600
Regd. No. 105047W | ahmadabad | Bengaluru | Chennai | Goa | Gurugram | Hyderabad | Kochi | Kolkata | Mumbai | Pune www.mska.in
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(Together referred to as “Audited Financial Statements”). The IND AS Reformatted Financial
Statements have been prepared by the Management of the Company as described in Note 1
to the IND AS Reformatted Financial Statements.

b) Other financial information i.e. Statement of Dividend as per IND AS enclosed as Annexure as
at and for the years ended March 31, 2021, March 31, 2020 and March 31, 2019, approved by
Investment and Borrowing Commxttee of the Board of Dlrectors in their meeting dated October

14, 2021.

The Management of the Company is also responsible for designing, implementing and maintaining
adequate internal control relevant to the preparation and presentation of the IND AS Reformatted
Financial Statements and other financial information. The Management of the Company are
responsible for identifying and ensuring that the Company complies with the Act, the SEBI
Regulations and the Guidance Note.

3. Our responsibility is to examine based on procedures performed, whether IND AS Reformatted
Financial Statements and other financial information have been compiled by the Management
from the Audited Financial Statements of the Company as at and for the years ended March 31,
2021, March 31, 2020 and March 31, 2019. N

4. We have examined the IND AS Reformatted Financial Statements and other financial information
taking into consideration:

a) The terms of reference and our engagement agreed with you vide our engagement letter
dated August 25, 2021 in connection with the Offer;

b) The Guidance Note. The Guidance Note also requires that we comply with the ethical
requirements as stated in the Code of Ethics issued by the ICAI;

c) Concepts of test checks and materiality to obtain reasonable assurance based on verification
of evidence supporting the Reformatted Financial Statement; and

d) The requirements of the Act and the SEBI Regulations.

5. The Audited Financial Statements of the Company as at and for the year ended March 31, 2021
were prepared in accordance with the Indian Accounting Standards as prescribed under Section
133 of the Act read with Companies (Indian Accounting Standards) Rules 2015, as amended, and
other generally accepted accounting principles (GAAP) in India and have been audited by us.

The Audited Financial Statements as at and for the year ended March 31, 2020 have been audited
by M/s Deloitte Haskins & Sells LLP, the predecessor auditor of the Company.

The Audited Financial Statements of the Company as at and for the year ended March 31, 2019
prepared in accordance with the Accounting Standards notified under the section 133 of the Act,
read with the Companies (Accounting Standards) Rules, 2006, as amended and other accounting
principles - generally accepted in India, which was approved by the Board of directors at their
meeting held on May 02, 2019 (“2019 Audited Financial Statements”). The 2019 Audited Financial
Statements have been converted into IND AS to align accounting policies, avail exemptions and
present disclosures as adopted for the preparation of the first IND AS financial statements of the
Company as at and for the year ended March 31, 2020 and from the comparative period
information of the first IND AS financial statements of the Company. For the purpose of our
examination, we have relied on the Auditor’s report issued by the predecessor auditor of the
Company on the Financial Statements for the year ended March 31, 2020 dated June 13, 2020.

Head Office: 602, Floor 6, Raheja Titanium, Western Express Highway, Geetanjali Railway Colony, Ram Nagar, Goregaon (E}, Mumbai 400063, INDIA, Tel: +91 22 6831 1600
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We have not carried out any audit tests or review procedures, and accordingly reliance has been
placed on the financial statements audited by the predecessor auditor for the said years.

6. The Audited Financial Statements as at and for the years ended March 31, 2020 and March 31,
2019 reported upon by the predecessor auditor of the Company, have been regrouped /
reclassified wherever necessary to correspond with the presentation / disclosure adopted for the
year ended March 31, 2021. The figures included in the IND AS Reformatted Financial Statements,
do not reflect the effects of changes in accounting policies or events that occurred subsequent to
the date of the reports of the auditor referred to in Para 7 below.

7. The Auditor’s Reports on the Audited Financial Statements issued by us for the year ended March
31, 2021 dated June 29, 2021 and by M/s Deloitte Haskins & Sells LLP for the years ended March
31, 2020 and March 31, 2019 dated June 13, 2020 and May 02, 2019 respectively, were unmodified
and included the following emphasis of matter paragraph:

For the year ended March 31, 2021

Emphasis of Matter

We draw attention to Note 53 to the financial statements, which describes the extent to which
the Covid-19 pandemic will continue to impact the financial statements will depend on uncertain
future developments. Our opinion is not modified in respect of this matter.

For the year ended March 31, 2020
Emphasis of Matter

i. We draw attention to Note 44 to the Financial Statements, which describes the accounting for
the Scheme of Arrangement on appointed date as per the approval of National Company Law
Tribunal. Our opinion on the Statement is not modified in respect of this matter,

ii. As more fully described in Note 55 (a) to the Financial Statements, to assess the recoverability
of certain assets, the Company has considered currently available internal and external
information in respect of the current and estimated future global economic indicators
consequent t the global health pandemic. The actual effect of the pandemic may be different
from that considered in assessing the recoverability of these assets. Our opinion on the
Statement is not modified in respect of this matter.

8. Based on our examination and according to the information and explanations given to us and also
as per the reliance placed on the reports of the predecessor auditor as mentioned in Para 5 above,
we report that the IND AS Reformatted Financial Statements and other financial information have
been prepared by the Company on the basis described in Note 1 to the IND AS Reformatted
Financial Statements taking into consideration the requirements of the Act and the SEBI

Regulations.

9. We have no responsibility to update our report for events and circumstances occurring after the
date of the report. :

10. This report should not in any way be construed as a reissuance or re-dating of any of the previous
audit reports issued by us or by the predecessor auditor, nor should this be construed as a new
opinion on any of the financial statements referred to herein.
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11. Our report is intended solely for use of the Board of Directors for inclusion in the Offer Documents
prepared by the Company in connection with its proposed public issue of Secured Non-Convertible
Debentures (the “NCDs”) to be filed with Securities and Exchange Board of India, BSE Limited,
National Stock Exchange of India Limited and Registrar of Companies, in connection with the
proposed issue of NCDs. Our report should not be used, referred to or distributed for any other
purpose without prior consent in writing. Accordingly, we do not accept or assume any liability or
any duty of care towards any other person relying on this report.

For MSKA & Associates
Chartered Accountants
ICAl Firm Registration No. 105047W

Soopriv fot
Swapnil Kale
Partner

Membership No. 117812
UDIN: 21117812AAAAPS7657

Mumbai
October 14, 2021
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UGRO CAPITAL LIMITED
(ormerly known as CHOKHANI SE CURITTES LIMITED)
CIN:LE7120MRI993PLCY70739

Reformatted Statement of Assets & Liabilities as at March 31,2021, Mavch 31, 2020 & March 31,2019

(Currency : T in lacs)

Particulars ’,"':“ As at March 31, 2021{ Ay at March 31, 2020{As at March 31, 2019
1. ASSETS
Financial assety S
Cash and cash equivalents 3 12,365.55 874.64 32.086.98
Bank balances other than cash and cash equivalenss 4 1923899 14,091.31 27.820.15
Trade reccivables s 35777 657.93 232.00
|Loans s 127.880.52 83238.19 7.880.47
Investments 7 552275 .250.8 10,678.86
Other financial sssets ] 32311 $328.15 4.16532
i 165,688.65 L14.441.03 8287277
Non-financial assets
Current tax assefs (net) ) = 143.72 145.07 |
Deferred tax assels {net) 10 4,293 88 2,13631 23994
Property, plant and equipment i 463.60 33682 ~ 39113
ight of use asset 12 109431 1,344.01 1.627.66
Intangible assets nnder development 13 38341 93.96 1,086.5¢
Other intangible asscts 14 2,062.02 1,839.34 -
Other non-financial assats 15 1.093.91 641.06 480.50
9.400.50 6.805.22 3.974.88
TOTAL ASSETS 175080049 J22468T Genarss]
11. LIABILITIES AND EQUITY
LIABILITIES
Finaneial Habilities
Payables 16
(A) Trade payables
(T} total outsaading dues of micro enterprises and small [XT] 10.14 -
enterp
(1) total outstanding dues of creditors other than micro " 735.93 1,039.00 90.50
entprises and smatl enterprises
(B) Other puyahley
{1 total outstanding dues of micro enterprises and small - -
enterprizes
(M) wia) ourstanding ducs of craditors other than micro 28736 37136 501.26
entzrprises and small enterprises
Debt securities 17 29,940.69 5.009.41 =
Borrowings (other than debt securities) 12 46,628.79 20,444.46 973.60 |
Other financial liabilities 1) 1,720.13 1.870.87 1,767.52
7932151 28,748,214 3,33258




UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)
CIN:LG7120MH 1993PLCO70739

Reformatted Statement of Assets & Liabilities a5 st March 31, 2021 + March 31,2020 & March 31,2019

(Currency : in lacs)

Particulars T\T‘:’u As at March 31, 2021/ As at March 31, 2020|As st March 31, 2019

Non-finsncial liabilities

Curvent tax fiabilities (net) 9 144,13 - -

Provisions 20 241.99 199.72 68.87

Other non-financial liabilities 21 137.64 148.93 156.34
§21.76 348.65 225.21

[TOTAL LIABILITIES 79,845.67 29,093.59 355800

Equity

Equity share capitsi 2 7.852.86 7.052.86 2,333.15

Other equity 23 88,190.96 £5,099,50 80,956.41

[TOTAL EQUITY 95,243.82 92,152.36 83.289.56

TOTAL LIABILITIES AND EOUITY _17_5.089.49 121.246.25 86,847.65

Significant accounting policies 1

See accompanying notes forming part of the above IND AS 258

Reformaited Financial Statements

The notes referred to above form an integral part of the financial statements

AS per our report of even date attached

For MSKA & Associates
Chartered Accountants
ICAI Firm's Registration No : 105047W

W M’_
Swapail Kale Lo Ey
Partner

Membership No : 117812

Mumbai
Qctober 14, 2021

For and on behalf of the Board of Directors of

UGRO CAPITAL LIMITED
Sbachindra Nath Sandeeplmmar Zanvar
Executive Chaicman Chief Financial Officer
&MD Mumbai
DIN : 00510618 October 14, 202|
Gurugram
October 14, 2021

Y~
Anjket Karandikar
Company Secrelary
Mumbai
October 14, 2021




UGRO CAPITAL LIMITED

(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MB1993PLCo70739

Reformatted Statement of Profit and Loss for the year ended March 31,2621, Mareh 31,2020 & March 31, 2019

(Currency : € in tacs)
1 |
For the year ended ~ For the year ended | For the year ended
Particulars NOENO. | Mareh30,2021  March3l, 200 | March 3t 2015
Revenue from operations
Intcrest income 24 1451285 7.889.19 282262 |
Dividend income 25 - t740 30 43
| Net zain on fair value o 26 34.68 1.693 66 1.013 48 |
Other aperating income 27 133.54 912 707
Tofal revenwe from op 14.981.07 9,669.37 3.893.60
Other Income 28 .77 843 00 500.00
Tozal intome 15.333.84 10,514.37 4,393.60
costs 29 445624 1.367 30 10475
i on financial insinuments 30 1.961.71 1.023 4} 4.3
benefits expenses 3 453267 4.714.80 248062
iation and mmoctisation 32 1.173.91 73935 17833
Other 33 199640 233772 1.084.12
Total expenses 2 14.120.93 10,182.58 3.872.21
Profi before ex | items and tax 1.212.91 331.719 521.3%
Exceptional items 34 == - 366.67 |
Profit before tax 121291 331.79 154.712
Tax 3
£1) Cucrent tax LR
Tax for current year as per miRigwm alternale tax 482.99 29631 147 14
(2) Deferred ot benehit (Met) 121 (1.916.38} (387 06)
| Total tax €Xpenses 1.659.84) {1.620.07) (239.92
*Pﬂﬂr for the vear (A} 287275 1.951.36
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UGRO CAPITAL LIMITED
(formerly known as CHOXHANT SECURITIES LIMITED)
CIN:L6ZI20MHT993PLCO76739

Reformatted Staiement of Profit and Lass for the year ended March 31, 2021, March 31 + 2020 & March 31,2019

(Currency : 2 i lacs)

. y For the year ended | For the yearended | For the year ended
(Particulars NOeNS | March3l,2021 | Marchat 2030 | Wer 31,2019
mzr comprehensive income i I |

Iterss that will not be reclassified to profit and foss | |
-Rmmddwdcfmbmemobﬁpﬁm | 19.19 | 003 | 021
= Income tex reluating ta items that will not b reclassiTicd [ [
rofit und loss (5.59)] (001)| 0.06)
Subtatal (A} | 13.60 | 0.02 | 0.15
Other eomprehensive Incomee for the year inet of tax) (B) 13.60 0.02 0I5
Tots! comprebensive income far the year (C= (A+B) 288635 | 1.951.88 394,79
Elﬂtllﬁggﬂlvshmufflmnlnnf! 10 each 35 |
Basic (%) 07 295 0.77
|Diluted () 407 257 0.75
Sugnticen: avcountag pulicies !
See accompanying notes forming part of the above IND AS
Reformanied Financial Statements e
The notes referred to above form an integral part of the financial statements
As per our report of even date attached For and on behalf of the Board of Directors of
For MSKA & Assoclates UGRO CAPITAL LIMITED
Chartered Accountants

[CAT Firm's Registration No : 105047W

m: k_,‘,_’)“‘—

Membership No . 117812

Mumbai
October 14, 2021
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Shachindra Nath
Executive Chaicman
& MD '

DIN : 00510618
Gurugram
October 14, 2021
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Aniket Karandikar
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LGRO CAPITAL LIMITED
(ormerly Rvows as CHOXHANT
CIN:L62120AIH 1! 99IPLCU2O7IY

SECURITIES LINITED)

Reformatted Swoement of Cush Flow far the year ended Murch 31, 2821, March 34, 2020 & Murch 31, 2019

(Curvency : ¥ in lacs)

|Particutars

For the year ended For YearEnded For Year Ended
March 31, 2021 Mareh 31,2020 March 31, 2019
1.212.91 5L m™ 15472
208.L ) HE 74 30001
- 117 40) 130 431
1.173.91 739 35 17833
L2671 1.033 41 24 39
134.68) 1,693 66} 11013 48)
382 nn 21 67
2384 P60 4741
4.580.42 363.10 {33730
146.404.03] 176,372 13 (7913 &5y
300,15 1425.93) {232 co
M{ £160.85) 1480 50V
8.005.05 14.162.83) #1685 32)
|
386.13 581 42
i I.Z!; 741 156.24
6285 89 95 3537
34.516.92) (79.589.66
ms.ui] 1290 961 1384 94}
¥/} X 62 18631
|
£335 18) (502,523
1742 5043
1332301 (13,654 98)
19737 62 125648
— P 192 251 91 1131.089 551
- 395 81 (14,145 16}
] {5172 1659 96 11.085 594
| (4.891.73) 178779 (34, 703.45
:
- 561239 125000
1246 o8 18248,
- - 2812514
e - 4,145 92
o - 12.350 00
- - 198 2_&
24931.26] 3.068 41 -
26.1 1947247 92360
- 132314 =
- 1§2.39) 13,163,113
50.784.M 30,795.49 7542084
14,430.9; {31,21234) 3208411
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UGRO CAPITAL LIMITED
(fornusrly known es CHOXHANT SECURITIES LIMITED)
CIN:LE2 1200 K 1993PLCO7OTID

Reformatted Staterzent of Cash Flow (or the Year ended March 31, 2021, March 31,2020 & March 31, 2019

(Cwrrency € in facs)

[Particaturs | Feetheyearended | For Vear Euded For Yesr Ended
[ f March 31, 2021 Mareh 31, 2028 March 31, 2019
Cazh and cash squivakeats at the hinhl of the vear AT4.64 31,086 98 (.Y 5
Cash and cash squivalenrs at (he ead of the year 12,365,588 87464 32.086.98
(‘Eu orush-ndmtg-lulmu iRderNomJn —
Cash on hand - - 15
Balsace with banks
In eurment gecounks 6.764.51 87464 18.484 64
In Fixed deoosil imaturine withi 8 period of thees months| 5.501.04 - 13.680 B!
TOTAL 12.363.35 874.64 32,086.98
Significa accounting policies 1
Snmmngmfnmin;moﬂhemmbm 258
Refs d Finameia! § 3
The notes referred to above fbrm an integsal part of the finencial statements
Mwwnmummm F‘-rmdo-bdulfoﬂhekmrdafblrednrlnf
For MEKA & Assacistes ULGRO CAPITAL LIMITED
Chastered Aceountants
TCAI Firm's Registration No : 105047W
' JM
bt
Swapall A Shachindra Nath Sacdespkemar Zanvar
Parter Bvecative Chairman Chisf Financial Officer
Membership No - 117812 & MD Mumbsi
DIN : 00510618 October 14, 1021
Mumbai
October 14, 2021 October 14, 2021
—Fopranddet
Anfket Karandikar
Company Secretary
Murcbai
October 14, 2021
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI] SECURITIES LIMITED)

CIN:L67120MHI1993PLC070739

Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : ¥ in lacs)
1. Significant Accounting Policies

(1) Statement of compliance

The IND AS Reformatted Financial Statements have been prepared in accordance with the provisions of the Companies
Act, 2013 and the Indian Accounting Standards (IND AS) notified under the Companies (Indian Accounting Standards)
Rules, 2015 (as amended from time to time) issued by Ministry of Corporate Affairs in exercise of the powers conferred
by section 133 read with sub-section (1) of section 210A of the Companies Act, 2013. In addition, the guidance
notes/announcements issued by the Institute of Chartered Accountants of India (ICAI) are also applied along with
compliance with other statutory promulgations which require a different treatment.

The Financial Statements for the year ended March 31, 2020 of the Company is the first Financial Statements prepared
in compliance with IND AS. The date of transition to IND AS is April 1, 2018. The Financial Statements upto the year
ended March 31, 2019, were prepared in accordance with the accounting standards notified under the Companies
(Accounting Standards) Rules, 2006 read with the Companies (Accounts) Rules, 2014, The Companies Act 2013, and
regulatory norms (“Previous GAAP”) and guidelines prescribed by Reserve Bank of India (RBI)

Further, the Company has complied with all the directions related to Implementation of Indian Accounting Standards
prescribed for Non-Banking Financial Companies (NBFCs) in accordance with the RBI notification no. RBI/2019-
20/170 DOR NBFC).CC.PD.No.109/22.10.106/2019-20 dated March 13, 2020,

Accounting policies have been consistently applied except where a newly issued accounting standard is initially adopted
or a revision to the existing accounting standard requires a change in the accounting policy hitherto in use.

(2) Basis of preparation of IND AS Reformatted Financial Statements

The Reformatied Statement of Assets and Liabilities of the Company as at March 31, 2021, March 31 , 2020 and March
31, 2019 and Reformatted Statement of Profit and Loss and the Reformatted Statement of Cash Flows and Reformatted
Statement of change in equity and the Summary of Significant Accounting Policies and explanatory notes for the year
ended March 31, 2021, March 31, 2020 and March 31, 2019 (together referred as ™ IND AS Reformatted Financial
Statements” have been extracted by the Management from the IND AS Audited Financial Statements of the Company
for the year ended March 31, 2021, March 31, 2020 ("Audited IND AS Financial Statements").

IND AS Reformatted Financial Statements for the year ended March 31, 2019 have been extracted from the comparative
figures of the previously audited IND AS Audited Financial Statement for the year ended March 31, 2020.

The IND AS Reformatted Financial Statements have been prepared by the Management in connection with the proposed
listing of secured redeemable non-convertible debentures of the Company with BSE Limited & National Stock
Exchange of India Limited (‘the stock exchanges®), in accordance with the requirements of:

a) Section 26 of the Companies Act, 2013; and
b) The SEBI (Issue and Listing of Debt Securities) Regulations, 2008 issued by the Secutities and Exchange Board of
India ("SEBI"), as amended from time to time read along with the SEBI circular CIR/IMD/DF/18/2013 dated October

29, 2013 (together referred to as the “SEBI Regulations™).

o e 1 ”
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MHI1993PLC070739

Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : T in lacs)

The IND AS Reformatted Financial Statements of the Company has been prepared in accordance with Indian
Accounting Standards (IND AS) notified under the Companies (Indian Accounting Standards) Rules, 2015 (as amended

from time to time).

The IND AS Reformatted Financial Statements have been prepared on a historical cost basis, except certain financial
assets and liabilities measured at fair value (refer accounting policy regarding financial instruments) at the end of each

reporting period.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an asset or a liability, the Company takes into account the
characteristics of the asset or liability if market participants would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value for measurement and / or disclosure purposes in these IND AS
Reformatted Financial Statements is determined on this basis.

Fair value measurements are categorised into Level I, 2, or 3 based on the degree to which the inputs to the fair value
measurements are observable and the significance of the inputs to the fair value measurement in its entirety.

o Level I: Level [ hierarchy includes financial instruments measured using quoted prices.;

® Level 2: The fair value of financial instruments that are not traded in an active market is determined using valuation
techniques which maximise the use of observable market data and place limited reliance on entity specific estimates.
If all significant inputs required to fair value an instrument are observable, the instrument is included in level 2.;

and

» Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included
in level. This is the case for unlisted equity securities included in level 3.
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLC070739

Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : T in lacs)

(3 Presentation of IND AS Reformatted Financial Statements

The Statement of Assets and Liabilities and the Statement of Profit and Loss are prepared and presented in the format
prescribed in the Division TIT to Schedule TIT to the Companies Act, 2013 (“the Act”) applicable for Non-Banking
Finance Companies (“NBFC”). The Statement of Cash Flows has been prepared and presented as per the requirements
of IND AS 7 “Statement of Cash Flows™. The disclosure requirements with respect to items in the Balance Sheet and
Statement of Profit and Loss, as prescribed in the Schedule ITI to the Act, are presented by way of notes forming part of
the IND AS Reformatted Financial Statements along with the other notes required to be disclosed under the notified
accounting Stendards and the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015.

Amounts in the IND AS Reformatted Financial Statements are presented in Indian Rupees in lacs rounded off to two
decimal places as permitted by Schedule TIT to the Companies Act, 2013. Per share data are presented in Indian Rupee

to two decimal places.

(4) Property, plant and equipment

The cost of an item of property, plant and equipment is recognised if it is probable that future economic benefits
associated with the item will flow to the Company and the cost there of can be measured reliably. All property, plant
and equipment arc initially recognised at cost. Cost comprises the purchase price and any directly attributable cost to
bring the asset to its working condition for its intended use. Subsequent expenditure incurred on assets put to use is
capitalised only when it increases the future economic benefits / functioning capability from / of such assets

Depreciation is recognised so as to write off the cost of assets less their residual values over their useful lives, using the
straight-line method. The estimated uscful lives, residual values and depreciation method are reviewed at the end of
each financial year, with the effect of any changes in estimate accounted for on a prospective basis. Assets purchased
during the year are depreciated on the basis of actual number of days the asset has been put to use in the year. Assets
individually costing Rs. 5,000/- or less are fully depreciated in the year of purchase.

Estimated useful life of assets is as below:

Category of PPE Estimated useful life

Office Equipment S years - 6 years

Computer 3 years

Leasehold improvements 2years - 9 years (Primary period of
lease of premises)

Furniture fixture and fittings 10 years

An item of property, plant and equipment is derecognised vpon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item
of property, plant and equipment is determined as the difference between the sales proceeds and the carrying amount of

the asset and is recognised in profit or loss.
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLC070739

Notes forming part of the IND AS Reformatted Financial Statements {Continued)

(Currency : T in lacs)
(5) Intangible assets

Intangible assets are recognised when it is probable that the future economic benefits that are attributable to the asset
will flow to the enterprise and the cost of the asset can be measured reliably. Intangible assets are stated at original cost
net of tax / duty credits availed, if any, less accumulated amortisation and cumulative impairment. Direct expenses
(including salary costs) and administrative and other gencral overhead expenses that are specifically attributable to
acquisition of intangible assets are allocated and capitalised as a part of the cost of the intangible assets.

Intangible assets not ready for the intended use on the date of Balance Sheet are disclosed as “Intangible assets under
development™. -

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortisation
and accumulated impairment losses. Amortisation is recognised on a straight-line basis over their estimated useful lives.
The estimated useful life and amortisation method are reviewed at the end of each financial year, with the effect of any
changes in estimate being accounted for on a prospective basis.

Estimated useful life of Software is 5 years.

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use or disposal.
Gains or losses arising from derecognition of an intangible asset, measured at the difference between the net disposal
proceeds and the carmying amount of the asset, and are recognised in profit or loss when the asset is derecognised.

(6) Impairment of tangible and intangible assets

The Company assesses at each Balance Sheet date whether there is any indication that an asset may be impaired. If any
such indication exists, the Company estimates the recoverable amount of the asset. The recoverable amount is the higher
of an asset’s net selling price and its value in use. If such recoverable amount of the asset or the recoverable amount of
the cash generating unit to which the asset belongs is less than its carrying amount, the cairying amount is reduced to
its recoverable amount. The reduction is treated as an impairment loss and is recognised in the Statement of Profit and
Loss. If at the Balance Sheet date there is an indication that if a previously assessed impairment loss no longer exists,
the recoverable amount is reassessed and the asset is reflected at the recoverable amount.

{7) Revenue Recognitioli

(i) Interest Income:
Interest income from a financial asset is recognised when it is probable that the economic benefits will flow to the

Company and the amount of income can be measured reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the effective interest rate applicable. The effective interest rate which
is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to
that asset's net carrying amount on initial recognition.

The interest income is calculated by applying the Effective Interest Method to the gross carrying amount of non-
credit impaired financial assets (i.e. at the amortised cost of the financial asset before adjusting for any expected
crédit loss allowance). For credit-impaired financial assets the interest income is calculated by applying the
Effective Interest Method to the amortised cost of the credit-impaired financial assets (i.e. the gross carrying
amount less the allowance for expected credit losses (ECLs)).

L
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLC0O70739
Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : ¥ in lacs)

(ii) Other Financial Charges
Cheque bouncing charges, pre- payment charges, foreclosure charges and initial margin moncy etc. are recognised
on 2 point-in-time basis and are recorded when realised since the probability of collecting such monies is
established when the customer pays.

(iii) Dividend Income:
Dividend Income is recognised once the unconditional right to receive the dividend is established (provided that
it is probable that the economic benefits will flow to the Company and the amount of income can be measured

reliably).

(iv) Net gain or fair value change:
Any differences between the fair values of the financial assets classified as fair value through the profit or loss,
held by the Company on the balance sheet date is recognised as an unrealised gain / loss in the Statement of Profit
and Loss. In cases there is a net gain in aggregate, the same is recognised in “Net gains or fair value changes”
under revenue from operations and if there is a net loss the same is disclosed “Expenses”, in the Statement of
Profit and Loss.

(v) Advisory Fees and Other Income :
Advisory fees and Other Income are recognised when the Company satisfics the performance obligation at fair
value of the consideration received or receivable. The Company recognises such revenue from contracts with
customers based on a five step model as set out in IND AS 115.

(vi) Income from De-Recognition of Assets:
For the year ended March 31, 2021, gains arising out of de-recognition transactions comprise the difference
between the interest on the loan portfolio and the applicable rate at which the transaction is entered into with the
transferee, also known as the right of excess interest spread (EIS). The future EIS basis the scheduled cash flows
on execution of the transaction, discounted at the applicable rate entered into with the transferee is recorded
upfront in the Statement of Profit and Loss. EIS evaluated and adjusted for ECL. and expected prepayment.

(8) Leases

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.

Company as a lessee

The Company accounts for each lease component within the contract as a lease separately from non-lease components
of the contract and allocates the consideration in the contract to each Iease component on the basis of the relative stand-
alone price of the lease component and the aggregate st‘and-alone price of the non-lease components.

The Company recognises right-of-use asset representing its right to use the underlying asset for the lease term at the
lease commencement date. The right-of-use assets is depreciated using the straight-line method from the commencement
date over the lease term. Right-of-use assets are tested for impairment whenever there is any indication that their carrying
amounts may not be recoverable. Impairment loss, if any, is recognised in the Statement of Profit and Loss.

The Company measures the lease liability at the present value of the lease payments that are not paid at the
commencement date of the lease. ‘I'he lease liability is subsequently remeasured by increasing the carrying amount to

P
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLCO70739

Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : T in lacs)

reflect interest on the lease liability, reducing the carrying amount to reflect the lease payments made and remeasuring
the cartying amount to reflect any reassessment or lease modifications or to reflect revised in-substance fixed lease
payments.

The Company recognises the amount of the re-measurement of lease liability as an adjustment to the right-of-use asset.
Where the carrying amount of the right-of-use asset is reduced to zero and there is a further reduction in the measurement
of the lease liability, the Company recognises any remaining amount of the re-tneasurement in Statement of Profit and
Loss.

The Company has elected not to apply the requirements of IND AS 116 to short-term leases of all assets that have a
lease term of 12 months or less and leases for which the underlying asset is of low value. The lease payments associated
with these leases are recognized as an expense on a straight-line basis over the lease term,

Transition to IND AS 116

Effective April 1, 2019, the Company adopted IND AS 116 “Leases” and applied the standard to all lease contracts
existing on April 1, 2019 using the retrospective method and has taken the cumulative adjustment to Retained Earning,
on the date of application. Consequently, the Company recorded lease liability at present value of future lease payments
discounted at the incremental borrowing rate and corresponding right of use asset at an amount equal to lease liability
adjusted by the amount of any prepaid or accrued lease payments relating to that lease recognised in the balance sheet
immediately before the date of initial application.

As 2 lessee
Operating Lease

IND AS 116 will result in an increase in cash inflows from operating activities and an increase in cash outflows from
financing activities on account of lease payments.

Following is the summary of practical expedients elected on initial application

1. Applied a single discount rate to a portfolio of lease of similar assets in similar ecotomic environment with similar

end date.
2. Applicd the exemption not to recognise right of use asset and lease liabilitics with less than 12 months of lease term

remaining on the date of initial application.
3. Excluded the initial direct costs from the measurement of the right-of-use asset at the date of initial application.

The Weighted average incremental borrowing rate is applied to lease liabilities as at April 1, 2019,

Finance Lease
The Company does not have leases that were classified as finance leases. Hence, there is no impact on application of

this standard.

As a lessor L)
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLC070739

Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : T in lacs)

The Company does not have any lease agreement in which it is a lessor. Hence, there is no impact on application of this
standard.

(9) Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

(10.1) Current tax

Current Tax is determined at the amount of tax payable in respect of taxable profit for the year as per the Income-tax
Act, 1961. Taxable profit differs from ‘profit before tax’ as reported in the Financial Statement of Profit and Loss
because of items of income or expense that arc taxable or deductible in other years and items that are never taxable or
deductible. The Entity’s current tax is calculated using tax rate that has been enacted by the end of the reporting period.

(10.2) Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
Reformatted Financial Statements and the corresponding tax bases used in the computation of taxable profit. Deferred
tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are generally recognised
for all deductible temporary differences to the extent that it is probable that taxable profits will be available against
which those deductible temporary differences can be utilised.

Deferred tax liabilitics and assets are measured at the tax rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively enacted

by the end of the reporting period.

The measurement of deferred tax liabilitics and assets reflects the tax consequences that would follow from the manner
in which the Company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets
and liabilities.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax assets
against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation

authority.
(10.3) Current and deferred tax

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.

(10.4) Minimum Alternate Tax (MAT)

Minimum Alternate Tax (MAT) paid in accordance with the tax laws, is recognised as an asset in the Balance Sheet
when it is probable that the future economic benefit associated with it will flow to the Company.

(10) Employee Benefits

(11.1) Retirement benefit costs and terminatior benefits

Defined contribution plans —
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLCO70739

Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : ¥ in lacs)

Payments to defined contribution retirement benefit plans arc recognised as an expensc when employees have rendered
service entitling them to the contributions.

The state govemed provident fund scheme, employee state insurance scheme and National Pension Scheme {NPS) are
defined contribution plans.

Defined benefit plans —

For defined benefit plans in the form of gratuity, the cost of providing benefits is determined using the projected unit
credit method, with actuarial valuations being carried out at the end of each annual reporting period. Re-measurement,
comprising actuarial gains and losses is reflected immediately in the balance sheet with a charge or credit recognised in
other comprehensive income in the period in which they occur. Re-measurement recognised in other comprehensive
income is reflected immediately in retained eamnings and is not reclassified to profit or loss. Past service cost is
recognised in profit or loss in the period of a plan amendment. Net interest is calculated by applying the discount rate
at the beginning of the period to the net defined benefit liability or asset. Defined benefit costs are categorised as follows:
* service cost (including current scrvice cost, past service cost, as well as gains and losses on curtailments and
settlements);

* net interest expense or income; and

* re-measurement

The Company presents the first two components of defined benefit costs in profit or loss in the line item ‘Employce
benefits expense’. Curtailment gains and losses are accounted for as past service costs.

The present value of the defined benefit plan liability is calculated using a discount rate which is determined by reference
to market yields at the end of the reporting period on government bonds.

(11.2) Short term and other long-term employee benefits

A liability is recognised for benefits accruing to employees in respect of salaries and annual leave in the period, the
related service is rendered at the undiscounted amount of the benefits expected to be paid in in exchange for that service.

Liabilities recognised in respect of short-term employee benefits are measured at the undiscounted amount of the
benefits expected to be paid in exchange for the related service.

Liabilities recognised in respect of other long-term employee benefits are measured at the present value of estimated
future cash outflows expected to be made by the Company in respect of services provided by employees up to the
reporting date.

The cost of short-term compensated absences is accounted as under:
(i) in case of accumulated compensated absences, when employees render the services that increase their entitlement of

future compensated absences; and
(ii) in case of non-accumulating compensated absences, when the absences occur.

(11.3) Compensatory Payments (Loss of Earned Bonus)

The Company amortizes the compensatory payments over the period of twelve months, since amount is recoverable if
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLCG70739

Notes forming part of the IND AS Reformatted Financial Statements (Continued)

{Currency : ¥ in lacs)

an employee leaves the organisation within a year.
(11)  Borrowing Costs

Borrowing costs include interest and other ancillary borrowing costs. Ancillary costs includes issue costs such as loan
processing fee, arranger fee, stamping expense and rating expense . The Company shall recognise interest expense and
other ancillary cost on the borrowings as per Effective Interest Method, which is calculated by considering any ancillary
costs incurred and any premium payable on its maturity.

Finance costs are charged to the Statement of Profit and Loss

(12)  Provisions, Contingent Liabilities and Contingent Assets

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event,
it is probable that the Company will be required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. When a
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present
value of those cash flows (when the effect of the time value of money is material).

A Contingent Liability is disclosed unless the possibility of an outflow of resources embodying the economic benefits
is remote. Contingent Assets are neither recognised nor disclosed in the Reformatted Financial Statements.

Provisions, contingent liabilities and contingent assets are reviewed at each Balance Sheet date and adjusted to reflect
the current best estimates.

(13) Commitments

Commitments are future liabilities for contractual expenditure, classified and disclosed as follows:
(a) estimated amount of contracts remaining to be executed on capital account and not provided for;
(b) uncalled liability on sharcs and other investments partly paid;

(c) funding related commitment to associate companies; and
(d) other non-cancellable commitments, if any, to the extent they are considered material and relevant in the opinion of

Management.

(14)  Foreign Currencies

el

F-21



UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLC070739

Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : T in lacs)

(i) The functional currency and presentation currency of the Company is Indian Rupee. Functional currency of the
Company and foreign operations has been determined based on the primary economic environment in which the
Company and its foreign operations operate considering the currency in which funds are gencrated, spent and retained.

(i) Transactions in currencies other than the Company’s functional currency are recorded on initial recognition using
the exchange rate at the transaction date. At each Balance Sheet date, foreign currency monetary items are reported at
the prevailing closing spot rate. Non-monetary items that are measured in terms of historical cost in foreign currency
are not retranslated.

Exchange differences that arise on scttlement of monetary items or on reporting of monetary items at each Balance Sheet
date at the closing spot rate are recognised in the Statement of Profit and Loss in the period in which they arise,

(15) Cash and Bank balances

Cash and bank balances also include fixed deposits, earmarked balances with banks and other bank balances which have
restrictions on repatriation. Short term and liquid investments being subject to more than insignificant risk of change in
value, are not included as part of cash and cash equivalents.

(16)  Scgment reporting
Operating segments are those components of the business whose operating results are regularly reviewed by the chief
operating decision making body in the Company to make decisions for performance assessment and resource allocation.

The reporting of segment information is the same as provided to the Management for the purpose of the performance
assessment and resource allocation to the segments. Segment accounting policies are in line with the accounting policies

of the Company

(17)  Financial Instruments
(18.1) Recognition of Financial Instruments

Financial assets and financial liabilitics are recognised when the Company becomes a party to the contractual provisions
of the financial instruments.

(18.2) Initial Measurement of Financial Instruments

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities
at FVTPL) are added to or deducted from their respective fair value on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at FVTPL are recognised immediately in profit
or loss.

A financial asset and a financial liability is offset and presented on net basis in the balance sheet when there is a current
legally enforceable right to set-off the recognised amounts and it is intended to either settle on net basis or to realise the
asset and settle the liability simultaneously.

(18.3) Subsequent Measurement of Financial Instruments

o il o
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Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : ¥ in Jacs)

(18.3.1) Financial Assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

All recognised financial asscts are subsequently measured in their entirety at either amortised cost or fair value,
depending on the classification of the financial assets.

(18.3.1.1) Financial Assets carried at Amortised Cost (AC)

A financial asset is measured at amortised cost if it is held within a business model whose objective is to hold the asset
in order to collect contractual cash flows and the contractual terms of the financial asset give risc on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at amortised cost (except for debt

instruments that are designated as at fair value through profit or loss on initial recognition)
* the asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows;

and
* the contractual terms of the instrument give rise on specified dates to cash flows that are solely payments of principal

and interest on the principal amount outstanding.
Effective Interest Method

The Effective Interest Method is a method of calculating the amortized cost of a debt instrument and of allocatin g interest
income over the relevant period. The Effective Interest Rate is the rate that exactly discounts estimated future cash
receipts (including all fees that form an integral part of the effective interest rate, transaction costs and premiums or
discounts) through the expected life of the instrument, or, where appropriate, a shorter period, to the net carrying amount
on initial recognition.

(18.3.1.2) Financial Assets at Fair Value through Other Comprehensive Income (FVTOCI)

A financial asset is measured at FVTOCI if it is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets and the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at fair value through other
comprehensive income (except for debt instruments that are designated as at fair value through profit or loss on initial

recognition):

» the asset is held within a business mode! whose objective is achieved both by collecting contractual cash flows and

selling financial assets; and
» the contractual terms of the instrument give rise on specified dates to cash flows that are solely payments of principal

aad interest on the principal amount outstanding,

Interest income is recogrised in profit or loss for FVTOCI debt instruments. When the investment is disposed of, the
cumulative gain or loss previously accumulated in this reserve is reclassified to profit or loss.
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Notes forming part of the IND AS Reformatted Financial Statements (Continued)

(Currency : T in lacs)
(18.3.1.3) Financial Assets at Fair Value through Profit or Loss (FVTPL)

A financial asset which is not classified in any of the above categories are measured at FVTPL.

Debt instruments that do not meet the amortised cost criteria or FVTOCI criteria are measured at FVTPL. In addition,
debt instruments that meet the amortised cost criteria or the FVTOCI criteria but are designated as at FVTPL are

measured at FVTPL.

A financial asset that meets the amortised cost criteria or debt instruments that meet the FVTOCI criteria may be
designated as at FVTPL upon initial recognition if such designation eliminates or significantly reduces a measurement
or recognition inconsistency that would arise from measuring assets or liabilities or recognising the gains and losses on
them on different bases. The Company has not designated any debt instrument as at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any gains or losses arising
on remeasurement recognised in profit or Joss. The net gain or loss recognised in profitor loss incorporates any dividend
or interest eamed on the financial asset and is included in the ‘Revenue from operations’ ling item.

(18.4) Impairment of Financial Asset

The Company applies the expected credit loss model for recognising impairment loss on financial assets measured at
amortised cost, debt instruments at FVTOCI and other contractual rights to receive cash or other financial assets.

Expected credit losses are the weighted average of credit losses with the respective risks of default occurring as the
weights. Credit loss is the difference between all contractual cash flows that are due to the Company in accordance with
the contract and all the cash flows that the Company expects to receive (i.c. all cash shortfalls), discounted at the original
effective interest rate (or credit-adjusted effective interest rate for purchased or originated credit-impaired financial
assets). The Company estimates cash flows by considering ail contractual terms of the financial instrument (for example,
prepayment, extension, call and similar options) through the expected Jife of that financial instrument.

Category of financial instrument Manner of recognition of loss allowance

Financial asscts measured at amortised cost Recognised in profit or loss with corresponding adjustment in the
carrying value through a loss allowance account.

Debt investments measured at FYTOCI Recognised in profit or loss with corresponding adjustment in OCL
The loss allowance is accumulated in the ‘Reserve for debt
instruments through OCT’, and is not adjusted with the carrying value
of the financial asset

Impairment methodology:
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Notes forming part of the IND AS Reformatted Financial Statements (Continued)

{Currency : Tin lacs)
Overall Impairment Methodolegy

Particulars Stage | Stage 2 Stage 3 —‘
(Performing) | (Under-performing) . (Non-performing) |

Credit quality Not deteriorated | Deteriorated significantly since | Objective  evidence  of
significantly  sincé  its | its initial recognition impairment
initial recognition.

ECL model PD / LGD Model PD / LGD Model Cash flow model

ECL 12 months ECL Life time ECL Life time ECL

ECL (PD * LGD * EAD) (PD * LGD * EAD) Expected Cash Flow basis

Computation

A) For Loans , Cash Credit and Term Loans Measured at Amortised Cost
a) Definition of Default:

A defanlt shail be considered to have occurred when any of the following criteria are met:

a) An asset is more than 90 days past due
b) If one facility of borrower is NPA, all the facilities of that borrower are to be treated as NPA.

For the purpose of counting of day past due for the assessment of default, special dispensations in respect of any class
of assets, if any (¢.g. under COVID-19 relief package of RBI) are applied in line with the notification by the RBI in this

regard.

b) Portfolio Segmentation:

The entire portfolio is segmented into homogenous risk segments. Common factors for segmentation includes asset
classes, internal rating grade, size, geography, product, etc.

¢) Probability of Default (PD):

12 Month PD for all the sectors except Onward Lending to NBFCs:

PD is the likelihood of a borrower defaulting on its obligations within a given interval of time. PD is computed based
on the default analysis conducted by external credit bureau for all the sectors (except onward lending) at individual
facility level and 12 months default percentage arrived score wise and sector wise for all the sectors.

To compute a 12 month PD for each sector, Sector wise and score wise default rate as provided by external credit bureau
which is taken as base and calibration model is used to derive the default rates score wise on the basis of decreasing
ranks of scores. The above process is followed for all the sectors to derive score wise and sector specific default rates

which will be used as 12 month PD.

12 Month PD for Onward Lending to NBFCs;
For Onward Lending, average of PD above investment grades provided by CRISIL for NBFC specific sector has been

considered as PD.

Life time PD:
Life time PD is applied for Stage 2 accounts.
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Life time PD’s arc computed based on survival approach. Survival analysis is statistics for analyzing the expected
duration of time until default event happens.

Life time PD is computed = (1 — (Probability of surviving in year 1) * remaining tenure)

d) Loss Given Default :

Loss Given Default (LGD) represents recovery from defauited assets. Foundational-Internal Rating Based (F-IRB)
approach detailed in the guidelines is used for the LGD computation.

(18.5) Derecognition of Financial Assets

The Company derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, or when
it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another party.

If the Company enters into transactions whereby it transfers assets recognised on its balance sheet, but retains either
all or substantially all of the risks and rewards of the transferred assets, the transferred assets are not de-recognised
and the proceeds received are recognised as a collateralised borrowing.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the sum of
the consideration received and receivable and the cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is recognised in profit or loss.

(18.6) Financial Liabilities and Equity Tustruments

(18.6.1) Classification as Debt or Equity

Debt and equity instruments issued by the Company are classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements and the definitions of a financial liabi lity and an equity instrument.

(18.6.2) Equity Instruments

An Equity Tnstrument is any contract that evidences a residual interest in the assets of the Company after deducting all
of its liabilities.

Repurchase of the Company's own equity instruments is recognised and deducted directly in equity. No gain or loss is
recognised in profit or loss on the purchase, sale, issue or cancellation of the Company's own equity instruments.

(18.6.3) Compound Financial Instruments

The component parts of compound financial instruments issued by the Company are classified separately as financial

- liabilities and equity in accordance with the substance of the contractual arrangements and the definitions of 2 financial
liability and an equity instrument. A conversion option that will be settled by the exchange of 2 fixed amount of cash or
another financial asset for a fixed number of the Company’s own equity instruments is an equity instrument.

At the date of issue, the fair value of the liability component is estimated using the prevailing market interest rate for
similar non-convertible instruments. This amount is recognised as a liability on an amortised cost basis using the
effective interest method until extinguished upon conversion or at the instrument’s maturity date.

(18.6.4)Financial Liabilities
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A financial liability is any liability that is:
# Contractual obligation :

J to deliver cash or another financial asset to another entity; or
° to exchange financial assets or financial liabilities with another entity under conditions that are potentially
unfavourable to the entity; or

# a contract that will or may be seftled in the entity’s own equity instruments

All Financial Liabilities are subsequently measured at amortised cost using the effective interest method or at FVTPL.
Company has not designate any financial liabilities at FVTPL.,

(18.6.4.1) Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged,
cancelled or have expired. An exchange between with a lender of debt instruments with substantially different terms is
accounted for as an extinguishment of the original financial liability and the recognition of a new firancial liability.
Similarly, a substantial modification of the terms of an existing financial liability (whether or not attributable to the
financial difficulty of the debtor) is accounted for as an extinguishment of the original financial liability and the
recognition of a new financial liability. The difference between the carrying amount of the financial liabitity
derecognised and the consideration paid and payable is recognised in profit or loss.

(19) Write off

Loans and debt securities are written off when the Company has no reasonable expectations of recovering the financial
asset (either in its entirety or a portion of it). This is the case when the Company determines that the borrower does not
have assets or sources of income that could generate sufficient cash flows to repay the amounts subject to the write-off,
A write-off constitutes a de-recognition event. The Company may apply enforcement activities to financial assets written
off. Recoveries resulting from the Company’s enforcement activities will result in impairment gains.

(20) Share-based payment arrangements

Equity-settled share-based payments to emplpyees and others providing similar services are measured at the fair value
of the equity instruments at the grant date.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight-line
basis over the vesting period, based on the Company's estimate of equity instruments that will eventually vest, with a
corresponding increase in equity. At the end of each reporting period, the Group revises its estimate of the number of
equity instruments expected to vest. The impact of the revision of the original estimates, if any, is recognised in profit
or loss such that the cumulative expense reflects the revised estimate, with a corresponding adjustment to the equity-
settled employee benefits reserve. If a grant lapses after the vesting period, the cumulative discount recognised as
expense in respect of such grant is transferred to the gencral reserve within equity.

Equity-settled share-based payment transactions with parties other than employees are measured at the fair value of the
goods or services received, except where that fair value cannot be estimated reliably, in which case they are measured
at the fair value of the equity instruments granted, measured at the date the entity obtains the goods or the counterparty
renders the service.
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(21) Key accounting judgements and key sources of estimation uncertainty

The preparation of IND AS Reformatted Financial Statements in conformity with IND AS requires that the Management
of the Company makes estimates and assumptions that affect the reported amounts of income and expenses of the period,
the reported balances of assets and liabilities and the disclosures relating to contingent liabilities as of the date of the
Financial Statements. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates include useful lives of property, plant and equipment & intangible assets, expected credit loss on
loan books, future obligations in respect of retirement benefit plans, fair value measurement etc. Difference, if any,
between the actual results and estimates is recognised in the period in which the results are known.

(22) Earnings Per Share

Basic earnings per share is computed by dividing the profit / (loss) after tax by the weighted average number of equity
shares outstanding during the year. Diluted eamings per share is computed by dividing the profit / (loss) after tax as
adjusted for dividend, interest and other charges to expense or income (net of any attributable taxes) relating to the
dilutive potential equity shares, by the weighted average number of equity shares considered for deriving basic earnings
per share and the weighted average number of equity shares which could have been issued on the conversion of all
dilutive potential equity shares. Potential equity shares are deemed to be dilutive only if their conversion to equity shares
would decrease the net profit per share from continuing ordinary operations. Potential dilutive equity shares are deemed
to be converted as at the beginning of the period, unless they have been issued at a later date.

(23) Cash Flow Statement

The Statement of Cash Flows shows the changes in cash and cash equivalents arising during the year from operating
activities, investing activities and financing activities

The cash flows from operating activities are determined by using the indirect method. Net income is therefore adjusted
by non-cash items, such as measurement gains or losses, changes in provisions, impairment of property, plant and
equipment and intangible assets, as well as changes from receivables and liabilities. In addition, all income and expenses
from cash transactions that arc attributable to investing or financing activities arc eliminated.

Cash and cash equivalents (including bank balances) shown in the Statement of Cash Flows exclude items which are
not available for general use as on the date of Balance Sheet.

(24) Operating cycle for current and non-current classification

Based on the nature of products / activities of the Company entities and the normal time betveen acquisition of assets
and their realisation in cash or cash equivalents, the Company has determined its operating cycle as 12 months for the
purpose of classification of its assets and liabilities as current and non-current.
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(25) Asset Acquisition

For the year ended March 31, 2020, the purchase of the net assets is accounted on the appointed date mentioned in the
scheme of arrangement, wherein the purchase consideration has been allocated to the respective net assets at their

respective fair values.
(26) First-time adoption — mandatory exceptions and optional exemptions

For the year ended March 31, 2020, the Company has prepared the opening balance sheet as per IND AS us of April 1,
2018 by recognising all assets and liabilities whose recognition is required by IND AS, not recognising items of assets
or liabilities which are not permitted by IND AS, by reclassifying items from previous GAAP to IND AS as required
undér IND AS, and applying IND AS in measurement of recognised assets and liabilitics.

However, this principle is subject to the certain exception and certain optional exemptions availed by the Company as

detailed below.
1. The Company has applicd the derecognition requirements of financial assets and financial liabilities prospectively for

transactions occurring on or after April 1, 2018.

2. The estimates as at April 01, 2018 and at March 31, 2019 are consistent with those made for the same dates in
accordance with previous GAAP.

3. The Company has determined the classification of all instruments in terms of whether they meet the amortised cost
criteria or the FVTOCI criteria or FVTPL criteria based on the facts and circumstances that existed as of the transition

date.
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For the year ended March 31, 2021, March 31, 2020 & March 31, 2019

{Currency : ¥ in lacs)

2, Corpurate Information

UGRO Capital Limited (*the Company”) & ty known as Chokhani Securities Limited, is a public limited company domiciled in india and incorporated under the
provisions of Companies Act, 2013 The Company is a non-deposit taking Non-Banking Fi ial Company (“NBFC") as defined under Section 45-IA of the Reserve
Bank of India Act, 1934 The Company is registered with effect from March 5, 998 haviog Registration No A-13 00243 The Company is d in the b
of lending and primarily deals in financing SME and MSME sector with focus on Fealth Education, Chemicals, Food Pr ing/AMCG. Hospitality, Electrical
Equi & Comp Auto Comp and Light Engineering seg

As per the Share Purchase and Transfer of Control Agreement dated December 31, 2017 signed by the hile p of the Company, agreeing to cede

control over the management and transfer of their sharcholding in the C pany to Mr. Shachindra Nath and Poshika Advisory Services LLP (collectively referred to

"), the irers have acquired control of 2,140,800 shares of the Company from the exiting promoters on July 05, 2018 afier receiving RBI approval

LYy
as "Acq ql

which is effective from June 22, 2018
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3. Cash and cash equivalents
Partculars As at March 31, 2021 As at Mareh 31, 2020 As at March 31, 2019
Cash on hand - - I 53
Balances with banks
- in current 6.764 51 874.64 18.404 64
- in fixed o with banks (ociginal maturity less than 3 h 5.601 04 - 13.680 81
12.365.55 874.64 32,086.98
4. Bank balances ather than cash and cash equivalents
Particulars As at March 31, 2021 As at March 31,2020 | Asat March 31, 2019
Unclaimed dividend on equity shares | 43 143 1.52
| Fixed depouits with banks (original maturity between 3 to 12 nionths)® 201414 320.54 13 653.46
Fixed deposits with bank (original maturity more than 12 months)* 17,034.33 13.359.13 14,165 16
Cash collateral® 189.09 410.2} -
19,238.99 14.091.32 I7.820.15
* Earmarked balances of 2 871.2) lacs (March 31, 2020 - 2 Y87.00 lacs & March 31,2019 - 2 5 W lacs ) (Reter Note 46)
S. Trade receivables
Particulars As at March 31, 2021 As at March 31,2020 | As at March 31, 2019
Receivables =]
Unsecured considered good 35777 657.93 232 00
357.77 657.93 232.00

1. The average credit period ranges between 1 to 3 months.
2 The Comp trade receivabl

3 Expected cr;dit loss on trade receivables: The Company applics the simplified PR
| credit loss for trade receivables, as applicable

IndAS 109 The Company is

izing lifetime

at amortised cost Trade receivables are measured at transaction price
h for jon of

4 The canrying amount of trede receivables approximates the fair value because of their short tarm nature

5 The average ageins period ranges between | to 3 months.

6 There are no duc by directors or other officers of the Company or any of them either severall

companies respectively in which any director is a partvier or a director or = member.
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Naotes furming purt of the IND AS Reft d £l ial 8t

Kor the year eaded March 31, 2021, March 31, 2020 & March 31, 2019

(Currency : ¥ in lacs)

B. Other financial assets

Particutars
Seeuri d ts
Sale of mutual find receivable

Indemnified assels

9. Current rax assets {net)

Particulars

Current tax assets
Advance Tax

Total A

Current tax liabilities
Income tax bleas  minimum alternate tax
Net A-B

10. Deferred tax sssets {net)

Particulars
Deferred tax assets
Provision for com
Provision for  atuity
Deferred revenue income - ocessin fees allowed unfront in
Provision for im  “rment Josses on financial instraments

ted absence

Leasc rentals under IndAS 116

Prgliminery . se

Em!  stock “onsscheme di nses disall
Unntilised mini \ 1ax credit eatitl

Income tax losses canied forward

Others

Total {A

Deferred tax linhilities

Difference in written down value of . antand ui entandintan
Receivable On EIS DA

Unrcalised  in on inv

“d fees / charues on debi scourities allowed ront in income ax
idfees/ch  eson borrowin  allowed u front in income tax

Deferred loan sourcing cost allowed nt in incone tax
Towal B

Net (A-B)
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As at March 31, 2021

323.11

As at March 31,2621

926 44
926.44
[PENE]

As at March 31, 2021

4975
2071
35833
746,06
7199
132,50
248 64
926 44
274892
2888
533222

157.79
2227
39

113 61
36112
379.97
1.033.67
4.293.55

As at March 31, 2020
197.7t
413044
4.000 00
8,328.15

As at March 31, 2020

44345
44348

LT

As at March 31,2020

4090
1466
195.07
291.50
5623
1516
18048
44345
1,391 00
154
2.629.99

23,26

3683
10.70
127.44
275.48
473.68
156.31

As at March 31, 2019

4,000,00
4,165.32

As at March 31, 2019

147,14
147.14
149.07

As at March 31, 2019
13.19

597
2256

7.29

3994

oa°°

\’\M | TGO

n
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UGRO CAPITAL LIMITED
(formerly known us CHOKHANI SECURITIES LIMITED)
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Notes forming part of the IND AS Reformutted Fis jrsl St [(x

For the year ended March 31, 2021, March 31, 2020 & March 3 i, 249

(Currency : ¥ in lacs)

12, Right of use asset

Particulars As at March 31, 2021 As at March 31,2020 | As at March 31, 2019
At cost st the beginning of the vear 1,854.97 1.794.60 -
Remncasurment of Assets 2421 -

Additions during the year 92 10 60 37 1.794 60
At cost at the end of the year 1,971.28 1.854.97 1,794,560
Accumulated depreciation ss ot the beginning of the vear 510,96 166.94 -
| Depreciation for the year 366.01 344 02 166 94
Accumulated deprecistion ss at the end of the year §76.97 £10.96 166.94
Net carrying wmount a5 at the end of the year I.al_.ll I.M-i.ﬁ 1,627.66
13. Intangible assets under development

Particolars As at March 31,2021 | AsarMarch 31,2020 | AsatMarch 31,2019
Softwares 38841 9396 1.086.58
Total 38841 93.96 1,086.58

3 i
] ( |92
2 4 <
=, ~ ff
\%\\,__._Z;r e
%%, [
Lo s
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(formerly known as CHOKHANI SECURITIES LIMITED)
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Notes forming part of the IND AS Reformatted Financial Statements (Continsed)
For the year ended March 31, 2021, March 31, 2020 & March 3 1,2019

(Currency : ¥ in lacs)

6. Loans
Particulars As at March 31, 2021 | Asat March 31,2020 | As at March 31, 2019
Loans at amortised cost
{A) 3
Supply chain receivables 18,660.24 16,548.03 1,166.89
Term loans 111.770.33 67.733.73 6.741.57
Loans to employees 11.95 4.23 5.39
Total Gross Loans 130,442.52 84,285.99 7,913.85
Less: Impairment loss allowance 2.562.00 1,047.80 24.38
Total Net Loans 127,880.52 83,238.19 7,889.47
{B)
Secured by book debts 23.457.14 24,815.34 5,935.76
Secured by property 56,383.46 33,959.68 1.400.85
Sccured by machinery 7.089.63 138.30 -
Unsecured 43,512.29 25,372.67 577.24
Total Gross Loans 130,442.52 84,285.99 7,913.85
Less: Impairment loss allowance 2,562.00 1,047.80 24.38
Total Net Loans 127.880.52 83,238.19 7,889.47
[(84)
Loans in India
Public sector - - -
Others 130.442.52 84,285.99 7.913.85
Total Gross Loans 130,442.52 84,285.99 7.913.85
Less: Impairment loss allowance 2.562.00 1,047.80 24.38
Total - Net (a) 127,880.52 83,238.19 7,889.47
Loans outside India (b) - - -
Total - Net (a)+b) 127.880.52 83,238.19 7.889.47
Note : .

1. There are no Loans due by dircctors or other officers of the Company or any of them either severally or jointly with any
other persons or amounts due by firms or private companies respectively in which any director is a partner or a director or a
member.

2. Underlying securities for the assets secured by tangible assets are property, machinery and book debts.

3. Impairment loss allowance as on March 31, 2021 & March 31,2020 includes % 295.59 & % 331.00 lacs respectively on
account of expected impact of COVID 19 pandemic on loan portfolio.

4. Moratorium : The board of directors of the Company in its meeting held on March 30, 2020 approved a policy to extend
moratorium as per RBI Circular RBI/2019-20/186 DOR.No.BP.BC.47/21.04.048/2019-20 dated March 27, 2020 the
payment holiday — COVID-19 Pandemic, as per the assessment made by the management under the policy the payment
holiday was extended to all the customers of the Company basis the broad based survey conducted across Company’s
customer base which necessitated the need of providing this relief.
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UGRO CAPITAL LIMITED

(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH993PLCO70739

Notes forming part of the IND AS Reformaited Financial Statements (Continued)
For the year ended March 31, 2021, March 31, 2020 & March 31, 2019

(Currency : ¥ in lacs)

7. Investments

Particalars As at March 31,2021 | As at March 31,2020 | As at March 31, 2019
Tnvestments - at fair vaiue through profit
and loss gecount d

Mutual funds (unguoted) 4.014.54 7.250.81 10.678.86
Debt securitics 1,508 21 - -
Total ~ Gross 5,522,75 7.250.81 10,678.86
Investments in [ndia 5.522.75 7.250 81 10.678.86
Investments outside India - = 2
Total — Gross 5,522.75 7.250.81 10,678.86
Less: Impairment loss allowance - - -
‘Total — Net 5,522,75 7,250.81 10,678.86
Note :

1. For valuation methodology Refer Note 48.

2. For dividend received on investments Refer Note 25.
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UGRO CAPITAL LIMITED

(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MHI993PLC070739

Notes forming part of the IND AS Reformatied Financial Statenents (Continued)
For the year ended March 31, 2021, March 31, 2020 & March 31, 2019

(Currency : Tin lacs)

14. Other intangible assets
Particulars As at March 31,2021 | As at March 31,2020 | As at March 31,2019
Software :
At cost at the beginning of the vear 2,095.18 - -
Additions during the year 877.61 2.095.18 -
At cost at the end of the year 2,972.719 2,095.18 -
Accumulated amortisation as at the beginning of 255.84 - -
the year
Amortisation for the year 654,93 255.84 -
Accumulated amortisation as at the end of the 910.77 255.84 -
year
Net carrying amounts as at the end of the year 2.062.02 1,839.34 -
15. Other non-financial assets
Particulars As at March 31,2021 | As at March 31,2020 | As at March 31, 2019
Advances to vendors and emplovees 410.07 77.02 15.77
Goods and service tax input credit receivable 468.40 291.70 244.40
Prepaid expenses 215.14 196.74 127.05
Prepaid rental charges - 74.88 21.98
Deferred staff loan cost 0.30 0.72 1.30
Totsl 1,093.91 641,06 480.50
16. Payahles
Particulars As at March 31,2021 | Asat March 31,2020 | As at March 31, 2019
Trade payables
Micro and small enterprises (Refer Note 43) 0.01 10.14 -
Due to others 735.93 1,039.00 90.50
Other payables
Micro and small enterprises (Refer Note 43) = = -
Due to others
~ Accrued employee benefits 232.65 371.36 501.26
= Payable to Customer 54.71 -
Total 1,023.30 1,420.50 591.76
r.wj"é"".': = 5
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UGRO CAFPITAL LIMITED
(ormerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MHI993PLCO70739

Noles forming part of the IND AS Reformutted Financial Statements {Continued)
For the vear endid Muarch 31, 2021, March 31, 2020 & Murch 31, 2019

{Currency : ¥ in lacs)

17, Debt securities

Particnlars As at March 31, 2021 As at March 31, 2020 As at March 31, 2019
At amortised cost Total Atamortised cost Total Atamortised cost| . Total
3, Secured
Redeemable non convertible deb 24.670 81 24.670 81 5009 41* 5.009 41 -
b. Unsecured
Commercial Paper 5.269 88 5.269.88 - = 3
Toml 29.940.69 29,940.69 500941 5.009.41 -
Debt securities in India 29.940.69 29.940.69 500941 5,009 41 -
Debt securities outside India - - - . -
Totsl 29,940.69 29,940.69 5.009.41 5,009.41 -
Secured 24.670.8] 24,670.81 5,009.4) 5,009 41 -
-Unsecured : 5.269.88 5,269.88 - - -
Tatal 29,940.68 29,940.68 5,009.41 5,009.41 -
Sccurity and other terms of debt security :
(i) Terms of repay (repay schedule ioned below includes principal ontstanding) as on March 31, 2021:
Rate of Interest O-12months| 12-24 monthy | 24-36 mon 36-60 Total
6.75 - 8,99 % 5.600 00 - - - 5.600.00
9.00 - 10.99 % 10.000 00 6.500.00 5.000.00 - 21,500.00
11.00-1300% - 833.33 83333 83333 2,500.00
Total 15,600.00 7.333.33 583133 833.33 29,600.00

(i) Terms of repavment (repayment schedule mentioned below includes peincipal outstanding) as on March 31, 2020:

1 [0:12 moaths[ 12-24 months | 2436 months | 3660 manihs Total
6.75-899% - - E - -
9.00-10.99% = F - 5 =
1100-13.00 % S 000 00 - - - s,ooo.o_g_
Taotsl - » - - 5,000.00
* IS0V details
Particulars As at March 31, 2
Debenture 1SN INES83DO701 8
Units 500
Amount 5,000
Security provided Exclusive charge by way of hypothecation on the standard asset portfoli

of receivables|
[ Charge Liot
of interest i 11.50¢
Contracted matritv date November 03, 2020%%

**The non convertible debentures were redecmed on April 13, 2020 as per the terms given under disclosure documents dated September 26, 2019
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UGRO CAPITAL LIMITED

(formerly known as CHOKHANT SECURITIES LIMITED)

CIN:L67120MIT1993PLCO?6739

Notes fornring part of the IND AS Reformatted Fi

(Continued)

For the yeor emded March 31, 2021, Murch 31, 2020 & March 31, 2019

{Currency : T in lacs)

18. Borrpwings (other than debt secnritics)

Particulars As at March 31, 2021 As at March 31, 202¢ | As at March 31, 2019
At amortised cost Total At amortised cost Total At amortised cost Total
{a} Term loans
From banks 18.223.33 18.223,33 1.567.65 2,567.65 973.60 973 60
| From other parties 2170207 2370207 10.463.32 10.463 32 - -
From liabilities arising out of 1,616.85 1,616 85 4,179.50 4,179 50
securitization transactions resulting into
cecording of borrowings = —
[b) Loans repavable on demand
Cash credit - - 993.10 993 10 - -
Bank overdraft 4.086.54 4,086.54 2,240.89 2.240.89 - -
Total 46.628.79 46.628.79 20.444.46 20.444.46 973.60 973.60
Borrowings in India 46,628.79 46.628.79 20,444.46 20.444 46 973 60 973 60
Borrowings outside Indin - = > = = =
Total 46,628.79 46,628.79 20,444.46 20,444.46 973.60 973.60
Secured 45254 08 45,254 08 17.853.08 17.853 08 973.60 973 60
Unsecured 137471 1374 71 2.591.38 2,591 38 - -
Total 46,628.79 46,628.79 20.444.46 20,444.46 973.60 973.60
Security and other terms of loan are as follows :
(8) Rate of interest of cash credit is 10 78% per annum pertaining to March 31, 2020 and d by way of hypoth on the standard asset portfolio of

receivables.

(b) Rate of interest of over draft is 8 60% per annum & 9 35% per annum pertaining o March 31. 2021 & March 31, 2020 respectively and secured against fixed

deposit

(c) Term loans from banks and other parties are securcd by way of exclusive charge on hypothecation on the standard asset portiolio of receivables However in
some of the borrowing made from financial institutions the Company has provided bank fixed deposit and cash collateral (Refer Note 46}

(d) For liabilitics arising out of securitization transactions resulting into recording of borrowings credit enh provided through fixed deposits and loan
receivables
iyt N
S
o
¥
3
&
:?;
L
i . o
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UGRO CAPITAL LIMITED

(formerly known as CHOKHANI SECURITIES LIMITED)
CIN:L67120MHI993PLCO70739

Notes forming pari of the IND AS Reformatted Fi

ial Siat

(Continued)

For the year ended AMearch 31, 2021, March 31, 2020 & March 31, 2019

(Cumrency : ¥ in lacs)
18. Borrowings (Continued)

() Terms of repayment of term

loans

d below

T

(i) Terms of repayment (rep

unamortised borrosving cost) as ot March 31, 2021

Redeemahle within
(Payable in monthiy

0-12 months

12-24 months

24-36 months

36~60 months

Total

#4 For Banks :

Rate of Interest 8.74 % to
12,00%*

5,763 63

5,656 27

4,946 00

2,15972

18,525 62

# For Other Parties :

Rate of Interest 06 57 % to
12.75%¢ =41 £
For liabilities arising put

of securitization
transactions resolting into
recording of borrowings :

10,078 59

8,961 55

3,965 72

23,005 86

Rate of Tnterest 10.00 % to
10.48%*

1,330 02

31938

1,649 40

Total

17,172.23

14,937.19

8,911.72

2,159.72

43.180.87

™

(i) Terms of

pay ATep,

"y

mentioned below excludes unamortised borrowing cost) as on March 31, 2020

Redecmable within
(Payable in monthly
installments)

0-12 menths

12-24 months

24-36 months

36-60 months

Total

## For Banks :

Rate of Interest 10 78 % to

1275%"

1,19286

1,23071

19395

2,617 52

# For Other Parties :

Rate of Interest 11 75 % 1o
12 00%*

6,869 94

2,22201

1,346 51

10,638 46

For Habilities arising out
of securitization
transactions resulting into
recording of borrowings :

Rate of Interest 10 00 % o
10.48%*

2,360 32

1,618 50

23101

426083

Tota)

10,423,13

5071.22

2,022.47

17,516.81

(iii} Terrns of repaymeni (repayment

h

et

d below

ik,

unamortised borrowing cost) as on March 31, 2019:

Redeemable within
(Payable in monthly
installments)

0-12 menths

12-24 months

24-36 months

36-60 months

Total _{

## For Banks :

Rate of Intetest 11 50%*

250.65

33333

33333

8333

1.000.64

hly for reporting purpose

*Rate of interest on term Joans

idered annuslised payabl

(F) The rate of interest for the variable borrowings is linked to lender base rate (+) / (<) spread for borvowing made from financial institutions(#) Similary for
variable borrowing from banks(##) linked to external benchmark rates like T-bill, banks base rate, repo rates, MCLR. ete (+) / (=) spread The above categorisation
is based on the intevest rates prevalent as on the respective reporting dates
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UGRO CAPITAL LIMITED

(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLCO70739

Notes forming part of the IND AS Reformatred Financial Statements (Continued)
For the year ended March 31, 2021, March 31, 2020 & March 31, 2019

{Currency ; ¥ in lacs)

19. Other financial Habilities

Particulars As at March 31,2021 As at March 31,2020 | Asat March 31,2019
Unclaimed dividend payable on equity shares 143 1.43 1.52
Others pavables :
Collateral margin moncy received 199.67 219.81 3385
Deferred consideration on direct assignment 156.87 95.63 -
Lease ligbilities 1,340.97 1.545.55 1,732,15
Book Overdraft 30.19 . -
Other pavables . 8.45 -
Total 1,729.13 1.870.87 1,767.52
20, Provisions
Particulars As at March 31, 2021 Asat March 31,2020 | Asat March 31, 2019
Pravision for emplovee benefits :
Provision for eratuity (Refer Note 40b) 71.14 52,70 21.46
Provision for compensated absences 170.85 147.02 47.41
Total 241.99 199.72 68.87
21. Other non fimancial liabilities
Particulars As at March 31, 2021 As at March 31,2020 | Asat March 31,2019
Statutory dues pavable 137.64 148.93 132.39
Deferred payment liabilities - - 23.95
| Total 137.64 148.93 156.34
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(formerly known as CHOKHANI SECURITIES LIMITED)
CIN:L67120MH1993PLCH70739

Notes forming part of the IND AS Refe d Financial At “ontinued)
For the year ended March 31, 2021, March 31, 2020 & March 31, 2019
{Currency . R in lacs)
22, Equity
2. Details of authorised. issued ssd subscribed share capital :
Particulars As at March 31, 2021 As at March 31. 2020 As 3t March 31, 2019
Nu. of Shares Amount No. of Shares Amoant No. of Shares Amount

Authorised capital =

ity shafes of ¥10 each 81,500.000 8.150 00 81.500.000 2.15000 81.500.000 8,150 00
Preference shlis;_ofﬂﬂ each 20.500.000 2,050 00 20 500000 2,050 00 20.500.000 205000
TIssued, subscribed and fu id v

itv shares of T10 each, fully paid 70.52B.550 1.052 86 70528550 7.052 86 23,331,482 233315
Total 70,528,550 T051 86 70,523,550 7.052.86 13,331,482 233315

Note:
During the year ended 31 March 2019, the authorised share capital of the Company was d vide approval of equity shareholders from ¥ 600 00 lecs to T 10,200 00 lacs divided
mw!B.ISOOOImofaquitydmsmldtz.osooolmsufpnfnumumu

b. Reconcifintion ef number of shares and amonnt wistunding at the boginning and at the end of the year s

| Particulars As »t Mareh 31, 2021 As i March 31, 2020 As ot March 31, 2019
No. of Skares Armiount No. of Shares Amsant No. of Shares Amount
| Shares outstarding af the beginning of the vear 70,528 550 705286 33331432 2333.15 4,698 500 469 85
Add: shares issued during the vear * - - 13.565.851 1,356 59 10.647.523 1.064 75
Add ; converted during the vear - -
From compulsorily convertible preference shares ** - - 13.837210 138372 4,497,087 00 449 71
From compulsorily convertible d:benEE" - - 13.837.210 1.383 72 3 488 372 00 348 R4
|Frum compuisorily convertible warmants®® - - 5,956,757 595 68 - -
[Outstandiag xt the end of the vear 70,578 530 7,052.86 70.528 530 7.052.86 23331481 133315
*During the year ended March 31 2020 the Company has allotted F,35,65.891 equisy’ shares of T 10 cach for constdesson of 2 §7.500) lacs on preferential basis
“*During the year ended March 31 2019 the Company had sllotted 1,73,25,582 Isory ible deb of T 10 each for consideration of T 22,350 lacs on preferential basis
Out of which during the year ended March 31 2020, the Company has converted 1,38,37.210 (March 3| 2015- 34,88.373) Isorily ible deb into equal mumbers of
equily shares
*¢ During the year ended March 31 2019 the Company had allotted 18,334,297 Isory convertible prefe shares of T 10 each for considerasion of ¥ 241,45 92 lacs on
preferential basis Out of which during the year ended March 31 2020, the Company has converied 1.38.37.210 (March 31 2019- 44,97,087) Isorily ible preft shares
into equat numbers of equity shares

** During the year ended Maich 31 2019, the Compary had allotted 87,33,785 warrants Out of which during the year ended March 31 2020, the Company has converted 59,56,757
{March 31 2019 - Nil) into equal numbers of equity sheres and balance stand forfeited
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¢. Rights, preferences and restrictions attached to shares:

The Conpany has only une class of equity shares haviny a face value of ¥ 0 each Each holder of equity shares is entitled to one vote per share Tn the event of liquidation of the
Company, the holders of equity shares will be entitled to receive remaining assets of the Company after distribution of all preferenual amounts, in proportion to their holding

d. Particutars of sharcholders holding more than 5% of the share capital ¢
Particolars As 8t March 31, 2021 As at March 31, 2020 As st March 31, 2019 |
No. of Shares % of blding No. of Shares % of holding No. of Shares % of halding
Newgues: Asia [nvestments TN Limited 15.116.279 2) 3% 15116279 2143% 1.279 059 548%
Clearsky Investment Holdings Pte Limited 15.116,279 2] 43%) 15.116.279 21 43%) 1.279.069 548%
DBZ (Cyprus) Limited 13,565.891 19 23%| 13.565 891 19 23%! - -
Samena Fidem Holdines 5,956,757 B 45% 5.956,757 R 45% - -
PNB Metlife Tndis Insorance Company Limited 42B.600 203% 1.428.600 103% 1.428.600 6 12%
Chhaut Investments Limited .320372 1 87% 1381372 1 96% 1433267 6 14%
Samena Special Situations Maritius .321.500 471% 3.321.500 471% 3,321,500 14 24%
Indgrowth Capital Fund 1 3.443.64( 488% 3.474.086 493%, 3488372 14 55%
Poshika Advi Services LLP 2,027 709 2.88%)| 3019817 4.28% 3.019817 1294%
Abakkus Growth Fund- | 1.078.00¢ 153% - - - -
Anand Ramakant Chokhani - - 87,186 0 12% 87.186 03M%
Ramakant R _Chaokhani HLUF - - 315.356 045% 315356 1 35%
Neelam R_Chokbani - - 9.253 0 01%| 29.500 012%)
Ramakant R Chokhani - - 225435 032%] 215,435 092%|
Tatal 62,375,027 88.44% 63017811 l?AS%l 15.897,171 68.11

¢. Shares reservation :

As at March 31, 2021 - 32,57,033 March 31, 2020 - 38,01,528 shares & March 31,2019 - 39,988,964 Shares were reserved for issuance as below

a March 31, 2021 - 32,57,033, March 31,2020~ 38,01,528 & March 31, 2019 - 35,30,759 shares of ¥ 10 each owards outstanding employee stock options granted
b March 31, 2021 - Nil , March 31, 2020 - Nil & March 31, 2019 - 1,38,37,210 shares of ¥ 10 each towards outstanding compulsorily convertible preference shares
€ March 31, 2021 - Nil , March 31, 2020 - Nil & March 31,2019 - 1,38,37,210 shares of € [0 each towards outstanding sorily convertible det

d March 31, 2021 - Nil, March 31, 2020 - Nil & March 31, 2019 - 87,83,785 shares ol 2 10 each towands outstanding convertible warrants

f. Objective for managing capital:
The Company maintains an actively managed capital base to cover risks inherent in the business and is meeting the capital ad Y requi as p ibed by Reserve Bank of India
IRBI} The adequacy of the Cormpany's capital is monitored usiny, among other meesures, the reyulaiions issued by RBI

F-43



UGRO CAPITAL LIMITED

(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MHI993PLCO70739

Notes forming part of the IND AS Reformatted Financial Statements {Continued)
For the year ended March 31, 2021, March 31, 2020 & March 31 , 2019

(Currency : T in lacs)

23, Other equity

Particulars As at March 31,2021]  As at March 31,2020| As at March 31, 2019
Compulsorily convertible preference shares - - 1.383.72
Share under issuance - - 17,500.00
Compulsorily convertible debentures - - 1,383.72
Money received against share warrants - - 3.250.00
Statutory reserve 2.110.47 1,535.92 1,145.55
Capital reserve 1,046.00 1,046.00 -
Securities premium account 77.673.44 77.673.44 53,327.22
Employec stock options scheme outstanding 853.86 648.75 300.01
Retained earnings 6.507.19 4,195.39 2,666.19
Total 88.190.96 85.099.50 80.956.41

Nature and purpose of reserves :

Statutory reserves ufs 45-1C of The RBI Act, 1934
Statutory reserve fund is required to be created by a Non-Banking Financial Company as per Section 45- IC of the Reserve
Benk of India Act, 1934. The Company is not allowed to use the reserve fund except with authorisation of Reserve Bank of

India.

Capital reserve

Capital reserve comprises of the amount received on share warrants & which are forfeited by

of call money.

Securities premium account

the Company for non-payment

Securities premium account is used to record the premium on issue of shares. The reserve is utilised in accordance with the

provision of the Companies Act, 2013,

Employee stock options scheme outstanding
The shares options outstanding account is used to recog

stock option schemes of the Company.

Retained earnings

nisc the grant date fair value of options issued to employees under

Retained earnings represents suiplus of accumulated earnings of the Company and which are available for distribution to

shareholders.

i
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UGRO CAPITAL LIMITED

(formerly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MHI993PLC070739

Notes forming part of the IND AS Reformatted Financia! Statements (Continued)

For the year ended March 31, 2021, March 31, 2020 & March 31, 2019

(Currency : T in lacs)

24, Interest income

Particulars For the year ended For the year ended-[ For the year ended
March 31, 2021 March 31, 2020 March 31, 2019
Interest on loans
- Loan portfolio 13,360.27 7.112.74 113.67
Interest on other financial assets
- Other financial assets 25.42 34.64 7.05
Interest on investment
- Interest on fixed deposits with banks 1,425.78 741.81 2,638.06
- Interest on bonds 1.38 - -
- Govemments bonds and other taxablc bonds - - 63.84
Total 14,812.88 7.889.19 2,822.62
25. Dividend income
Particulars For the year ended| For the year ended For the year ended
March 31, 2021 March 31, 2020 March 31, 2019
Dividend income on investment - 17.40 50.43
Total - 17.40 50.43
26. Net gain on fair value changes
Particulars For the year ended For the year ended For the year ended
March 31, 2021 March 31, 2020 March 31, 2019
Net gain on financial instruments at fair value
through profit and loss :-
On trading portfolio
- Gain on sale of investments 34.68 1,693.66 1,013.48
Total 34.68 1,693.66 1,013.48
| Fair value changes :
Realised 153.65 1,569.71 1.533.68
Unrealised (118.97) 123.95 (520.20)
Total 34.68 1,693.66 1,013.48
27. Other operating revenue
Particulars For the year ended| For the year ended For the year ended
March 31, 2021 March 31, 2020 March 31, 2019
Processing fees income 55.63 51.43 1.33
Other miscellaneous income 77.91 17.69 5.74
Total 133.54 69.12 7.07
28. Other Income
Particulars For the year ended| For the year ended For the year ended]
March 31, 2021 March 31, 2020 March 31, 2019
Marketing advisory fees - 220.00 -
Technology support fees 300.00 625.00 -
Web display fees 50.00 - 500.00
Incurance commission Income 2.77 - -
Total 3s2.77 845.00 500.00
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Uormerly knows as CHOKHANI SECURITIES LIMITED)
CIN:L67120MH1993PLCO70739

fal St

Notes fornting part of the IND A4S Reformatied Fi)

(Conti n

For the year ended March 31, 2021, March 31, 2020 & March 31 , 2019

{Currency : ¥ in lacs)

29, Finance cost

Pacticulars For the year ended For the year ended For the year ended
March 31, 2021 March 31, 2020 March 31,2019
Interest Costs
Interest exp on fi ial liabilities d ag
amortised cost:
(a) Interest oa berrowings
Interest on bocrowinys from banks and financial institutions 266299 83474 110
{b) Interest on debt securities
Interest on redeemable mon convertible debentures / Discount 1,602 43 308 59 -
on Commercial paper
(c) Interest an lesse linbilities
Interest on lease liabilities 171.20 198 48 103165
{d) Other i
Interest on other linancial liabilities 19.62 25 49r -
Total 4,456.24 1,367.30 104.75
30. Impairsnent losses on fi ial instr
Particulars For the year ended For the year ended For the year emﬁl
March 31, 2021 March 31, 202 March 31, 2019
Ou fi ial fnstr t ed st amortised cost:
Impairment on loans
Provision for cxpected credit loss 1961 71 1.023 41 24 39
Torai 1,961.71 1,023.41 24.39
31 Emph benefit exp
Particulars For the year ended For the year ended For the year ended
March 31, 2021 March 31, 2020 March 31, 2019
Salaries, other allowances and bonus 4,159 92 4211 33[ 2.118.94
Contribution to provident and other funds (Refer Note 40a) 120,18 93.03 34,00
Gratuity expenses (Refer Note 40b) 37.62 3127 2167
Staff welfa e expenses 9.87 3043 6.00
| Share based p to employees (Refer Note 41) 205.11 348 74 300.01
Total 4,532.67| 4,714.80] 2,480.62
32. tion and amartisation
Particulars For the year ended For the year ended For the year ended
March 31, 2021 March 31, 2020 March 31, 2019
Degpreciation on property, plant and equipment 152.96 139.49 11.39
Amortization on intangible assets 654.93 255.84 -
Depreciation on right of use asset 366 02 344 02 166 94
Total 117391 739.35 17833 |
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Notes forming part of the IND AS Reformatted Finaucial Statements (Continued)
Far the year ended March 31, 2021, March 31, 2020 & March 3 1,209

(Currency : Tin lacs)

33, Other expenses

Particolars For the year ended For the year ended For the year ended|
Marzh 31, 2021 March 31, 2020 March 31,2019
Rent expenses 9282 92.69 8103
Communication expenses 7104 95 31 565
Printing and stationery expenses 14 20 2396 12.63
Adverti and publicity exy 303 6.02 184
Directors sitting fees 123 38 141.00 87.00
Payment to auditor ** 4603 5).28 12.00
Legal and professional expenses 741 84/ 714.28 40423
Insurance expenses 46.82 10211 15.05
Rates and taxes expenses 256 35 256.31 91 20
Computer maintenance and software expenses 32039 403 78 4363
Marketing and brand promotion expenses 673 1125 3546
Power and fuel expenses 10 63 2096 562
Meeling and event expenses 14.91 20.10 459
Travelling, lodging and boarding expenses 3524 186 90 17021
Brokerage expensas 0,09 4.45 -2197
Miscelianeovs expenses 193.83 203.55 84.01
'CSR expenditare * 19.05 377 N
Total 1,996.40) 2.337.72 108411
** Paymen to auditor sncludes .
Particulars For the year ended For the year ended, For the year ended
Mavrch 31, 2021 March 31, 2020 March 31,2019
a_Stattocy audit 23,21 31.00 6.15
b, Limited review 15.77 15 00 525
¢ Certificalion matter 7.05 435 0.60
d. Out of pocket cXpenses - 0.93 -
Total 46.03 §1.28 12.00

* Corporate Social Responsibility

The Company is required lo contribute to corporate social responsibility activity as per CSR Rules under the Companies Act, 2013 During the
year ended March 31, 2021 Company has spent  19.05 lacs whereas required sum to be spent was ¥ 18 57 lacs. The amount is spent towards
Skill Training in Healthcare for Under-priveleged youth through NGO

The Company is required to contribute to corporate social responsibility activity as per CSR Rules under the Companies Act, 2013 During the
year ended March 31, 2020 Company has spent ¥ 3 76 lacs ont of required sum of € 4 22 lacs The amount is spent towards promoting gender

quality and emp ing women through NGO

34. Exceptlonal exp

Particalars For the year ended For the year ended For the year ended

March 31, 2021 March 31. 2020 Mavch 31, 2019

Recruitment fees for appointment of independent directors - - 140.38

Compensatory pavment {0 executives - - 135.45

Stamp duty and fees for increase in authorised share capital - . 90.84

- 366.67

Fotal
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Notes forming part of the INDAS Reformatted Financial Statements (Continued)
For the year ended March 31, 2021, March 31, 2020 & Marcit 31,2019

(Currency : T in lacs)

35. Earnings per share

Basic and diluted earnings per share |EPS| computed in accordance with Indian Accounting Standard (INDAS) 33

‘Earnings per share’ :

Basic EPS calculated by dividing the net profit for the year attributable to equity holders by the weighted average number of equity shares outstanding during the

year
Diluted EPS amounts are calcutated by dividing the profit attributable to equity holders (afier

aggrepate of weighted average number of equity shares outstanding during the year and the wei

conversion of all the diutive potential equity shares into equity shares

adjusting profit impact of dilutive potential equity shares, if any) by the

ighted average number of equity shares that would be issued on

Particulars For the year ended For the year ended|  For the year ended
March 31, 2021 March 31, 2020 March 31, 2019

Basic

Profit after tax [A] 287275 1,951 86 394.64
Weighted average of equity shares outstarding during the year (Nos ) [B] 70.528.550 66248.148 51.114.079
Basic earnings per share (T) JA/B| 4.07 295 0.77
Difuted

Profit after tax [A] 2.872.75 1,951.86 394.64
| Weighted average mimber of equity shares outstanding during the vear (Nos ) 70,528,550 66.248.148 51,114,079
Weighted average number of potential equity shares on account of employee stock options - 1,831,840 1,805,233
and share warrants

Weighted average number of shares outstanding for diluted earning per share [C) 70,528,550 68,079,988 52,919,312
Diluted earnings per share () [A/C] 4.07 2.87 0.75
Face value of shares (%) 10 10 10

36. Contingent liabilities and capital commitments:
a. Contingent liabilities

All tax related liabilities 1ill July 05, 2018 are covered by a deed of indemnity entered by existing promoters with etstwhile promoters Further, there are no other

contingent liability other than those covered under deed of indernity.

b, Capital commitments
Particulars As at March 31, 2021 | As at March 31, 2020 | As at Mareh 31,2019
Commitments not provided for
- Commitments related to loans sanction but undrawn - - 1.222.30
- _Commitments related 1o loans sanction but, partiallv undrawn 1.381 88 593 06 26030
- Amount of contracts remaining to be executed on capital account 47.00 188.12 306.79
Total 1,428.88 781.18 1,789.89

37. Operating segments

There is no separate reportable segment, as per the INDAS 108 “Operating Segments” specifi
segment only. There are no operations outside India and hence, there are no reportable geogra;

W

n_.a_’ ———
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Notes forming part of the INDAS Reformatted Financial Statements (Continued)
For the year ended March 31, 2021, March 31, 2020 & March 31, 2019

(Currency : ¥ in lacs)

38. Related party
&, List of retated parties and their relationship :
(i) Key managerial personnel (KKMP) :
- Executive Chairman & Managing Director
- Chief Executive Officer - (up to 05th July 2019)
- Whole Time Director & Chief Executive Officer
- Chief Financial Officer (up to 04th July 2019)
- Chief Financial Officer {up to 12th November 2020)
- Chicf Financial Officer (from 13th November 2020)
- Company Secretary

(ii) Enterprises over which KMP has control :
~ Poshika Financial Ecosystem Private Limited
- Poshika Advisory Services LLP

Transactions with related parties sre as enumerated below:

Shachindra Nath
Sunil § Sharma
Abbhijit Ghosh

Manish Chandrahas Parikh

Kalpeshkumar Ojha
Sandeepkumar Zanvar
Aniket Karandikar

Particulars As at March 31, 2021| As at March 31,2020/ As at March 31, 2019|
Transaction during the year

Expenses

Poshika Financial Ecosystem Private Limited

Advisory and fund raising charges - - 245738
Remuneration paid *

Shachindra Nath 269.35 31945 217.51
Abhijit Ghosh 136.52 302.26 323.48
Kalpeshkumar Ojha 65.04 117.69 49.67
Sandespkumar Zanvar 23.87 - -
Aniket Karandikar 23.83 32.11 12.85
*The above figures does not include provision towards gramity,
39.Expenditure in foreign currency

Particulars For the year ended For the year ended Far the year ended

March 31, 2021 March 31, 2020 March 31, 2019

Other expenses 0.87 1.30 -
Total 0.87 1.30 -
40. Disclosure pursuant to INDAS 19 ‘Employee benefits’

a. Defined contribution plans :

Particulars As at March 31, 2021] As at March 31,2020) As at March 31,2019|
Emplover's contribution to provident fund 84.44 68.81 33.99
Employer's contribution to national pension scheme 35.58 24.16 5
Employer's contribution to labour welfare fund 0.13 0,06 0.01
Total 120.15 93.03 34,00

5 :
::"&_\. g
e
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Notes forming part of the INDAS Reformatted Financial Statements (Continued)

{Currency : ¥ in lacs)

40. Disclosnre pursnant to TndAS 19 ‘Employee benefits’
b. Defined benefit plan

For the year ended March 31, 2021, March'31. 2020 & March 31. 2019

(Continued)

The following table sets out the status of the defined benefit plan as per the actuarial valuation by the independent actuary appointed by

the Company :
{i). The principal assumptions used for the purposes of the actuarial valuations were as follows :
Particulars Gratuity plans
As at March 31,2021| As at March 31, 2020| As at March 31, 2019

Discount rale 5.18%| 5.45% 7.50%

Expected rate of return on plan asset NA NA NA

Salary escalation 5.00% 7.00% 8.00%

Attrition rate 22.00% 22.00% 15.00%|

Mortality table Indian Assured Lives|  Indian Assured Lives| Indian Assured Lives

Mortality Moitality Moitality,
(2006-08) (200)6-08) (2006-08),
(if). Amounts recognised in the Statement of profit and loss in respect of these defined benefit plans are as follows :
Particulars Gratuity plans
As at March 31,2021 | Asat March 31,2020 | Asat March 31,2019

Service cost:

Current service cost 3475 29.66 21.67
Expected Contributions by the emnlovees - - -
Past Service Cost {Amortised) Recognised - -
Past Service Cost (Vested Benefit) Recognised - - -

Net interest expense 2.88 1,61 -

Components of defined benefit costs recognised in

Statement of profit or loss 37.63 31.27 21.67

Remeasurcment on the net defined benefit liability:

Actarial (gains) on defined benefit obligations (19.19) (0.03) {0211

Components of defined benefit costs recognised in

other comprehensive income {19.19) {0.03) (0.21)

Total 18.44 31.24 21.46

(iii), The amount included in the Balance Sheet arising from the Company's obligation in respect of its defined benefit plans is as

follows :
Particolars Gratwity plans

As at March 31,2021 | As at March 31,2020 | As at March 31, 2019
Present value of defined benefit obligation 71.14 52.70| 21.46
Net liability avising from defined benefit obligation 71.14 52.70| 21.46
(iv), Movements in the prescnt value of the defined benefit obligation is as follows :
Particulars Gratuity plans

As at March 31, 2021 | As at March 31, 2020 | As at March 31,2019
Opening defined benefit obligation 52.70 21.46 0.00
Current service cost 34,75 29.66 21.67
Interest cost 2.88 1.61 0.00
Remeasurement (gains) (19.19) 10.03) (0.21)
| Closing defined benefit obligation T1.14 52.70 2146
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Notes forming part of the INDAS Reformatted Financial Statements (Continued)
For the year ended March 31, 2024, March 31, 2020 & March 31, 2019

(Currency : ¥ in Jacs)

40. Disclosure pursuant to IndAS 19 ‘Employee benefits’ (Continued)

(v). Maturity analysis of the benefit payments :

Prajected beneflts payable in future years As at March 31,2021  As at March 31, 2020/ As at March 31, 2019
15t following year 0.41 0.30 0.11
2nd following year 0.37 0.27 0.11
3rd following year 12.70 0.25 0.11
4th following year 15,13 9.98 0.11
5th following year 12.87 11.89 4.34
Sum of years 6 To 10 37.21 34.24 17.01
Sum of years 1 | and above 16.45 19.08 21.32

The estimates of future sulary growth, factored in actuarial valuation, take account of inflation, seniority, promotion and other relevant

factors such as supply and demand in the employment market Such estimates are very long term and are not based on limited past

cxpericnce / immediate future. Empiticul evidence also suggests that in very long term, consistent hi

possible.

(vi). Sensitivity aualysis (defined benefit abligation) :

gh salary growth rates are not

Note -

The sensitivity analysis have been determined based on reasonabl

the reporting period, while holding all other assumptions constant.
The sensitivity analysis presented above may not be representative of the actual change in the projected benefit obligation as it is unlikely
that the change in assumptions would occur in isolation of one another as some of the assumptions may be correlated.

Furthermore, in presenting the above sensitivity analysis, the
the projected unit credit method at the end of the reporting peri
obligation as recognised in the Balance Sheet.
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Particulars As at March 31, 2021 As at March 31, 2020
Increase Decrease Inerease | Decrease
Discount rate (1% movement) (3.53) 3.83 (3.12) 3.42
Future salary growth (1% movement) 337 {3.21) 3.16 (2.98)
Attrition rate (1% movement) (2 05) 2.09 {2.24) 2.32
Particulars As at March 31, 2019
Increase Decrease
Discount rate (1% movement) 11.66) 1.85
Future salary growth (1% movement) 1.83 (1.67)
Allrition rate (1% movement) (1.03) 1.07

y possible changes of the respective assumptions occurring at the end of

present value of the projected benefit obligation has been calculated using
iod, which is the same method as applied in calculating the projected benefit
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMI TED)
CIN:L67120MH 1993 PLCO?0739

n

Notes forming part of the INDAS Reformatted Fi ial St fC

For the year einded March 31, 2021 o Muarch 31, 2020 & Murch 31, 2079

(Currency : ¥ in facs)

42. Leases (enfity as a lessee)

The Company as a lessee, recognises the right-of-use asset and lease liabili

applying cost model 1 ¢ right-of-use asset at cost less accumulated depreciation /impaimment losses

a, Right of use asset :

ty at the lease commenccment date The right-of-use asset is measured by

Particulars As at March 31, 2021 As at March 31, 2020 As at March 31, 2019
Office Premises :
At cost at the beginning of the year 1.854.97 1.794.60 -
Additions during the year 9210 6037 1,794.60
Remeasurment of Assels 2421 - -
At cost at the end of the vear 1,971.28 1.854.97 1,794.60
Accumalated depreciation as at the beginning of the vear 510.96 166.94 -
| Depreciation for the vear 366.01 34402 166.94
Accumulated depreciation as st the end of the vear R876.97 X10.96 166.94
Net earrying amounts us at the end of the yesr 1,094.31 1.344.01 1,627.66
b, Aniount nised fn Statement of Profit and loss :
' Particolars As at March 31, 2021 As at March 31,2020 | As st March 31, 2019
Depreciation expense for the vear on right-of-use assets 366.01 344 02 166.94
Interest expense for the vear on lease liabilities 24.47 198.48 103 65
ised in Statement of profit and loss 390.48 542.50 270.59

lacs)

The average leasc term for the rented office premises is ranging between 5 to 12 years

The total cash outflow on account of lease rental amounting for the current year ¥ 447,99 Jacs (March 31, 2020 T 445 44 lacs & March 31, 2019 : T 166.01

. Lease abilities :

Particalars As at March 31, 2021 As at March 31, 2020 As at March 31, 2019
Lease liabilities 1.34097 154555 1.732.15
Totwl 1.340.97 1.545.88 1.732.15
d. Mamrity analvsis of lease liabilities -

Particalars As at March 31, 2021 As at March 31, 2020 As at Mareh 31, 2019
Not later than 1 year 404.82 29410 24471
Later than | vear and not later than 5 vears 884 64 1.190.00 1.356.35
Later than $ vears 51.51 6145 131.09
Total 1.340.97 1.545.55 1.732,15

The entity has adequate liquidity for payment of lease liabilities The Cont
of respective leave and license agreement

pany regularly monitor and pays lease rentals on timely manner as per the terms

The Company has right to extend lease term as per mutually agreed terms laid down in respective leave and license agreemenl. The Company takes into

account effect of extended lease term while recording the lease assets and lease liabilities accordingly
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UGRO CAPITAL LIMITED
(formerly known as CHOKHANT SECURITIES LIMITED)
CIN:L67120MHI993PLC078739

Notes forming part of the INDAS Reformatted Fi il St (Contintied}
Far the veor ended March 31, 2021, March 31, 2020 & AMarch 31, 2019

L.

{Cumrency : ¥ in lacs)

43. Details of dues to micrv and small enterprises

The Company has seat confirmations to supplicrs to confirm whether they are covered under The Micro, Small and Medism Cnterprises Develoy Act
2006 (MSMED Act, 2006) as well as they have filled required memorandum with prescribed authorities Out of the confirmations sent to the parties, some
confirmation have been received till date of finalisativn ol Balance Sheet Based on the confirmations reccived, the oulstanding amounts payable to vendors

covered under The Micro, Small and Medium Enterp Develop Act 2006 are given below :

| AsatMarch 31,2021 | AsatMarch 31,2020 | AsatMarch 31, 2019

Particulars
1014 =

1. The principal amount remaining unpaid at the end of the accounting 00]

year

2 The interest amourt remaining unpaid at the end of the accounting -

year, i

3. The amount of interest paid by the Company in terms of section 16 of -

The MSMED Act, 2006, along with the amaunts of the payment made

to the suppliers beyond the appointed day during the year

4" The amount of interest duc and payable for the periad nf dciay i .

making payment (which bhave been paid but beyond the appointed day

during the year) but without adding the interest specified under The

'MSMED Act, 2006.

5 The amount of interest due and payable for the period (where the - -

principal has been paid but intercst under The MSMED Act, 2006 not

paid)

6 The amount of interest accrued and remaining unpaid st the end of -
hing yea

7 The amount of further interest due and payable even in the -

succeeding year, until such date when the interest dues as above are

actually paid to the small enterprise. for the purpose of disallowance as

a deductible expenditure nnder scction 23 of The MSMED Act. 2006

The balance of MSMED parties as at the end of the vear o 10.14
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UGRO CAPITAL LIMITED
(formerly knmen us CHOKHANI SECURITIES LIMITED)
CIN:LE7 120/ H 1993PLCOT7H73Y

Nutes furming part of the INDAS Reformaried Fil ial § {Continucd)
For the yvar exded March 31, 2021, March 31, 2020 & Marck 31, 2019

(Curency : 2 in lacs)

45. Finamcial risk management
The Company has cxposure to the following risks from financial instruments:

a  Credit Risk
b Liquidity Risk
[ Market Risk
d Operational Risk
The Company is exposed 10 a variety of risks such as credit risk, liquidity risk, market risk, operational risk, elc The Company has therefore invested in talent, processes
and emerging technologies for building advanced risk and underwriting capabilitics The Board of Directors has ituted a Risk M: C itee to addr:ss these
risks The Risk M: C 'S date mcludes periodic review of the risk management policy, risk | and of
the risk plan and mitigation of key risks The risk owners are accountable to the Risk Committee for ld:mﬁcmon, nssessmcm aggregation, repomng and
mnnrtnnng of risks The board of directors are responsible for providing overall risk oversizht, approving risk appetite. risk 1g¢ policies and fi ks ond
pi y ight for the d
{A) Credit Risk
Risk M: team is engaged in defimng a i ! ise wide risks and building a portfolio within the risk appetitc of the company The
effective management of credit risk requires the establishment of nppmprm: credit risk policies md The n- has compreh: and welldefined
credit policies across yarious businesses, products and segy which credit approval process for all b along with gurdelines for the

risks associated with them Credit underwriting i driven by a deep understanding af the selected segments, whieh farms proprietary risk models and approaches The
cunp:my leleves [ posxuve wcwrlwb-m'mr selection to source its business Same is done primarity through Analvties and survey Further the company has also
scorecards both statistical ancd expert The proposals are ised based on und ling of these {sub-sectors Fine
bal;mc: of sector knowledye, duta analytics, wuch wd feel and digita) process 1s used fer underwriting the proposals

Given the dynamic nature of the market, the credit policies are regularly reviewed and amended

Write off palicy :

Flnancml assers are vmnm nﬂ'enher pamallv or wy their entirety only when the Company has stopped pursuing the recovery Any subsequent recoveries are credited
W ¥ on fi in S of pmk' it nnd loss The write off decisions will be taken by management which would be based on suitable
Jjustification notes p by the responsible busi f team

Credit quality amalysls :

The Company's policies for camputation of expected credit boss (ECL) are set out below:

(A} ECL oa Losus and advances

ECL is computed for Ioans and Investments portfolio of the Company :

Loan portfolio =

UGRO Capital Ltd is primarily :nyx;cd mto SME lending and has segmented its lending portfolio based on the homogenous nature of group of borrowers

As a result, Portfolio S idered for ECL. ion for

Deflaition of default :

A defaull shall be considered ta have ocaurred when amy of the following criteria are met:
3) An assctis more than 90 DPD
b) [f one facility of borrower i1s NPA, all the facilitics of thaz borrower are to be treated as NPA

Significant increase tn credit risk (STCR) criteria :

(@) External credit rating going below investment yrade rating

(b) significant changes in the expected perft and behavior of the b , including changes in the status of b

(c) Other Qualitaive parameters *

- existing or forccast adverse changes in business, financial or economic conditions that are expected to cause a significant change in the borrower's ability to
ineet its debt obligations

- an acual or expecred significant adverse change in the regulatory, i, or lechnological envil af the sector that cesults in a significani change in the
sector’s ability to meet us debt obligations

(d) Any other qualitative parameter.

Definition of low eredit risk =

A case which has scores above cutoff norms as set by Company from time to time and curvent status s Stage [ is termed as low credit risk

Forward looking luctors

Forward looking factors are idered while d ing the sigmificant increase #n credit risk
Staging criteria :

Followiny staging criteria is used for losns :

(i} 0 - 30 days past due (DPD) as Stage 1.

(ii) 31- 90 DPD as Stage (T; and

(iii) owstanding > 90 DPD as Stage III

Any deviation to the above classification shall be approved by audit committee of the board (ACB)

'l
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LUGRO CAPITAL LIMITED
(formerly known as CHOKHANI SECURITIES LIMITED)
CIN:LS7120MH I199IPLCO70739

Notes forming par! of the INDAS Refo I Fis ol Sk {Continued)
For the year ended March 31, 202}, Mr.mh 34, 2020 & March 31, 7{"9

{Curency : T in lacs)

45. Finandial risk gement (Continued

Probability of Default (PD%)
PD are determined :Icpendmg on lhe mk profile of the poo! of loans based intermal rating models, credit bureau models, corporate ratmgs, specific market estimates

us applicable to the resp .

Lass givea default (LGD%)

Loss given default (LGD) represents recovery from defaulted assets H

LGD computation is based on Foundational-fnemal Rating Based (F-IRB) approach or basis cashflows from post default workout and collections, as applicable to
Tespective portfolio segments

LGDndelerrnlmdbuedelRB:woadrforStagelndSugaZ.forSugeSlmﬂnCnmpany i the cash flows d over a time period

Expmre at Default (EAD)

op at default reps the ding balance at the reporting date plus exp
following for EAD computation :
a On books principie exposure
b Accumulated intcrest exposure
¢ Excluding FLDG smount, if any
TTleCompmylcnvelymupnusmcolendmgwdmdwNBFCplmas,Inmanyof!hueddsthere|uFLDG|nd1efo|1nofFD(orqnvalcrl)orcorponte
guarmntee
In mich scenario, while amriving at EAD, FLIXG amount would be subtracted
lnus:ofddnnnmnnhmwmu.nfmewwmmsforbum“medmds:cuedlmmmdaydeOSphnmluedmslwwldbe

d drawd on itted facilities UGRO Capital Ltd has considesed

adjusted from FLDG, The interest jon to stop in % books for such assets as there would not be principal outstanding

(B) Undrawn exposure

In case of ECL on mndrawn exposure , lheEADuemnpm:dnﬁucmssdm:gmdltwnvemonﬁmr(ccﬂofSW-(pernenupuprucnhedlafksl)mdI’
month ECL is computed for alf unds pertaining to Stage | assets considering PD% and LGD% of the respective categories of loans snd advances

Applicable provisians for NBFC coversd under INDAS ; .
RBImderﬂmclwlxprmdeﬂnNBFCswhﬂ:mmmwnplymdﬂndnnAcmmmgSwﬂarda(NDAS)slmll as hitherto, continue to be guided by the

guidelines duly spproved by their board and as per TCAT guidelines for recognition of the i

Portfolio defanlt nnd loss estimates ;

To amive at an carly estimation of loss, an i ly developed methodology has been adopted
|)Fort=rm|omsﬂxemedmdmbmsmmmmmcuuhoknf=ﬂu'dmmd entities” cash in hand and losses incurred duringfimmediatety adler the Iockd:
period, to arTive at a projection of delinquency and loss

ii) For SCF portfolio, the is based on evaluati oflndmsbaslspersmllmluwmmndmedbyﬂnCmpmyoﬂ'mfmgmkeybuﬂm
aspects such as capacity utilization, production impact, fixed costs v/s cash flow.

iti) For onward lending , the estimates are based on client level assessment

i) For direct assignment, the estimates are based on pavtner assessment and high-level multipliers.
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UGRQ CAPITAL LIMITED
(fuemerly kmnen as CHOKRANT SECURITIES LIMITED)
CIN:L6T120MH 993 PLCO70739

Nutes furming part of the INDAS Refe d Financlal Si {(Continucd)
Far the year emded March 31, 2021, March 31, 2020 & Aarch 38, 2019

{Currency : ¥ in lacs)

45. Financial risk management {Contioued)

v .
Stape 1
enin balancesasatA - D1 2020 633,25
Chan exin the loss allowance dwrin re:
TransfertoS - | a
TransferloSta 2 {43387
ransfer to 3 669 50
Newloan o mued durin the  ar 920 10
(Ocher movements o aecount of 35474
M ment over
Closin  balunce us st March 31. 2021 1.197.28
cain balasccasatA il 01 2019 21356
Chan  in the loss Milownace durin the
Transfer to 1
Transfer to -2 .
Transfer to Sta e3 -
Newlanon o ~ dwe w41
Other movements o accobnt of e EAD 252
Closin  balunce a5 at Murch 31, 2020 63328
in balanceasatA 81 2013
Chan  in the loss allowance disrin  1he
rasferto el
ransfer to e2
ransferto St 23
ther movements on account of chanee in EAD)
Closin  balsmce us ut March 31,2019
Pariiculars Staxe 1
in balsnces asat A ", 2ne 277
es in the loss allowance d e r:
Transfer toSta e {
ransferto St 2
Trazuifer to 3
Write of T
Chan  due tb madifications that did not result in
New loan commuments ori “nated dwing the vear 360
e méveent] {ra aocok of w EAD an
Clusin balasce 25 a1 March 31 2021 369
in balencesasatA 01,2019
Chan esin the loss allowance durio  the vear :
Transferto St 1
Transferto Sta 2
Transferta§ . 3
New lgau cemmi tdd the
Other movements {on account of chan  in EAD)
Closin  balance as at March 31. 2020
ril 01. 2018
Cha in the fusx 2l 4 ° the
Trasferto S |
Transfer to Staue 3 -
Transfer to Stage 1

Neslomosi naedd the ear
Other mrvements on account of cha
balance us st March 31, 2009
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Stage

5210

30
4389
1656
ne2
11633

7503

(X2 ]

5267
1057
5210

Stage Purchased Management Total
originated Overla
credit inpaired
359.68 - 1,045.03
5660 1.00732
240 11} 2309
27000 270.00
191101 270.00 2.553.31
35968 - 1.023 76
- 309
359.63 - 104503
- - 24.36
€D .
AN
(s
2
LN
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UGRO CAPITAL LIMITED
(fnrmerly knnvn as CHORHANE SECURITIES LIMTTED)
CIN:L67120MH 1993 PLCO70739

£ 7 Py
F

Nutes forndng part of the INDAS Refi

For the year ended March 31, 2021, Mareh 31, 2020 & hMarch 31, 2019

{Currency : ¥ in lacs)

& Mavemen) in gress carvying smoyn) of advances s

Particulars

emin balance of ross

Chan csinthe rossca °  amount dwrin the ear;
Transfa w St + 1
fansferoS 2

msfertn S e3

i« ewloanori inated durin the

QOther movements (on account of chan ¢ in EAD)Y
Closin  balunce as ol March 31 2021

O in batanceof amountasst A A 01, 2019
Cha esinthe romse¢ amount durin the

Tranferin 8 e

TiansfertoS 2

Transferto Sta 3

New tun i nated duri ear

Other movermnents on account of ch inEAD)

nia balanceasatA 01,2018
im fhe loss atlowsnee 4 the

Transferto Sta

rfero§ e2
Transferto S 3
New loan ori inated duri  the
Other movernents on account of einEAD
Closin  balanee as at Marck 31 2019

45, Fi i risk g {Continwed)

D.Mevementin tugs commilments;

m baluance 25 ot " 2820
Chan  in loan romimitments doria ar:
Tamfero St 7

Trarsier to 2

Transfer to 3

New loan commitments  ° T othe
Orhar movements an aczount o' m EAD

balance as at March 31 2621
balanceasar A RY, 2019
Cha  es1a lnam commiiments durin the
Transferto St el
Tramfertodt 2
rastatiy ty e3
New loan eommiiments ori “nated durin_ the 'ear
{Xher roveients on accountofe e nEAD
Closin  balance as at March 31, 2020

cnin balamcessas A DI IME
a in luan commitments the

rarifertaSn 2
sanlfer o 3
New loxn comxnatments ori * ted dorm  the
Other mavamerts - account of ¢ inEAD
balance as at March 31 2019
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Stage 1

8237214
47

193242
RILS36 19
(34.41067)
125,998.34

7843.71

(117
7827004
3.740 200
82372.14

794371

| 381.88

593 9!
1 188

Stuge 2

I 207

64 58)
165152
52588
202360
.15439)
3.751.00

19.63

182070
1,820,714

1963

19.63

Stage Purchased or

originated
credit impa
817.76
1018) -
9.36) -
245830
2B6 61
498 21)
3.04d.42
mn
706 04
817.76
Sta n
138188
59391
1381.8%

Total

0.67

83.846 41
3 06326
132.793.76

80,796 78
{3.74951)

7 963.34



UGRO CAPITAL LIMITED
(formerly knoin us CHOKHANT SECURITIES LIMITED)
CIN:L671200MH993PLLC076739

s ot ed)

Nastes forming part af the INDAS Ref d Fi «
For the yeur ended March 31, 2021, March 31, 2020 & Adarch 31, 2019

{Currency : ¥ in facs)

i L. falio -
Nature of security against advances :
Underline securities for the assets secured by tangible assets are property, niachinery, plant & equipment and book debts The value of the collateral
for the below calculntion is taken et the date of loan nceplion

Advances (LTV band wise) :
As 2t March 31, 2021 Ag at March 31, 2020 As ot March 31, 2019
Gross Cumulative Gross Cumulative loss| Gross carsying| Cumulative
LTV ratin carrying loss. carrying allowance amonat of loss
amount of | aflowamce | samomatof advances allowance
advasces advances
Less than 50% 21,738 07 3249 10.583 87 65 66 - -
51% - 70% 21.10079 83 50 14,683 58 123 69 - .
71%-90% 17.935 08 2671 5.045.87 6707 - -
> 90% 28.256 9] 419%0 98 64 007 - -
As st March 31, 2021 As at March 31. 2020 As at March 31. 2020
Gross. Cumulative Gross Cumalntive loss| Gross carvying| Cumslative
carcying Tosy carrying allowance amouni of Toss
smonntof | aflowsnce | smountef advances allewance
sdvances | uwdvanees
L eus then 50% = 374 80 30,30 111 1 41 - -
T4 99 19 5 0 - - - -
> 90% 57993 89 59 = - = -

*There 15 no cnllateral repossessed by the Company during the vear
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UGRO CAPITAL LIMITED
(formerly knaen ac CHOKHANI SECURITIES LIMITED)
CIN:LSTIZ0MH IWIPLCOTYT3Y

Notee furming; part of the INDAS Refi { Pinancisl
Far the geur cudedd Misrch 31, 2021, Murch 31 2020 & Murch 31, 2009

(Currency | ¥ i facs)
45, Fimanclst risk munagemest (Cantinsed)

b. Eguidity risk

Liquidity risk arices from the Company s insbilify 1o mect its cash flow commivments on time Pradent liquidity risk management implics mainiainisg, su(Ticica stock of cask and markelable scourkics ond @aintaining
aafabifiny of standby funding through am sdequaic linc up of commitied credil facilities Our Treasury icam actisch manages 38sat and liabilin positions in accordance with the os crall guidclines laid down - the regulator im

the Assct Liabilily management framcwork Compam continwes 1o maintain posiihve ALM

on cither side of éae Balzace Sheot The Company contizmously mowilors liquidity in the market.

The Company s ALCO monitors assct iabitity mismaiches 1o cnsure that there are oo imi OF SXeLSSivE
and a3 2 pan of its ALCO siralegy .
Carrying amoun Gross Numina) Not later than Later thas sacm Lster chaa three Iater thaw ooy Jater than five,
moe  sadd not loter thum th munths sud ost wxd mut luter than 11
- thaa sme yeu
cial 1 -
Cash cach - valoms 11365 58 | 555 -
Bask belance olher than cagh and cash 19238 99 19.9%7 06 2410838 683516 -
Trade reeciables s s - -
Losss (352 161 04573 61522
I oamests s 603390 1 9795
Othey finaciol asseis ELl mn 2om
whicy
AVTrade  dbles
() total owtsianding ducs of micro entcrprises
2nd emall b
{IT) o1l ovisianding ducs of creditors ol than
micro and small )
B Otha
(1) tolal ouistaading dues of creditors ather than
seewrilies
238
[ sash fiywy ey, rmninritics fur Bnansial suress i Gl Sabllithcs o March 31, 2008 -
Particalers Carryinganuen Gress Nomin Nl latcr than Lsizr then ene m nter thum th later thas vue fater than five
moath  mnd st lator than Revonchy and not and aot later tha In
- than onc
Cashandcash - ivalems N7 4 e
Bank balamce other than cash andd cash 4491 31 3k 3
vivalents
Trade recoivables 5793 £793
*Losxs Rig I oxRdd
Investmonts 7230R( ? L1
fexazlaze B3R )4 13m0
-1) tatnl dcs of 4 rES
xd epanll .
+T1) total catsianding ducs of creduors other than 1,039 0% 1.064 5k 12329
iz - ond small '
B shles
‘ 37136
bR R
T8 45
k748

* Morsioriem status for e months of April 20 seef *Jan 20 hoa kren ken as on the date of siuning, the financial stawmen
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UGRO CAPITAL LIMITED
(formerly Rnownt us CHONHANI SECURITTES LIMITEIN
CIN:LATIZOMRIY9IPLCATIZ3Y

il Kt (Ce

Nates forming purt of the INDAS Ry d Fimauncial
Fr the yeur ended Muegh 35, 2024, Murch 31 2020 & Muech 31, 1Y

{Cumency : T in facs)

45, Financial risk munagement (Centinucil)

Usdisramaied cach foms he somractust mutmcities fior finach asectomd Snanddl Sehilitics 42 wt Starch 31, 19 -
Carrying Amount| Grusy| Nutlstor thow var| Later thim pec Inter than ¢ loter that onc vem| Uxter than five yearny
neminal) month| sud swt batcr than menths wad not s wist Ledc e Ui
month: than ane v
328898 Irrisdy EIRECLTS L2044 - - -
2782015 20033 19 4.098 %7 255218 HAT5H -
W Bzoy 3 8200 B -
ETCX ) Y1773 L 708 pECAAF] 4 1AE
LIGTE B 10 678 36 AL ATE R - - -
416352 4.163 32 - . A o ) [ELXE]
9050 9030 3H 8746 2 - -
50126 301 26 - TR - . -
973 60 (NIIET] ok 7 FEIS] R0 3
1,767 52 213007 349 731 amm LiThas 16828
Purticulars Currying Amoan Grexs Noatinal Liess thun enc yuur| Beiwren (= 5 yrary| wver S yran
wierSytan|
~oan commtimouts [oulliow ] - 593 a6 3 U6 - -
Camea 1 commutmanis (owtlion) - 12312 IRR.12 - A
Particatars Cxrrying Amooni| Grow| Less than anc veu| Between | - 5 years| overS yeary)
anminall
Loan commitments (oulllow} = i483 10 1483 10 = -
(Capital commiments foutflow] - 306 79 36, 7 - -
1 ther financial lacilities (infow) - 1 000 0o 1K1 = =
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UGRO CAPITAL LIMITED
: Kmount as CHOKHANI SECURITIES LIMITED)
CIN:L67120MR 1993 PIANINTIY

Notes forming pert of the INDAS Refi f Fimancial Sk (Lontis
For the year ciuted March 31, X2 March 31 2030.& farch 31, 2019

(Currency : Tin lacs)

The Company hay discloscit holiw imfermatinn us stuted io RBI/2015-208% DORNBFC {PD) CC. Ne.102/03.06,007/2014-29 dsicd november D4, 2019 that enobles marke! purticipunis te muke un informed
judgment abant the saundness of it lquidity risk munagement framewark aad Howidity positinn.

bused va

(i) Funding

( both depasits mnd borruwings ) :

mCmmnamwmum;;Wufmmm(NBFC) Thz Compam had not imvestcd in am public deposil

Amount| %ol

Taral Liabilities
71 26%

[ Sr e, T Humber o &y |
L L] | In | 4775477 |
* The amown sontrdered above cxchudzs anmontised bomowing cost

(H) Yap 20 large deposils ( scanwat in Ziacs and % of total deposhs ) =
The Company is 2 nioa deposit waking noa baaking e company (NBFC)

(ifi} Tap 14 borrowings (amount in € Jacs and % of toral burrewings) :

Particulars
Ti from ten demeders
Potcontage of barones (o ion Lendiors 40 total baevom mg. of the Com:
* The smount eanatdered shone ssledes emmnnred ferowing cost
Asg AS si Murch 39, 2009
Amooat % af telal Rabilities) Amnunt| % aof tetal Linbéliti
204528 216983
.46 34
24,620
614 RS
3 260 a8
TE5E8 4T
%% of
i i w0 T
T -1
() Stack Ratias :
(0) Commercial papers a1 a % of teind public fandn, tola? Eabilitics anil tetsl assets &
[Ferticotars Arst ai March 31,3030
% of total public| % of tetai Nabiliti % of tetul wssety] % of total public] % uf tetal Hebilihes] % wf totnl musets)
Tomls *| -
Commeteial panwss 538%! 701%| 3 0% - - -
Particalars As st Murch 3] 3015
% of telpubll| % of (atal Kabiliticn % af (otal
—ttt
| Commercial papers Ao, 0 00%) 0 0D%|

(b) Nen-cemvertihiz debentures (original maturity of les than anc yoar) as a

% of cutd public funds, total fiabilitics and tetal assetx :

inal rity of lecs than onc yeor) in current and previous years For the N

The Company does aot have b through
oplion iy excreaabls in cvery 3 months by Uhe debentere holder,

26 on March 31 2020, pit

wrm H ey a2 %3 o tolsl 0 .
Particulars As i March 31, 2021 As at March 31. 2028
% of toto] public] % of tutnl Kahili % il tutnl % of totad publie] % of totul Hubilitics] % of el
femals *| funis *
[Caal creda T on exdral Tasilitres EE 5 12%] 23%% 331% " 1@
[Farticalen
% of total pabic]
Rl
Cash credit/ overdralt facilkties 0 0%

The anount considered abore evehides unmortised borrow ing cost
* Total public finds compriscs of toizl cquity
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LUGRI CAPITAL LIMITED
Vormerly knenwn es CROKHANI SECURITIES LIMITED)
CIN:LS2120MH 1993PLOCO7RTIR

Notes forming purt of the INDAS Refi f Financiaf St {Continucd)
Fur the year embhed Mench 31 220 March 30, 2020 & March 34, 2019

(Curreney ¥ in lacs)

45, Financind risk management (Continued)

. Market visk 7

Market risk is the risk dhat the Sar vafve o fotwre cash Aows of financrl mstruments will Guciuate due o changes m market variabls such as mizrest rates: The Company dovs nor have any direct evposure to forzign currency

T Compasy primarih deploy funds in bank deposits and liquid debt securitics 25 9 pant of its liquidity management appraach The Company regularly revicws its average borrowing / kending cast inclading proportion of fived and
floating rate borrowings / loans so as to manoge the impact of changes in inten:st 1ates

Exporure o price risk :
The Compans 's vxposure to price risk arises from im estment hld by the Company and is classified in the Balance Shet through éir value thoough profic and loss account

Sensitivity :
The wblc below summariscs the inpact of increases / decreases of the NAY. Compam's mvestment of mutual faed schemes on profit for the period

As at March 31, 2071

46 )7 3 nd

G AT) [H] tml

Inderuss eate etk s

Interest mle risk is the risk wiwre changes in market isterest mtes might adversely affeet the Company’s financial conditions The interest rate risk can be viewed fiom below two perspectives
a Earmings perspectiic — changr: in nct interest income (NH) or net interest mangia (NTM) due to change in isterest eate

b Econamic valu perspectise ~ change in market vatug of the company duc to chenge in the compom s assets. liabitirics and off Balance Sheet positions duc to variation in intorcst i

The board has cstablished limits on the intervst rale gaps for stipulated periods. The management monitors these gaps on a regulus basis 1o cosure positions ane maintaied within the cstablished limits

The e of the te inleren: rate changes wt the end of the im wre a3 follsws : —
Pantituiars As 51 March 31, 2031 An st March 31, 2020, As st March 32,
Vanuhle rate bomsi 38331 47 14.209 ux | g
Fised ot borsami 46,533 94 LEATRTT > ]
iESETS 25875 1.800.00 |
A“tMEr:b.l!:mll A m March 31, 2030 As gt Merrh 31, 2019
[k II.JJ_""- 1£.30%
3 14,100 i [N
%] F AT (755
oo |
Particulars For the year ended Ma For the year ended March|  For the year ended Masch
3 3 a1, 2019
*iateresl e - mremse by 1% 262 85 B35
$lntereit mtc - deoreane B 1% (| [T 3%
* Impact on Statcment of profit and loss up to | year. bokling all other variablus constant
d. Operadenal Risk ‘
Opurationat risk is the risk of loss arising from systems Rilun:, buman crror, fraud o extemal events When controls £il to opatu effectily. opermtionsl rsksuncmscdamu\:lu ion, kave kgal or nugul
or lead o financial loss ‘m:cmmm:wmnhnmdmmmﬂmksmnmdcmnwwmcxmksmmﬂumml‘ k acd by monit and g Lo potential risks Contmkm:hdcm:h.r«
checker controts. cffective scgregation of dutics. acecss, P d seaff education and assessrment prosesses. such as th use of internal audit

During the vear the the Company has not come across any nmnu:nfﬁmd

Capitat Management ;

Conipany 's capitnl managemeat objective is primaviby 1o sofeyuard busimss contmaity The Company s capital raising policy is aligned to macro economic situation and incidertal risk fctars The Company ‘s cashflows ar regularly
monitored in syne with ancual operatiog plans and long-term and other strategic i plans The ional fanding i are met through debt and opcrating cash Bows gencrated The company bekicves this opproach
would ereate shantholder value in long rin Ako, the company kas adopeed a conscrvative approach for ALM management with primacy to adequatc liquidity At prosent a bnge portion of the compam s resource base is equity
Therefon: the company eajors & low gearing

‘The Compatty maintains ils capital structurc in ting with i itions and the risk ch isties of ite activities and the board reviews the capital pesition ou a regular basis

Gearing rathe ¢

{Portitulars 1 Acan 3 i

| The graring rutio of each date were b folluws -

*Dbe £} Mnas L] ;5

Cash ond bk batances A1) Pier Nowe 1) 12,348 55 A b 32,00 94

[Net debtrt- a5t TR i

Toual cuuity EETIE 5% YL
069 [ NA*

(et dch to equiey eatin
# Debt includes debt secoritis, borrow ings and keass Rabilitics
*° The Company had oot borrowed much in Financial 3 cer 201%-19 a5 comparcd to nacial sear 202(1-2) and also in carlicr years te Company had deplored funds i fixcd deposits of short term meture as compared 10 finamcial

sear 2020-21, hence the ratios arc not comparable
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{formerly known s CHOKHANI SECURITIES LIMITED)
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Notes forming part of the INDAS Reformatied Financial Statements (Continued)
Far the year ended March 31, 2021, March 31, 2020 & March 31, 2019

(Currency : ¥ in lacs)

46, Details of ull collateral nsed a5 security for liabilities

Particulars Carrying amount of fi ial assets pledged

As at 31st March, 2021 | As at 31st March, 2020 | As at 31st March, 2019
Assets type
Loans receivabie as collateral under lending agreements 84,052.22 22,131.21 2,221 83
Loans receivable as collatcral under PTC agreements 582.12 324.92 -
Cash collateral under lending agry 189 09 400.00 -
Fixed deposit (original maturity between 3 to {2 months) as 5202 -
collateral under lending asreements -
Fixed deposit (original matusity between 3 to 12 months) as 332136 312.00
collateral for liabilities arising out of securitization transactions
resulting into recording of borrowings -
Fixed deposit (original maturity more than 12 months) as 29774 275.00
collateral for liabilities arising out of securitization transactions
resulting into recording of borrowings -
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ormerly kniwn as CHOKHANI SECURITIES LIMITED)
CIN:L67120MH1993PLCOTH739

Notes forming part of the INDAS Refe { Fi il S (Continued)
For the year ended March 31, 2021, Murch 31, 2020 & March 31, 2019

(Currency : 2 in lacs)

47. Income tax
Table A The € ts of tax ¢ for the ended March 31, 2021 . March 31, 2020 & March 2019 ;
5 For the year ended| For the year ended| For the year ended|
£, it March31,2021]  March3), znzg] Marzh 31, 2019}
Statement of profit and loss ;
{8) (i) Profit and loss section :
Current income tax :
Tax for cunent year as per minimum altemate tax 48299 29631 147 14
Deferred tax :
- Tax expenise on origination and reversal oflunpnr_._r! differences {2.142 83) [1.916.38) (387,06}
Income tax e: d in the Statement of profit snd less 11,659.84) [1.620.07), 1239.92)
by Other comprehengive income (OCT) section :
Current income tax ©
Nt loss ot remeasuncinemt of defined benefit obfigations - - -
Deferred tax
Net loss on remeasurcarnt. of defined benefit obligations 549 0.01 (0.06]
| |tncome tax expense reported in the OCI seetion 5 0.01 {0.06)
Table B Reconciliation of effective tax rate:
For the year ended | For the year ended | Fer the year ended
i i March 31,2021 | March 31, 2020 I March 31,2009 |
1 Profit before tax [ PBT) 1,212.91 33179 154 72
2 Applicable ax raze” 29.12" 27 82 27.82%
5] PET * spplicable tax mic (1°2) 353.20 92 30 43.04
4(a) jons and continrencics 0ot slivweid undey income &
i)  |Provion for imy losses on finaccial i 4094 284 71 6
(i) [Prosision for gramity 537 8.70 Sz‘ﬂ
(i)  [Provision foc comp o abr 694 7.7 13 19)
Sub totul 453, 321.12 285
4(b) Adil: Nou dedwctible cxmense sngder incoms ¢
i) |Interest on TDS / penalty o011 0.14 00l
(i) Provision for share based payments to employees 59.73 180 48 4
(iii) Lease reqtals expense undes [ndAS 116 13 19} 27 004 2924
(iv} Preliminary exp disaflowed (gross) - - 20 22
) Booking of unrealised loss 34 65 - -
{vi) Others 584 099 002
Sub total 113.52 ] 208.62 49.43
4(c) L.58 : (ncome pet charsexble umder incos
0] Dividend income - (4.84) {14.03)
{ii) Booking of unrealised pain (34.48) (2.35)
(i} Capito] gaio on tax free bonds B (41.08)
Sub total (39.32) (57.43)
4D
(3] 156 53 172 51 22 56
Sub toral 156.53 17251 22.56
4¢)  |Less: Tz deductible cxpewies
(i) Tax benefit of preliminasy expense (62 69) (5.05) (5.05)
(ii)  |Upfront booking of b ing exp (329.07) (138.11) p
(#i) Upfront booking of loan sourcing cost {93 38) (268 19) {(729)
) Depreciation of property. plant and equipment and intangible assets 7384 (19.84) (3.66
Others (27 53) -] -
Sub tatal (438.83) (431.19, {16.81
4N = Fard tax Hssey unaer incime s
Brought forward tax losses set off during the year {637.66) {324.03) 67
Sub total (637.66) (324.03) 67.
L) Add :Tax foc current year a5 per minimitm alternate tax 48299 296 31 147.14
] Less :Unutilised minimum altemnate tax credit entitlement (482 99) (296 31) (147.14
T ‘Tax expense recognised during the yeor (Total 1 to 6) 0 00| 0 00} 0,
8 Effective tax rate -| .

* The applicable tax is the rate prescribed under the Income - tax Act, 1961
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47. Tocome tax (Coutinued)

F-72

C ts of deferred tax ussers and Hubffities rec  sed i the Balance Sheet ang Statement of and loss ¢
Particulars Balance Sheet
As wt March 31, As ut Murch 31,
2021 2020 As st Mareh 31, 2019
tax
Provision for sated abscnces 49.75 40 90 13.19
Provision for  tui 20.71 14 66 597
2888 1.54 055
Deferred revenue income - ocessin fees allowed  front in income tax 35833 195 07 2356
Provision forim  irment losses on financial instruments 746 06 29150 ° 6.78
Lease renals ex - seonder IndAS 116 71.99 5623 2907
Prelimi nse{ oss) 13250 15.16 2022
ESOS s¢s disellowance 24864 180.48 -
Unutilised minimum altemnate tax credit entitlement 926.44 443,45 147,14
Income tax losses carricd forwmd 274892 1.391.00 -
222 2,629.99 245.48
Diffcrence in written down value of property, plant and equipment and
intan “ble assets 157.79 2326 342
Receivable On EIS DA 227 -
Unrealised  “n / (loss) on investments 391 36.83
‘dfees/c._ . on debt sceurities allowed u..front in income tax 113.61 10,70 -
“d fees / charess on bormowines allowed unfiont iu incume tux 361.12 12741 | (7.52)
Deferred loan sourcin- cost allowed u income tax 37997 27548 729
1.038.67 | 473.68 § 554
4293.55 | 215631 239.94
Statement of t and loss and other com  hensive income
Particulars For the year ended  For the yearended  Fer the yeur ended
March 31, 2021 March 31, 2020 March 31, 2019
Provision for sated absences 885 2771 1319
Provision for  wi 6,05 869 597
2734 0.99 055
Deferred revenue income - ‘n feesallowed  frontin income tax 16324 17251 22 56
Provision for im t losses on financial instruments 454 56 284.7) 6.78
Lease rentals under IndAS 116 1576 2716 07
Prelimin ( ] 11734 (505) 2022
ESOS disallowance 68 16 18048
Unutilised minimwn altemate tax credit entittement 48299 29631
Income tax losses carried forward 1 5792 139100
2.702.12 245.43
Difference in written down value of property, plant and equipment and
intan “ble assets 13453 19 B4366652 342
Receivable On EIS DA 227
Unrealised enin / (loss) on investments 32, 34 48340196
‘dfees/char o debt securities altowed u front in income tax 10291 10669724739
id fees/ char s onbommowin  allowed u front in income tax 23371 1349326972 (7152
Deferved loan sourcin cost allowed  front income tax 104 49 2GR 1869963 729
Total (B} 564.98 468.14 14152
Deferred tax ex 1 (benefit) 13724 19163 3B87.00
Unrecognised deductible temp y differences, unused fax losses and unused teax credits :
Dedoerible « differences, unused tax losses and unmused tax credits for wiich na deferred fax nssets bave beenree  iscd are atiribatable to the following
Particul As st March 31, As at March 31,  As at March 31,2019
2020
Tacome tax losses :
AY 2015-16 (Ex - AY 2023-24) 3,573 56
AY 2016~17(Ex - AY 2024-25) 237292
AY 2017-18 - AY 2025-26) LR}
0
%
=
T Z
S
T3
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UGRQ CAPITAL LIMITED
{formerly knonwn as CHOKHANI SECURITTEN IIMITED)
CIN:La7120M H19¥3PL(D70739

Nates forming part of the INDAS Ref i Froncial Sk (Coninned)
For the gear coded March 31, 2021, Afarch 31, 2020 & Murch 31, 2019

(Currency : ¥ in lacs)

45, Fuir value of lneorisl mstcnsents =

Fair value is the price that would be received to sell an asset or paid to tﬂnsfet a Iﬂbnhly in an orderly ion in the principal (or most pdv ) market at the measurement date under current
market conditions , regandless of whether that price is directly ob or d using a i hii
TNDAS 107, Financial k - Discl * requires ification of the vakution method of i inl mstruments measured at fair value in the Balance Sheet, wsing a three level Bir-value-hierarchy

{which reflecis the significance af inputs usail in the measucements) The hicracchy gives the highest priority to un-adjusted quoted prices in active markets for identical assets or liobilities (Lovel |
measurements) and lowest priority to unobservable inputs (Level 3 measurements) The three levels of the fair-vatue-hierarchy under IND AS 107 are described below:

Level I: Level ) bi includes financial using quoted prives
Level 2: The fair value of financial instraments that are not traded in an active market is d ined using r i which maximise the use of o ble market data and place limited reliance
on entily specific esnmates Ifall sigaificant inputs required to fair valoe an i are obsenable. the i is inchuded in level 2

Leve! 3:If one or more of the significant inputs is not based on observable market data, the instrument is included in level This is the case for unlisted equity securities included in level 3

i Fair valoe a3 on March 31, 2021 vfl.l‘:’;':n Fair Value as an March 31, 2020 vflne 2500 Falr Vajuz as on March 31, 2019 v‘l:l:r:fs.:n
March 31, March 31, March 31,
Levedl | Level2 | Leveds 2021 Level] | Levd2 | Levdd 2020 Levell | Levelz | Level3 2019
Assels
Cash and cash equivalents 12.365 55 - - 12,365 55 - 374 64 - 874 64 - 32,086 98 - 31.086 90
Bank balances other than cash
and cash ql_lilllens 19,238 99 - - 19,238 99 - 14,091 32 - 14,00 31 - 27820158 = 27820 15
| Trade receivables - 35777 357177 - 65793 - 65793 - 23200 - 23200
- = 131.247.25| 127.380 52 - - 85.074 47 83,238 19 - - 9.107.74 7.889 47
147671 1.508 20 - - - - - e - -
- - J23 1t 32311 - 132315 = 8328 15 - 4.165 31 - 4.165 32
3308125 - 131.928.13 | 161674.15 - 2395204 | BS.07447 107.190.2) - 6430444 | 9.107.74 71,193.91
Al Trada
{7} rotal oustanding dues of
micro enterprises and small
enterprises - - 001 001 - 10.14 . 1014 - - - -
{IT) rotal outstanding dues of
|creditors ather than micro
enterprises and small enterprises - - gaiii] 5@ - 1,039 00 = 1.039 00 . 50 50 - 0 50
IIB) Dthar pavables
{1} 1otal outstanding dues of
creditors other than miern
mﬂzisﬁ and small i - 287 36 28736 7 36 - 37136 = 501 26 - 501 26
Debt securities - 30.179 74 - 29.940 69 - 5,009 41 - 5,009 41 - - - .
ings - 47.326 05 - 4662879 - 21.051 Bt - 20444 46 | - 1,028 72 - 973 60
{Orher financial liabililies - 1.729.13 172913 - 1.870 87 - 1.870 87 | - 176752 - 1.767.52
Totsl 77505.79 2,75243 7932191 = 2038259 - 28,745.24 | - 3,388.00 - 3332.88
Titete were no tranafrs beyween Leovel | nndLevd 2 during the year
Valuat} thadologies of i instruments oot measured at fair value
Short-term financial assets and liabilicles :
For financial assets and financial liabilities that have a short-term nature, the carrying amounts. which are net of impai area bl imation of their fir value Such instruments include;
cash and bank balances, trade receivables, other receivables, bal. other than cash and cash eq Jpayables, debt ilies, other financial assets and other financial liabilities
Loans and advances (o castemers ;
The fair values of loans snd r:c:wams are calculated using a pertfolio-based approach, ;roupmg lons a5 fir as possible into homogenous groups based on similar characteristics The fuir value 1s then
lated to che portfolio using d d cash flow models thai i interest cate idering all significant ch ics of the loans
i Joss all and adj; related to effective interest mte are not part of above disclosure
Borrowings :
The fair values of these i are est d by d ining the price of the i uking into ideration the origination date, lmlumydat.e coupon rate, actbal or approximation of frequency
of intarest payments and incorporating the actual or estimated / proxy yields of identical or similar i through the di ing factor For haviog residual maturity kess

than one year, the carrying value has been consideted as fnir value

Fair vahue as on March 30,2021 | COY9E | poir vaine psouMarch31,2020 | SOV | puie Vit s on Mareh 31,2019 | Corrvieg
Puartieulars valee 2s o0 value as on value as on
March 31, March 31, Murch3l,
Levelt | Lev2 | Level3 Boi Level | | Levelz | Levels he) Level | | Level2 | Levels Gais
Assets
Iveatmentt in aun) famls 201454 = 2 401454 | 735081 s : 735081 | 10.675.3G = 5 10.676.36
Total 48145 3 401451 | 735081 - . 725081 | 104678.86 S - 10.676.36 |
here were no pramilers between Level | and Level 2 ﬁmu he vear

of I fal instruments d at fair value ;
Mumn| Funds ate measured based on the published net asset \alue (NAV) by AMFT and are classified a5 level |
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UGRO CAPITAL LIMITED

(formterly known as CHOKHANI SECURITIES LIMITED)

CIN:L67120MH1993PLC070739

jad Sta

(C

Notes forming part of the INDAS Reformatted Fi

For the year ended March 31, 2021, Murch 31, 2020 & Murch 31, 2019

(Currency : € in lacs)

49. Maturity profile of assets and labilities :

F-74

Particalsrs As at March 31, 2021 As at March 3l,| 2020 As at March 31, 2019
Within 12 | After 12 Total Within 12 | After 12 Total Within 12 | After 12 Total
h months months months th th
Assets
Financial assets :
Cash and cash equivalents 12,365 35 - 12,365 55 B74 64 - B7464 | 3208698 - 32,086 98
Bank balance other than cash and cash equivalents | 18,480 05 758 94 19,238 99 440200 9,689.31 14,001.32 2782015 4 2782015
Trade receivables 35777 - 35777 65793 - 65793 23200 - 23200
Loans 45798 56 | 8464396 | 13044252 | 33,5220v| 49,716.10 83.238.19 3,923 4,097 16 788947
Investments 401454 1,508 21 553275 7,250 81 - 7.250.81 | 10,678.86 - 10,678 86
Other financial assets 9497 28 14 32311 8,130 44 19771 832815 4,000 00 165 32 4,165 32
Non-financisl assets :
Current tax assets (net) - - - 14372 - 14372 14907 - 14807
Deferred tax asset (nct) 3 - 429355 4,293 55 - 215631 2,15631 - 239.94 23094
Property, plant and equipment - 468 60 468.60 > 586 82 586 82 = 39113 19113
Right of use asset - 1.094 31 1,094.31 - 1344 01 1.344 01 = 1,627 66 1,627 66
Intangible assets under de