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INDEPENDENT AUDITOR'S REPORT

To the Members of InCred Financial Services Limited
' Report on the Audit of the Standalone Financial Statements
Opinion

We have audited the accompanying standalone financial statements of InCred Financial Services Limited
(“the Company™), which comprise the Balance sheet as at March 31, 2022, the Statement of Profit and
Loss, ‘including the statement of Other Comprehensive Income, the Cash Flow Statement and the
Statement of Changes in Equity for the year then ended, and notes to the standalone financial statements,
including a summary of significant accounting policies and other explanatory information.

In our opinion and to the best of our information and according to the expianations given to us, the
aforesaid standalone financial statements give the information required by the Companies Act, 2013, as
amended (“the Act™ in the manner so required and give a true and fair view In conformity with the
accounting principles generally accepted in India, of the state of affairs of the Company as at
March 31, 2022, its profit, including other comprehensive income, its cash flows and the changes in equity
for the year ended on that dafe.

Basis for Opinion

We conducted our audit of the standalone financial statements in accordance with the Standards on
Auditing (SAs), as specified under section 143(10) of the Act. Qur responsibilities under those Standards
are further described in the ‘Auditor's Responsibitities for the Audit of the Standalone Financial
Statements’ section of our report. We are independent of the Company in accordance with the ‘Code of
Ethics’ Issued by the institute of Chartered Accountants of India together with the ethical requirements
that are relevant to our audit of the financial statements under the provisions of the Act and the Rules
thereunder, and we have fulfilled our other ethical responsibilities in accordance with these reguirements
and the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion on the standalone financial statements. ’

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the standalone financial statements for the financial year ended March 31, 2022. These matters
were addressed in the context of our audit of the standalone financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. For each matter
below, our description of how our audit addressed the matter is provided in that context.

We have determined the matters described below to be the key audit matters to be communicated in our
report. We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the
standalone financial statements section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the standalone financial statements. The results of our audit procedures,
including the procedures performed to address the matters below, provide the basis for our audit opinion
on the accompanying standalone financial statements.
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Key audit matters

| How our audit addressed the key audit matter

(a) Impairment of financial assets as at balance sheet date (expected credit losses)
(as described In note 5 of the standalone financial statements)

Ind AS 109 requires the Company to provide for
impairment of its loan receivables (designated at
amortised cost and fair value through other
comprehensive income) using the expected credit
loss (ECL) approach. ECL involves an estimation of
probability-weighted loss on financial instruments
over their life, considering reasonable and
supportable information about past events, current
conditions, and forecasts of future economic
conditions which could impact the credit quality of
the Company's loans and advances.

In the process, é significant degree of judgement
has been applied by the management for: .

» Staging of loans (i.e. classification in ‘significant
increase in credit risk" ("SICR'™) and ‘default’
cateqgories);

s Grouping of borrowers based on homogeneity by
using appropriate statistical techniques;
Estimation of behavioral life;

Determining macro-economic factors impacting
credit guality of receivables;

» Estimation of losses for loan products with no/
minimal historical defaults.

In view of such high degree of management's
Judgement involved in estimation of ECL, it is a key
audit matter.

+ Read and assessed the Company's accounting
policies for impairment of financial assets and
their compliance with ind AS 109 and the
governance framework approved by the Board
of Directors pursuant to Reserve Bank of India
guidelines issued on March 13, 2020.

+ Read and assessed the Company’s policy with
respect to one-time restructuring offered to
customers pursuant to the “Resolution
Framework for COVID-19-related Stress”
issued by RBI on August 6, 2020 and tested
the implementation of such policy on a sample
basis.

s Evaiuated the reasonableness of the
management estimates by understanding the
process of ECL estimation and related
assumptions and tested the controls around
data extraction and validation.

e« Assessed the criteria for staging of loans
based on their past-due status to check
compliance with requirement of Ind AS 109,
Tested a sample of performing (stage 1) loans
to assess whether any SICR or loss indicators
were present requiring them to be classified
under higher stages.

e Assessed the additional considerations
applied by the management for staging of
loans as SICR or default categories in view of
Company's policy on one-time restructuring.

+ Tested the ECL model, including assumptions
and underlying computation. Assessed the
floor/ minimum rates of provisioning applied
by the Company for loan products with
inadequate historical defaults.

» Tested assumptions used by the management
in determining the impact on account macro-~
economic factors on calculation of default
rates (including COVID-19 pandemic).

o Assessed disclosures included in the
standalone financial statements in respect of
expected credit losses including the specific
disclosures made with regards to the impact of
COVID-19 on ECL estimation.
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Key audit matters

How our audit addressed the key audit matter

(b) IT systems and controls

Financial accounting and reporting processes,
especially in the financial services sector, are
fundamentally reliant on IT systems and IT controls
to process significant transaction volumes, hence
. we identified IT systems and controls over financial
reporting as a key audit matter for the Company.

‘Automated accounting procedures and IT
-environment controls, which include IT governance,
general IT controls over program development and
changes, access to programs and data and IT
operations, are required to be designed and to
operate effectively to ensure reliable financial
reporting.

Tested the design and operating effectiveness
of the Company's IT access controls over the
information systems that are important to
financial reporting and various interfaces,
configuration and other identified application
controls.

Tested IT general controls (fogical access,

changes management and aspects of IT
operational controls). This included testing
requests for access to systems were reviewed
and authorized.

Tested the Company’s periodic review of

access rights. We also tested requests of
changes to systems for approval and
authorization.

e |n addition to the above, tested the design and
operating effectiveness of certain automated
controls that were considered as key internal
controls over financial reporting.

¢ Tested the design and operating effectiveness
of compensating controls, where deficiencies
were identified and, where necessary,
extended the scope of our substantive audit
procedures.

Other Information

The Company's Board of Directors is responsible for the other information. The othér infermation
comprises the Annual Report, but does not include the financial statements and our auditor's report
thereon. The Annual Report is expected to be made available to us after the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we will not express any
form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether such other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

When we read the Annual Report, if we conciude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Standalone Financial
Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the Act with
respect to the preparation of these standalone financial statements that give a true and fair view of the
financial position, financial performance including other comprehensive income, cash flows and changes
in equity of the Company in accordance with the accounting principies generally accepted in India,
including the Indian Accounting Standards (Ind AS) specified under section 133 of the Act read with the
Companles (Indian Accounting Standards) Rules, 2015, as amended. This responsibility also includes
maintenance of adegquate accounting records in accordance with theprovisions of the Act for safequarding
of the assets of the Company and for preventing and detecting frauds and other irregularities; selection
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and application of appropriate accounting policies; making judgments and estimates that are reasonable
and prudent; and the design, implementation and maintenance of adequate internal financial controls, that
were operating effectively for ensuring the accuracy and completeness of the accounting records,
refevant to the preparation and presentation of the standalone financial statements that give a true and
fair view and are free from material misstatement, whether due to fraud or error.

In preparing the standalone financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liguidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are also responsible for overseeing the Company’s financial reporting
process. .

Auditor's Responsibilities for the Audit of the Standalone Financial Statements

Our objectives are to obtain reasonable assurance about whether the standalone financial statements as
a whole are free from material misstatement, whether due to fraud or‘error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with SAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these standalone financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also: '

» ldentify and assess the risks of material misstatement of the standalone financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

»  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances. Under section 143¢3)() of the Act, we are also responsible
for expressing our opinion on whether the Company has adequate internal financial controls with
reference to financial statements in place and the operating effectiveness of such controls.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

» Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Qur conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue
as a going concern. :

> Evaluate the overall presentation, structure and content of the standalone financial statements,
including the disclosures, and whether the [standaione] financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other

matters that may reasonably be thought to bear on our independence, and where applicable, related
safequards.

From the matters communicated with those charged with governance, we determine those matters that
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were of most significance in the audit of the standalone financial statements for the financial year ended
March 31, 2022 and are therefore the key audit matters. We describe these matters in our auditor's report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Other Matter

The financial statements of the Company for the year ended March 31, 2021, included in these standalone
financial statements, have been audited by the predecessor auditor who expressed an unmodified opinion
on those statements on May 7, 2021,

Report on Other Legal and Regulatory Requirements

1. Asrequired by the Companies (Auditor's Report) Order, 2020 (“the Order™), issued by the Central
Government of Indla in terms of sub-section (11) of section 143 of the Act, we give in the
“Annexure 1" a statement on the matters specified in paragraphs 3 and 4 of the Order,

2. As requiréd by Section 143(3) of the Act, we report that:

(a) We have sought and obtained all the information and explanations which to the best of our |

knowledge and belief were necessary for the purposes of our audit;

(b In our opinion, proper books of account as required by law have been kept by the Company so far
as it appears from our examination of those books;

(c) The Balance Sheet, the Statement of Profit and Loss including the Statement of Other
Comprehensive Income, the Cash Flow Statement and Statement of Changes in Equity dealt with
by this Report are in agreement with the books of account:

(d) In our opinion, the aforesaid standalone financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Companies (Indian Accounting
Standards) Rules, 2015, as amended:

(e) On the basis of the written representations received from the directors as on March 31, 2022
taken on record by the Board of Directors, none of the directors is disqualified as on
March 31, 2022 from being appointed as a director in terms of Section 164 (2) of the Act;

(f) With respect to the adequacy of the internal financial controls with reference to these standalone
financial statements and the operating effectiveness of such controls, refer to our separate
Report in “Annexure 2" to this report;

(@) In our opinion, the managerial remuneration for the year ended March 31, 2022 has been paid /
provided by the Company to its directors in accordance with the provisions of section 197 read
with Schedule V to the Act;

(h) With respect to the other matters to be included in the Auditor's Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, as amended in our opinion and to the
best of our information and according to the explanations given to us:

i.  The Company does not have any pending litigations which would impact its financial poSition:_

ii.  The Company has made provision, as required under the applicable law or accounting
standards, for material foreseeable fosses, if any, on long-term contracts including derivative
contracts - Refer Note 4 to the standalone financial statements;

iii.  There were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Company.
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iv.

a) The management has represented that, to the best of its knowledge and belief, other than
as disclosed in the note 43(vi)(a) to the standalone financial statements, no funds have been
advanced or loaned or invested (either from borrowed funds or share premium or any other
sources or kind of funds) by the Company to or in any other person(s) or entity(ies), including
foreign entities (“Intermediaries™), with the understanding, whether recorded in writing or
otherwise, that the Intermediary shall, whether, directly or indirectly lend or invest in other
persons or entities identified in any manner whatsoever by or on behalf of the Company
(“Ultimate Beneficiaries”) or provide any guarantee, security or the like on behalf of the
Ultimate Beneficiaries;

b) The management has represented that, to the best of its knowledge and belief, as disclosed
in note 46(viXb), no funds have been received by the Company from any person(s) or
entity(ies), including foreign entities (“Funding Parties”), with the understanding, whether
recorded in writing or otherwise, that the company shall, whether, directly or indirectly, lend
or invest in other persons or entities identified in any manner whatsoever by or on behalf of
the Funding Party (“Ultimate Beneficiaries™) or provide any guarantee, security or the like
on behalf of the Ultimate Beneficiaries; and

¢) Based on such audit procedures that were considered reasonable and appropriate in the
circumstances, nothing has come to our notice that has caused us to believe that the
representations under sub-clause (a) and (b) contain any material misstatement.

No dividend has been declared or paid during the year by the Company.

For 5. R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

Sm‘vves\\ wm Y }.':7 .

per Sarvesh Warty

Partner

Membership Number: 121411
UDIN: 22121411 AICXWK337
Place of Signature: Mumbai
Date: April 29, 2022
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Annexure 1 referred to in paragraph 1 under the heading “Report on other legafl and regulatory
requirements” of our report of even date

Re: InCred Financlal Services Limited

(0 (@ (A) The Company has maintained proper records showing full particulars, including quantitative
details and situation of Property, Plant and Equipment.

(B) The Company has maintained proper recbrds showing full particulars of intangible assets.

(b) Property, Plant and Equipment have been physically verified by the management during the year
and no material discrepancies were identified on such verification.

(c) The title deeds of all the immovable properties (other than properties where the Company is the
lessee and the lease agreements are duly executed in favour of the lessee) are held in the name of
the Company.

(d) The Company has not revalued its Property, Plant and Equipment (including Right of use assets) or
intangible assets during the year ended March 31, 2022.

(e) There are no proceedings initiated or are pending against the Company for holding any benami

property under the Prohibition of Benami Property Transactions Act, 1988 and rules made
thereunder,

(i) (&) The Company's business does not require maintenance of inventories and, accordingly, the
requirement to-report on clause 3(iiXa) of the Order is not applicable to the Company.

(b) As disclosed in note 13 to the standalone financial statements, the Company has been sanctioned
working capital limits in excess of Indian Rupees five crores in aggregate from banks during the
year on the basis of security of current assets of the Company. The quarterly returns/statements
filed by the Company with such banks are in agreement with the books of accounts of the Company.

(i) (a) The principal business of the Company is to give ioans and is a registered non-banking financial
company ('NBFC") and accordingly, the requirement to report on clause 3(iilXa) of the Order is not
applicable to the Company. '

(b)During the year the investments made and the terms and conditions of the grant of all loans and
advances in the nature of loans to companies, firms, limited liability partnerships or any other
parties are not prejudicial to the Company's interest. The Company has not provided any guarantees
or given any security during the year.

(¢) In respect of loans and advances in the nature of loans granted by the Company as part of its
business of providing loans to individuals and corporates, the schedule of repayment of principal
and payment of interest has been stipulated by the Company. Having regard to the voluminous
nature of loan transactions, it is not practicable to furnish entity-wise details of amount, due date
for repayment or receipt and the extent of delay (as suggested in the Guidance Note on CARO
2020, issued by the Institute of Chartered Accountants of India for reporting under this clause)in
this Annexure 1, in respect of loans and advances which were not repaid / paid when they were
due or were repaid / paid with a delay, in the normal course of lending business.

Further, except for those instances where there are delays or defaults in repayment of principal
and/ or interest as at the balance sheet date, in respect of which the Company has disclosed asset
classification in note 30A(iii) to the standalone financial statements in accordance with Indian
Accounting Standards (Ind AS) and the guidelines issued by the Reserve Bank of India, the parties
are repaying the principal amounts, as stiputated, and are also reguiar in payment of interest, as
applicable.

(d) In respect of loans and advances in the nature of loans, the total amount overdue for more than
ninety days as at March 31, 2022 and the details of the number of such cases, are disclosed in



S.R. BATLIBO1 & ASSOCIATES LLP

Chartered Accountants

incred Financial Services Limited

(iv)

w

(vi)

(vii)

Cviii)

(ix)

note 30A(ii) to the financial statements. In such instances, in our opinion, reasonable steps have
been taken by the Company for recovery of the overdue amount of princ_ipal and interest.

(e) The principal business of the Company is to give loans and s a registered NBFC and accordingly,
the requirement to report on clause 3(iiXe) of the Order is not applicable to the Company,

(fy The Company has not granted any loans or advances in the nature of loans, either repayable on
demand or without specifying any terms or period of repayment to companies, firms, Limited
Liability Partnerships or any other parties. Accordingly, the requirement to report on clause
3(iii)(f) of the Order is not applicable to the Company.

There are no loans, investments, guarantees, and security in respect of which provisions of
sections 185 and 186 of the Companies Act, 2013 are applicable and accordingly, the requirement
to report on clause 3(iv) of the Order is not applicable to the Company.

The Company has neither accepted any deposits from the public nor accepted any amounts which
are deemed to be deposits within the meaning of sections 73 to 76 of the Companies Act and the
rules made thereunder, to the extent applicable. Accordingly, the requirement to report on clause
3(v) of the Order is not applicable to the Company.

The Central Government has not specified the maintenance of cost records under Section 148(1)
of the Companies Act, 2013, for the products/services of the Company.

(a) Undisputed statutory dues including provident fund, employees' state insurance, income-tax,
goods and service tax, duty of custom, duty of excise, value added tax, cess and other statutory
dues applicable to the Company have generally been regularly deposited with the appropriate
authorities. According to the information and explanations given to us, no undisputed amounts
payable in respect of provident fund, employees’ state insurance, income-tax, goods and service
tax, duty of custom, duty of excise, value added tax, cess and other statutory dues applicable to
the Company were outstanding, at the year end, for a period of more than six months from the
date they became payable.

(b} There are no dues of goods and services tax, provident fund, émployees' state insurance, income
tax, sales-tax, service tax, customs. duty, excise duty, value added tax, cess, goods and service
tax and other statutory dues which have not been deposited on account of any dispute.

The Company has not surrendered or disclosed any transaction, previously unrecorded in the
books of account, in the tax assessments under the Income Tax Act, 1961 as income during the
year. Accordingly, the requirement to report on clause 3(viil) of the Order Is not applicable to the
Company.

(a) The Company has not defaulted in repayment of loans or other borrowings or in the payment of
interest thereon to any lender.

- (b) The Company has not been declared wilful defaulter by any bank or financial institution or

government or any government authority,
(¢) Term loans were applied for the purpose for which the loans were obtained.

() On an overall examination of the financial statements of the Company, no funds raised on short-
term basis have been used for long-term purposes by the Company.

(e) On an overall examination of the financial statements of the Company, the Company has not taken
any funds from any entity or person on account of or to meet the obligations of its subsidiaries,
associates or joint ventures.

(f) The Company has not raised loans during the year on the pledge of securities held in its
subsidiaries, joint ventures or associate companies. Hence, the requirement to report on clause
(ix)(f) of the Order is not applicable to the Company.
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x) (a)The Company has utilized the monies raised during the year by way of initial public offer / further
public offer (including debt instruments) in the nature of non-convertible debentures for the
purposes for which they were raised.

(b) The Company has not made any preferential allotment or private placement of shares /fully or
partially or optionally convertible debentures during the year under audit and hence, the
requirement to report on clause 3(x)(b) of the Order is not applicable to the Company.

(xi) (a) No fraud/ material fraud by the Company or no fraud or material fraud on the Company has been
noticed or reported during the year.

(b) During the year, no report under sub-section (12) of section 143 of the Companies Act, 2013 has
been filed by cost auditor/ secretarial auditor or by us in Form ADT - 4 as prescribed under Rule
13 of Companies (Audit and Auditors) Rules, 2014 with the Central Government.

(c) As represented to us by the management, there are no whistie blower complaints received by the
Company during the year,

(xii) The Company is not a nidhi Company as per the provisions of the Companies Act, 2013. Therefore,
the requirement to report on clause 3(xii) of the Order is not applicable to the Company.

(xiii) ~ Transactions with the related parties are in compliance with sections 177 and 188 of Companies
Act, 2013 where applicable and the details have been disclosed in the notes to the financial
statements, as required by the applicabie accounting standards.

(xiv) (a)The Company has an internal audit system commensurate with the size and nature of its business,

(b) The internal audit reports of the Company issued till the date of the audit report, for the period
under audit have been considered by us. : .

(xv) As represented by the management, the Company has not entered into any non-cash transactions
with its directors or persons connected with its directors and hence requirement to report on
clause 3(xv) of the Order is not applicable to the Company.

(xvi) (a) The Company has registered as required, under section 45-1A of the Reserve Bank of India Act,
1934 (2 of 1934).

(b)The Company has not conducted any Non-Ban'king Financial or Housing Finance activities without
obtaining a valid Certificate of Registration (CoR) from the Reserve Bank of India as per the
Reserve Bank of India Act, 1934.

(c) The Company is not a Core Investment Company as defined in the requlations made by Reserve

Bank of India. Accordingly, the requirement to report on clause 3(xvi) of the Order is not applicable
to the Company.

(d) There is no Core Investment Company as a part of the Group, hence, the requirement to report on
clause 3(xvi) of the Order is not applicable to the Company. ‘

(xvii) The Company has not incurred cash losses in the current financial year and immediately preceding
financial year.

(xviii) Having regard to the RBI circular on statutory auditor appointment and limits thereon, the previous
statutory auditors of the Company have resigned during the year and there were no issues,
objections or concerns raised by the outgoing auditors.

(xix) On the basis of the financial ratios disclosed in note 42 to the standalone financial statements, ageing
and expected dates of realization of financial assets and payment of financial liabilities, other
information accompanying the financial statements, our knowledge of the Board of Directors and
management plans and based on our examination of the evidence supporting the assumptions,
nothing has come to our attention, which causes us to believe that any material uncertainty exists
as on the date of the audit report that Company is not capable of meeting its liabilities existing at
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the date of balance sheet as and when they fall due within a period of one year from the balance

- sheet date. We, however, state that this is not an assurance as to the future viability of the
Company. We further state that our reporting is based on the facts up to the date of the audit report
and we neither give any guarantee nor any assurance that all liabilities falling due within a period of
one year from the balance sheet date, wili get discharged by the Company as and when they fall
due.

(xx)(a)In respect of other than ongoing projects, there are no unspent amounts that are required to be
transferred to a fund specified in Schedule VI of the Companies Act (the Act), in compliance with
second proviso to sub section 5 of section 135 of the Act. This matter has been disclosed in note
38 to the standalone financial statements.

(b) There are no unspent amounts in respect of 6ngoing projects, that are required to be transferred
to a special account in compliance of provision of sub section (6) of section 135 of Companies Act.
This matter has been disclosed in note 38 to the standalone financial statements.

For S. R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

50\"rve$)'\ LJ&\'! { 9.

per Sarvesh Warty

Partner

Membership Number: 121411
UDIN: 22121411 AICXWK337
Place of Signature: Mumbai
Date: April 29, 2022
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Annexure 2 referred to in paragraph 2 (f) under the heading “Report on other legal and requratory
requirements” of our report of even date

Report on Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the Compénies
Act, 2013 (the "Act™)

We have audited the internal financial controls with reference to standalone financial statements of InCred
Financial Services Limited (the “Company™) as of March 31, 2022 in conjunction with our audit of the
standalone financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company's Management is responsible for establishing and maintaining internal financial controls
based on the internal control over financial reporting criteria established by the Company considering the
essential compaonents of internal control stated in the Guidance Note on Audit of Internal Financial
Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India ("ICAI").
These responsibilities include the design, implementation and maintenance of adequate internal financial
controls that were operating effectively for ensuring the orderly and efficient conduct of its business,
including adherence to the Company's policies, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, as required under the Companies Act, 2013.

Auditor’'s Responsibility

Our responsibility is to express.an opinion on the Company's internal financial controls with reference to
these standalone financial statements based on our audit. We conducted our audit in accordance with the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the “Guidance Note™) and
the Standards on Auditing as specified under section 143(10) of the Act, to the extent applicable to an
audit of internal financial controls, both issued by the ICAL Those Standards and the Guidance Note
require that we comply with ethical reguirements and plan and perform the audit to obtain reasonable
assurance about whether adequate internal financial controls with reference to these standalone financiaf
statements was established and maintained and if such controls operated effectively in all material
respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls with reference to these standalone financial statements and their operating
effectiveness. Our audit of internal financial controls with reference to standalone financial statements
included obtaining an understanding of internal financial controls with reference to these standalone
financial statements, assessing the risk that a material weakness exists, and testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk. The procedures selected
depend on the auditor’'s judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the Company’s internal financial controls with reference to these standalone financial
statements.

Meaning of Internal Financial Controls with reference to these Standalone Financlal Statements

A company’s internal financial controls with reference to standalone financial statements is a process
designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company's internaf financial controls with reference to standalone financial
statements includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorisations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention
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or timely detection of unauthorised acquisition, use, or disposition of the company's assets that could
have a material effect on the financial statements,

Inherent Limitations of Internal Financlal Controls with reference to Standalone Financial Statements

Because of the inherent limitations of internal financial confrols with reference to standalone financial
statements, including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any evaluation
of the internal financial controls with.reference to standalone financial statements to future periods are
subject to the risk that the internal financial control with reference to standalone financial statements
may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate. '

Opinion

In our opinion, the Company has, in all material respects, adequate internal financial controls with
reference to standalene financial statements and such internal financial controls with reference to
standalone financial statements were operating effectively as at March 31, 2022, based on the internal
control over financial reporting criteria established by the Company considering the essential components
of internal control stated in the Guidance Note on issued by the ICAl,

For S. R. Batliboi & Associates LLP
Chartered Accountants .
ICAI Firm Registration Number: 101049W/E300004

5 On‘veslr\ \/J?l v 'L').

per Sarvesh Warty
Partner '
Membership Number: 121411
UDIN: 22121411 AICXWK337
Place of Signature: Mumbai

- Date: April 29, 2022




InCred Financial Services Limited

Standalone Financial Statements
Balance Sheet as at March 31, 2022

{Rs. in lakhs}
ASSETS
{1} Financial assets
{a) Cash and cash equivalents 2 5,203.13 1,323.38
{b} Bank balance other than cash and cash equivalents 3 2,991.36 588.46
{c}  Derivative financial instruments 4 1,181.05 -
{d) toans 5 3,73,226.42 2,55,359.84
{e) Investments 5] 8,679.53 12,670.66
{f}  Other financial assets 7 2,736.69 1,821.28
3,94,018.18 2,11,763.62
{2) Non-financial assets
{a} Currenttax assets {Net of provision for tax) 1,184.47 720.61
{b) Deferred tax assets (Net of deferred tax liabllities} 8 2,038.67 1,857.39
{c} Property, plantand equipment 9A 3,384.80 3,276.35
{d}  Capital work-in-progress B 293.95 14.49
(e} Other Intangible assets 10 188,63 222,49
{fi  Other non-financial assets i1 1,280.55 1,285.55
8,371.07 7,376.88
Total assets 4,02,389.25 2,79,140,50
LIABILITIES AND EQUITY
LIABILITIES
{1} FInanclal Ifabllitles
{a] Derivative financkel Instruments 4 186.87 -
{b) Debt securities 12 1,06,523.77 73,827.02
{c) Borrowings {other than debt securities) 13 1,75,065.49 93,422.08
{d) Other financia| liabilities 14 8,157.93 6,620.97
2,89,934.06 1,73,870.07
(2} Non-financial liabilities
{a} Provisions 15 323.27 16948
{b) Other ron-financizi liabilities 16 900.48 516.17
1,223.75 685,65
EQUITY
8) Ecquity share capital 171(A) 35,450.27 30,772.7%
{b} Preference share capital 17{B) 3,347.895 7,851.63
{c) Otherequity 18 72,433.21 £65,960.36
1,11,231.44 1,04,584.78
Total liabilities and equity 4,02,389.25 2,79,140.50
e e
Significant accounting palicies and other explanatory infermation 1
The accompanying nates farm an integral part of the standalone financial statements
As per cur report of even date
For 5. R. Batlibol & Assoclates LLP Far and on behalf of the Board of Directors of
Chartered Accountants InCred Financial Services Limited
ICAl Firm Registration No.: 101045W/E300004 CIN: U74898MH1991PLC340312 RPN
SO\YVESL L\qu%")- (R d o l& L
. .
per Sarvesh Warty Bhupinder Singh viveKBafsal ! : :
Portner Whole Time Directar ond CEO Whole Tirne Director wid CFO Lo 3
Membership No; 121411 DIN: 07342318 DIN: 07835456 S : .
Place: Mumbal t
Daie: April 29, 2022 (/ *
Gajandra Thakur
Company Secretory

Membership No; A19285

Place: Mumbai
Date: April 29,2022




InCred Financial Services Limited

Standalone Financial Staterments
Statement of Proflt and Loss for the year ended March 31, 2022
{Rs, In lakhs)

Revenue Fram operations

(i} Interest income 19 47334.45 37,711.75
{ii) Met gain on derecognition of financial Instruments under amortised cost category 336.68 -
() Feesand commission income 20 1,022.24 557.16
{iv) Net gainf{loss) on fair value changes 21 98.29 268.91
() Total revenue from operations 48,791.66 38,537.82
(1) Otherincame 22 ' 3,330.04 647.09
() Totalincome {1 +11) 52,121.70 39,184.91
Expenses
(i} Flnance costs 23 21,951.92 15,271.40
{ii} Net loss on derecognition of financial instruments under amortised cost category 1,045.87 -
{iii} Impairment on financlal instruments 24 4,351.64 B,885.37
[iv) Employee benefits expenses 25 13,687.26 9,155.37
{v} Depreciation, amortization and impairment 94 & 10 1,070.98 841,79
(vl} Others expenses 26 5,196.83 3,805.92
{IV] Totalexpenses 47,304.50 37,943.85
(v} Profit bafore tax (Il ~ IV} 4,817.20 1,241.06
Tax Expense:

{{} CurrentTax 1,358.68 1,182.93
{ii} Tax pertaining to previous years - (47.84)
{lii) Deferred Tax (153.25) (317.52
{Vi) Total Tax Expense 27 1,205.43 217.62
(Vi) Profit for the year (v ~ V1) 3,611.77 1,023.44

(VI Other comprehansive incame
{A) (i) tems that will not be reciassified to profit or loss

{a) Remeasurement gain/{loss) of the defined beneflt plans N (2484} (26.29}
{ii} Income tax relating to items that will not be reclassifled to profit or loss 23.87 6.52
Subtotal {A) 170.97) {19.67)
(8} {i) Itams that will be reclassifled to profit or lass
{a) Debt instruments through other comprehensive income 120,30} 118.57
{b) The effective portion of gains and loss on hedglng instruments in a cash flow hedge 103.74
(Il iIncame tax relating to items that will not be recfassified to profit or loss 4.17 {29.95)
Subtotal (B) [12.39] 89.02
Other comprehensive income / {loss) {A + B} - (83.36) 69.35
{IX} Total comprehensiva income for the perlod (VI + VIII} 3,528.41 1,092.79
(%) Earnings per equity share (Face Valua : Rs, 10 per share) 28
Basic {Rs.) 0.94 0.27
Dituted (Rs.) 0.93 0.26
Significant accounting nolicies and other explanatory information ' 1
The accompanying notes form an integral part of the standalone finandial statements
As per our report of evan date
For 5. R. Batlikol & Assoclates LLP For and on behalf of the Board of Directars of
Chartsred Accountants InCred Financlal Services Limited
ICAI Firm Registration Ne.: 101049W/E300004 CIN: U74899MH1981PLC340312
5 € L \/Ja }." W P h“ k
AYvES v . i ) .
-_.--l: - '
perSarvesh Warty Bhuplnder Singh Vivek Bansal e
Partner ‘Whole Time Director and CEQ Whole Time Director and CFO .
Membership No: 121411 DIN: 07342218 DIN: 07835456 s e
Place: Murnhal R
Date: April 29, 2022 / .
Ga]:ndr:; Thakur
Company Secretary

) Membership No: A19285

Place: Mumbai
Date: April 28, 2022




InCred Financial Services Limited

Standalone Financlal Statements
Cash Flow Statement for the year ended March 31, 2022

{Rs. In lakhs)

fearended : loYearended . -
March 31,2022, ‘March 31; 202150

Cash flow frem operating activities
Profit before tax 4,817.20 1,241.06
Adjustments ro recancile net profit to net cash generated from / (used in) operating activities
Depreciation, amortization and impairmeant 656.90 468,59
Loss on sale of property, plant and equipment 3.40 -
Net (gain) on fair value changes {98.29) (268.91)
Interest income {47,334.45) {37,711.74)
Finance costs 21,568.06 15,271.40
Impairment on financlal instruments 4,356,83 8,865.37
Share based payment to employees 2,442.16 1,027.92
Retirement Benefit expenses 60.52 (21.39)
Operating profit before working capital changes (13,527,67) (11,127.70)
Working capital adjustments
{Increase) in Loans {1,22,227.31) {59,179.72)
{Increase) in other financial assets {915.42) (102.86)
Decrease / {Increase} in other non financial assets 5.00 (267.35)
Increase in other financlal labilities 1,840.23 1,082.26
{Decrease) / Increase in provisions (1.58) 12.79
Increase in ather non financial liabilities 384,28 827.04
Cash generated from operations . {1,34,442.47) {68,755.54}
Interest received on loans 45,746.66 37,515.45
Interest pald on borrowings and debt (21,568.06) (17,429.34)
Income taxes pald {net} [1,822.50) {970.03)
Net cash {used in} operating actlvitles {1,12,086.37) (49,639.46)
Cash flow from Investing activities
Purchase of property, plant and equipment {527.29) {555.14)
Praceeds from sale of property, plant and equipment 37.77 -
Purchase of intangibles assets {107.08) [189.42)
Capital work-in-progress {279.45) 110,57
Investment in subsidiaries {999.34) -
Purchase of investments . (61,273.28) (1,56,146.89}
Proceeds from sale of investments 66,947.44 1,46,947 .67
Investment in term deposits earmarked with banks (57,430,30) (96,580,25)
Proceeds from maturity of term depodits earmarked with banks 55,027.40 96,724.72
Net cash (used in) / generated from investing activities 1,395.87 (9,688.74)
Cash flow from financing activities
Issue of equity shares {including securities premium) b671.64 36,48
Reversal of rent expense {441.55) {292.95)
Proceeds from borrowings {other than debt securities) : 1,55,520.00 72,665.00
Proceeds fram issue of debt securities 93,524.29 62,173.39
Repayment of borrowings {other than debt securities) (74,624.56) (48,668.11)
Redemption of debt securities {60,827.55) {28,044.83)
Net cash generated from financing activitles 1,13,822.27 57,868.98
Net Increase / {decrease) in cash and cash eguivalents 3,131.77 {1,459.23)
Cash and cash equivalents at the beginning of the year (645.69) 813.54
Cash and cash equivalents at the end of the year 2,486.08 {645.69)
Significant accounting policles and other explanatory information 1

The accompanying notes form an Integral part of the standalone financial statements
Notes:

(a) The above Cash Flow Statement has been prepared under the ‘Indirect Method' as set out in the Indian Accounting Standard (Ind AS-7) - Statemant of Cash Flow




{b} Cash and cash equivalents comprises of

{Rs. in lakhs)
Particulars A3 ot - Asat
March 31, 2022 March 31, 2021

Cash on hand - 2.84
Balances with banks

- Current Accounts 4,953.13 1,320.54
Deposit with bank with maturity less than 3 months 250,00 -
Cash and cash equivalents (Refer note 2) 5,203.13 1,323.38
Less: Bank overdraft and cash eredit {Refer note 13} (2,717.05) (1,959.07)
Cash and cash equivalents in cash flow statement 2,486.08 (645.69)

Significant accounting policies and key accounting estimates and judgments
The accompanying notes form an integral part of the standalone financiat stataments

As per our report of even date

For 5. R. Batliboi & Associates LLP

Chartered Accountants

ICAI Firm Registration No.: 201049W/E300004

Sczwes\« W k.

per Sarvesh Warty
Partner
Membership No: 121411

Place: Mumbai
Date: April 29, 2022

for and on behalf of the Board of Directors of
inCred Finandial Services Limited
CIN: U74899MH1991P1LL340312

M I - ﬁ:}_//P

Bhupinder Singh Vivek Bansal
Whale Time Director and CEQ Whaie Time Director and CFQ
DIN: 07342313 DIN; 07835456
~
Galendra Thakur
Company Secretary

Membership No: A19285

Place: Mumbal
Date: April 23, 2022
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InCred Financial Services Limited

Notes to the Standalone Financial Statements

(1)

A.

Significant Accouhting Policies and Other Explanatory Information

Corporate Information

InCred Financial Services Limited (the ‘Company') was incorporated in India on 8 January 1991, under
the provisions of the Companies Act, 1956.

The Company has received a Certificate of Registration from the Reserve Bank of India {'RBI'}, on 30th
August 2000 to commence/carry on the business of Non-Banking Financial Institution ('NBFC')
without accepting public deposits. The Company qualifies to be a NBFC - Systematically Important
Non-Deposit taking Company as per Master - Direction - Non-Banking Financial Company -
Systematically Important Non-Deposit taking Company and Deposit taking Company {Reserve Bank)
Directions 2016, as amended (the “Master Directions”}).

The registered office of the Company is Unit No, 1203, 12th floor, B Wing, The Capital, Plot No. C -
70, G Block, Bandra - Kurla Complex, Bandra East, Mumbai— 400051 {erstwhile - 1502-A, The Capital,
C-70, G Block, Ba_ndra Kurla Complex, Mumbai, Maharashtra, India, 400051).

The standalone financial statements were authorized for issue by the Company’s Board of Directors
on April 29, 2022.

Basis of preparation

The standalone financial statements have been prepared in accordance with Indian Accounting
Standards (Ind AS) as per the Companies (Indian Accounting Standards) Rules, 2015 as amended from
time to time and- notified under section 133 of the Companies Act, 2013 (the Act) along with other
relevant provisions of the Act, the RBI Master Directions and notification for iImplementation of
Indian  Accounting Standard vide circular RBI/2019-20/170 DOR{NBFC).CC.PD.N0.103
/22.10.106/2019-20 dated 13 March 2020 (‘RB! Notification for Implementation of Ind AS’) issued by
RB1. The Company uses accrual basis of accounting except in case of significant uncertainties (Refer
Note D15).

Functional and presentation currency

The standalone financial statements are presented in Indian Rupees (INR’), which is also the
Company’s functional currency. All the amounts have been rounded-off to the nearest lakhs,
unless otherwise indicated.

Basis of measurement

The standalone financial statements have been prepared under the historical cost convention
except for the following items:

a. Certain financial assets and liabilities that are measured at fair value

b. Net defined benefit asset / liability — plan assets are measured at fair value less present
value of defined benefit obligation; and

¢. Share-based payments - measured at fair value on initial recognition

.;:.-"1-_7‘-'27\\
. (\'z'f.\gi-éz{ }\\
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InCred Financial Services Limited

Notes to the Standalone Financial Statements

Use of estimates and judgements

The preparation of standalone financial statements in conformity with Ind AS requires the
management to make estimates, judgements and assumptions. These estimates, judgments and
assumptions affect the application of accounting policies and the reported amounts of assets
and liabilities, the disclosures of contingent assets and liabilities at the date of financial
statements, reported amounts of revenues and expenses during the period. Actual results may
defer from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions in the
accounting estimates are recognised prospectively.

Significant accounting estimates and judgements:

i Business model assessment

il Fair value of financial instruments

iii. Effective interest rate (EIR)

iv.  Impairment of financial assets

V. Provision for tax expenses

vi.  Residual value, useful life and indicators of impairment and recoverable value of property,
plant and equipment

Presentation of financial statements

The standalone financial statements of the Company are presented as per Division il of Schedule 1,
as amended, of the Companies Act, 2013 applicable to NBFCs, as notified by the Ministry of
Corporate Affairs {‘MCA’). 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 Standalone Statement of Profit and Loss, as prescribed in the
Schedule !l to the Act, are presented by way of notes forming part of the financial statements along
with the other notes required to be disclosed under the notified Accounting Standards and RBI
regulations to the extent applicable.

The Company presents its Balance Sheet in the order of its liquidity.

The Company generally reports financial assets and financial liabilities on a gross basis in the Balance
Sheet. They are offset and reported net only when Ind AS specifically permits the same or ft has an
unconditional legally enforceable right to offset the recognised amounts without being contingent
on a future event. Similarly, the Company offsets incomes and expenses and reports the same on a
net basis when permitted by Ind AS.

Significant accounting policies and other explanatory information

1. Measurement of fair values

The Company’s accounting policies and disclosures require the measurement of fair values for
financial instruments.

The Company has an established control framework with respect to the measurement of fair
values. The management has the overall responsibility for overseeing all significant fair value
measurements, including Level 3 fair values, and reports directly to the Chief Financial Officer.




InCred Financial Services Limited

Notes to the Standalone Financial Statements

The management regularly reviews significant unobservable inputs and valuation adjustments.
If third party information, such as broker quotes or pricing services, is used to measure fair
values, then the management assesses the evidence obtained from the third parties to support
the conclusion that these valuations meet the requirements of Ind AS, including the level in the
fair value hierarchy in which such valuations should be classified.

When measuring the fair values of a financial asset or a financial liability, the Company uses
observable market data as far as possible. Fair values are categorized into different levels in a
fair value hierarchy based on the inputs used in the valuation techniques as follows.

= [evel 1: quoted prices {unadjusted) in‘active markets for identical assets or liabilities.

= fevel 2; inputs other than quoted priées included in Level 1 that are observable for the asset
or liability, either directly (i.e., as prices) or indirectly (i.e. derived from prices).

» Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs}.

When measuring the fair value of a financial asset or a financial liability, the Company uses
observable market data as far as possible. If the inputs used to measure the fair value of an asset
or a liability fall into different levels of the fair value hierarchy, then the fair value measurement
is categorised in its entirety in the same level of the fair value hierarchy as the lowest level input
that is significant to the entire measurement.

The Company recognises transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred.

fFinancial instruments

A financial instrument is defined as any contract that gives rise to a financial asset of one entity
and a financial liability or equity instrument of another entity. Trade receivables and payables,
loan receivables, investments in securities and subsidiaries, debt securities and other
borrowings, preferential and equity capital etc. are some examples of financial instruments.

All financial instruments are at amortised cost, unless otherwise specified.

All the financial instruments are recognised on the date when the Company becomes party to
the contractual provisions of the financial instruments. For tradable securities, the Company
recognises the financial instruments on settlement date.

i. Financial assets
Initial measurement

All financial assets are recognised initially at fair value including transaction costs that are
attributable to the acquisition of financial assets except in the case of financial assets recorded at
FVTPL where the transaction costs are charged to profit or loss. Generally, the transaction price
is treated as fair value unless proved to the contrary. |




InCred Financial Services Limited

Notes to the Standalone Financial Statements

On initial recognition, a financial asset is classified as measured at
- amortised cost;
- Fair value through other comprehensive income (‘FVOCI’)

- Fair value through profit and loss (‘FVTPL')

Financial assets are not reclassified subsequent to their initial recognition, except if and in the
period the Company changes its business model for managing financial assets. The Company
classifies its financial assets in the following measurement categories:

Financial assets measured at amortised cost

A financial asset that meets the following two conditions is measured at amortised cost (net of
any write down for impairment), unless the asset is designated at FVTPL:

i.  the financial asset is held within a business model whose objective is to hold assets to
collect contractual cash flows; and

ii. the Contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest {'SPPI'} on the principal amount
outstanding.

Financial assets measured at Fair value through other comprehensive Income {‘FVOCY’)

A financial asset is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

i.  the financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets; and

it. the contractual terms of the asset give rise on specified dates to cash flows that are
solely payments of principal and interest (‘SPPY’) on the principal amount outstanding.

Financial assets measured at Fair Value through Profit and Loss {‘FVTPL’)

A financial asset which is not classified in above category is subsequently measured at FVTPL.
Where assets are measured at fair value, gains and losses are recognized entirely in the
Standalone Statement of Profit and Loss.

Subsequent measurement
The assets classified in the aforementioned categories are subsequently measured as follows:

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method.
The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains
and losses and impairment are recognised in standalone statement of profit and loss. Any gain
or loss on derecognition is recognised in standalone statement of profit and loss .




InCred Financial Services Limited

Notes to the Standalone Financial Statements

.
1.

"
1,

Debt investments at FVOC!

These assets are subsequently measured at fair value. Interest income under the EIR method,
foreign gains and losses and impairment are recognised in Standalone Statement of Profit and
Loss. Other net gains and losses are recognised in OCI. On derecognition, gains and losses
accumulated in OCl are reclassified to Standalone Statement of Profit and Loss.

Equity investments designated at FVOCI

These assets are subsequently measured at fair value. Dividends are recognised as income in
standalone statement of profit and loss unless the dividend clearly represents a recovery of part
of the cost of the investment. Other net gains and losses are recognised in OC! and are not
reclassified to standalone statement of profit and loss .

Financial assets at FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognised in Standalone Statement of Profit and Loss.

Financial liabilities

Financial liabilities are classified and measured at amortised cost or FYTPL. A financial liability
is classified as at FVTPL if it is classified as held-for-trading or it is designated as on initial
recognition.

Financial liabilities and equity instruments issued by the Cdmpany are classified according to
the substance of the contractual arrangements entered into and the definitions of a financial
liability and an equity instrument.

All financial liabilities are recognised initially at fair value and, in the case of payables, net of
directly attributable and incremental transaction cost.

Amortised cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the EIR. The EIR amortisation is included as finance
costs profit and loss.

The Company’s financial liabilities include trade payablesand other financial liabilities.

Derecognition

Financial assets

The Company derecognizes a financial asset (or, where applicable, a part of a financial asset
or part of a group of similar financial assets) when the contractual rights to receive cash
flows from the financial asset expires or it transfers the rights to receive to receive the
contractual cash flows in a transaction in which the company neither transfers nor retains
substantially all of the risks and rewards of ownership and does not retain control of the
asset.
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If the Company enters into transactions whereby it transfers assets recognized 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 derecognised. '

On derecognition of a financial assets in its entirety, the difference between:
e the carrying amount (measured at the date of derecognition) and
s the consideration received {including any new asset obtained less any new liability
assumed) is recognised in profit or loss.

Financial assets subsequently measured at amortised cost are generally held for collection
of contractua! cashflow. The Company on looking at economic viability of certain portfolios
measured at amortised cost may enter into immaterial and infrequent transaction for sale
of loans which doesn’t affect the business model of the Company.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as the derecognition of the original liability and
the recognition of a new liability. The difference in the respective carrying amounts is
recognised in the statement of Profit and Loss.

Offsetting of financial instruments

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.

Derivatives recorded at fair value through profit and loss

A derivative is a financial instrument or other contract with all three of the following
characteristics:

e Its value changes in response to the change in a specified interest rate, financial
instrument price, commaodity price, foreign exchange rate, index of prices or rates,
credit rating or credit index, or other variable, provided that, in the case of a non-
financial variable, it is not specific to a party to the contract (i.e., the 'underlying').

e It requires no initial net investment or an initial net investment that is smaller than

would be required for other types of contracts expected to have a similar response
to changes in market factors.

s It is settled at a future date.

Company enters into derivative transactions with various counterparties to hedge its

oreign currency risks, interest rate risks and equity price risks, respectively. These include cross-

g,%\& ASs'o rcency swaps, forward foreign exchange contracts, futures and options on equities./_g-,‘:féﬁ-f”%
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Derivatives are recorded at fair value and carried as assets when their fair value is positive
and as liabilities when their fair value is negative. Changes in the fair value of derivatives are
included in net gain on fair value changes unless hedge accounting is applied.

Embedded derivatives

An embedded derivative is a component of a hybrid instrument that also includes a non-
derivative host contract with the effect that some of the cash flows of the combined
instrument vary in a way similar to a stand-alone derivative. An embedded derivative causes
some or all of the cash flows that otherwise would he required by the contract to be
modified according to a specified interest rate, financial instrument price, commodity price,
foreign exchange rate, index of prices or rates, credit rating or credit index, or other
variable, provided that, in the case of a non-financial variable, it is not specific to a party to
the contract. A derivative that is attached to a financial instrument, but is contractually
transferable independently of that instrument, or has a different counterparty from that
instrument, is not an embedded derivative, but a separate financial instrument.

If the hybrid contract contains a host that is a financial asset / financial liability within the
scope of Ind AS 109, the Company does not separate embedded derivatives. Rather, it
applies the classification requirements contained in Ind AS 109 to the entire hybrid contract.

Derivatives embedded in all other host contracts are accounted for as separate derivatives
and recorded at fair value if their economic characteristics and risks are not closely related
to those of the host contracts and the host contracts are not held for trading or designated
at fair value though profit or loss. These embedded derivatives are measured at fair value
with changes in fair value recognised in profit or oss, unless designated as effective hedging
instruments.

Share capital

Equity and preference shares are classified as equity. Incremental costs directly attributable
to the issuance of new ordinary shares and share options are recognised as a deduction
from equity, net of any tax effects.

Investment in subsidiaries

Investment in subsidiaries is carried at cost less impairment if any in the standalone
financial statements.

Business Combination

Business combinations of entities under common control are accounted using the “pooling
of interests” method and assets and liabilities are reflected at the predecessor carrying
values and the only adjustments that are made are to harmonise accounting policies. The
figures for the previous periods are restated as if the business combination had occurred at
the beginning of the preceding period irrespective of the actual date of the combination.

Impairment of financial assets

Overview of the Expected Credit Losses {‘ECL’) principles




InCred Financial Services Limited

Notes to the Standalone Financial Statements

- The Company records allowance for expected credit losses for all loans, other debt financial
assets not held at FVTPL, together with financlal guarantee contracts, in this section all
referred to as ‘financial instruments’. Equity instruments are not subject to impairment
under Ind AS 109,

- The ECL allowance is based on the credit losses expected to arise over the life of the asset
(the lifetime expected credit loss), unless there has been no significant increase in credit
risk since origination, in which case, the allowance is based on the 12 months’ expected
credit loss)

- Lifetime ECL are the expected credit losses resulting from all possibie default events over
the expected life of a financial instrument. The 12-month ECL is the portion of Lifetime ECL
that represent the ECLs that result from default events on a financial instrument that are
possible within the 12 months after the reporting date.

Both Lifetime ECLs and 12-month ECLs are calculated on either an individual basis or a
collective basis, depending on the nature of the underlying portfolio of financial
instruments. The Company has established a policy to perform an assessment, at the end
of each reporting period, of whether a financial instrument’s credit risk has increased
significantly since initial recognition, by considering the change in the risk of default
occurring over the remaining life of the financial instrument. The Company does the
assessment of significant increase in credit risk at a borrower level, Based on the above, the
Company categorises its loans into Stage 1, Stage 2 and Stage 3 as described below:

Stage 1

All exposures where there has not been a significant increase in credit risk since initial
recognition or that has low credit risk at the reporting date and that are not credit impaired
upon origination are classified under this stage. The company classifies all standard
advances and advances upto 30 days default under this category.

Stage 2

All exposures where there has been a significant increase in credit risk since initial
recognition but are not credit impaired are classified under this stage. 30 Days Past Due is
considered as significant increase in credit risk.

Stage 3

All exposures assessed as credit impaired when one or more events that have a detrimental
impact on the estimated future cash flows of that asset have cccurred are classified in this
stage. For exposures that have become credit impaired, a lifetime ECL is recognised and
interest revenue is calculated by applying the effective interest rate to the amortised cost
(net of provision) rather than the gross carrying amount. 90 Days Past Due is considered as
default for classifying a financial instrument as credit impaired.

Credit-impaired financial assets:

At each reporting date, the company assesses whether financial assets carried at amortised
cost and debt financial assets carried at FVOC! are credit-impaired. A financial asset is
‘credit-impaired’ when one or more events that have adetrimental impact on the estimated
future cash flows of the financial asset have occurred.
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- Evidence that a financial asset is credit-impaired includes the following observable data;

a) Significant financial difficulty of the borrower or issuer;

b} Abreach of contract such as a default or past due event;

c) The restructuring of a loan or advance by the company on terms that the company
would not consider otherwise;

d) It is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or ]

g} The disappearance of an active market for a security because of financial difficulties.

The mechanics of ECL:

The Company calculates ECLs based on probahility-weighted scenarios to measure the
expected cash shortfalls, discounted at an approximation to the EIR, A cash shortfall is the
difference between the cash flows that are due to the Company in accordance with the
contract and the cash flows that the Company expects to receive.

The mechanics of the ECL calculations are outlined below and the key elements are, as
follows:

Probability of Default - The Probability of Default is an estimate of the likelihood of default
over a given time horizon. A default may only happen at a certain time over the assessed
period, if the facility has not been previously derecognised and is still in the portfolio. The
concept of PD is further explained in Note 30.

Exposure at Default - The Exposure at Default is an estimate of the exposure at a future
default date. The concept of EAD is further explained in Note 30,

Loss Given Default - The Loss Given Default is an estimate of the loss arising in the case
where a default occurs at a given time. It is based on the difference between the contractual
cash flows due and those that the lender would expect to receive, including from the
realisation of any collateral. It is usually expressed as a percentage of the EAD. The concept
of LGD is further explained in Note 30.

Forward looking information )

While estimating the expected credit losses, the Company reviews macro-economic
developments occurring In the economy and market it operates in. On a periadic basis, the
Company analyses if there is any relationship between key economic trends like GDP,
unemployment rates, benchmark rates set by the Reserve Bank of India, inflation ete. with
the estimate of PD, LGD determined by the Company based on its internal data. While the
internal estimates of PD, LGD rates by the Company may not be always reflective of such
relationships, temporary overlays, if any, are embedded in the methodology to reflect such
macro-economic trends reasonably.

Write-offs

The Company writes off Retail secured and unsecured loans overdue for more than 540
days and 450 days respectively, However, Small and Medium Enterprises {SME) Secured and
Unsecured Loans, are written off on a case-to-case basis, based on the probability of
recoverability. Any subsequent recovertes against such loans are credited to the statement
of profit and loss.
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7.

Hedge accounting

The Company makes use of derivative instruments to manage exposures to interest rate
risk and foreign currency risk. In order to manage particular risks, the Company applies
hedge accounting for transactions that meet specified criteria.

At the inception of a hedge relationship, the Company formally designates and documents
the hedge relationship to which the Company wishes to apply hedge accounting and the
risk management objective and strategy for undertaking the hedge. The documentation
includes the Company'’s risk management objective and strategy for undertaking hedge, the
hedging]economic relationship, the hedged item or transaction, the nature of the risk being
hedged, hedge ratio and how the Company would assess the effectiveness of changesin the
hedging instrument’s fair value in offsetting the exposure to changes in the hedged item’s
cash flows attributable to the hedged risk. Such hedges are expected to be highly effective
in achieving offsetting changes in cash flows and are assessed on an on-going basis to
determine that they actually have been highly effective throughout the financial reporting
periods for which they were designated.

During the year, hedges that meet the criteria for hedge accounting and qualify as cash flow
hedges are accounted as follows:

Cash flow hedge

A cash flow hedge is a hedge of the exposure to variahility in cash flows that is attributable
to a particular risk associated with a recognised asset or liability and could affect profit or
loss. For designated and qualifying cash flow hedges, the effective portion of the cumulative
gain or loss on the hedging instrument is initially recognised directly in OCI within equity
(cash flow hedge reserve). The ineffective portion of the gain or loss on the hedging
instrument is recognised immediately as finance cost in the Statement of Profit and Loss.
When the hedged cash flow affects the Statement of Profit and Loss, the effective portion
of the gain or loss on the hedging instrument is recorded in the corresponding income or
expense line of the Statement of Profit and Loss.

When a hedging instrument expires, is sold, terminated, exercised, or when a hedge no
longer meets the criteria for hedge accounting, any cumulative gain or loss that has been
recognised in OCI at that time remains in OCl and is recognised when the hedged forecast
transaction is ultimately recognised in the statement of profit and loss.

When a forecast transaction is no longer expected to occur, the cumulative gain or loss that
was reported in OCl is immediately transferred to the Statement of Profit and Loss.

Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and
short-term deposits with an original maturity of three months or less, which are subject to
an insignificant risk of changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash
and short-term deposits, as defined above, net of outstanding bank overdrafts as they are
considered an integral part of the Company’s cash management.
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9.

Share-based payment arrangements

The cost of equity-settled transactions is determined by the fair value at the date when the
grant is made using an appropriate valuation mode!.

That cost is recognised, together with a corresponding increase in share-based payment
reserves in equity, over the period in which the performance and/or service conditions are
fulfilled. The cumulative expense recognised for equity-settled transactions at each
reporting date until the vesting date reflects the extent to which the vesting period has
expired and the Company’s best estimate of the number of equity instruments that will
ultimately vest.

When the terms of an equity-settled award are modified, the minimum expense
recognised is the expense had the terms not been modified, if the original terms of the
award are met. An additiona! expense is recognised for any modification that increases the
total fair value of the share-based payment transaction, or is otherwise beneficial to the
employee as measured at the date of modification. Where an award is cancelled by the
entity or by the counterparty, any remaining element of the fair value of the award is
expensed immediately through the Standalone Standalone Statement of Profit and Loss.

The dilutive effect of outstanding options is reflected as additional share dilution in the
computation of diluted earnings per share.

10. Lease Accounting

The Company evaluates if an arrangement qualifies to be a lease as per the requirements
of Ind ‘AS 116. The Company uses significant judgement in assessing the lease term
(including anticipated renewals) and the applicable discount rate.

The Company determines the lease term as the non-canceliable period of a lease, together
with both periods covered by an option to extend the lease if the Company is reasonably
certain to exercise that option; and periods covered by an option to terminate the lease if
the Company is reasonably certain not to exercise that option. The Company revises the
lease term if there is a change in the non-cancellable period of a lease

At the date of commencement of the lease, the Company recognizes right — of — use
(“ROU") asset and a corresponding lease liability for alt lease arrangements in whichitis a
lessee, except for leases with a term of twelve months or less (short-term leases) and low
value leases. For these short-term and low value leases, the Company recognizes the lease
payments as an operating expense on a straight-line basis over the term of the lease.

The right-of-use assets are initially recognized at cost, which comprises the initial amount
of the lease liability adjusted for any lease payments made at or prior to the
commencement date of the lease plus any initial direct costs less any lease incentives. They
are subsequently measured at cost less accumulated depreciation and impairment losses.

The lease liability is initially measured at amortised cost at the present value of the future

lease payments. The lease payments are discounted using the incremental borrowing
rates.

/{.:'—-".‘"-i‘-',
sl g
ﬁ“\(\( \Q%’: \
o
. j/r {;."' '

s

S TS
W

i




InCred Financial Services Limited

Notes to the Standalone Financial Statements

11. Income Tax

Income tax expense comprises current and deferred tax. It is recognised in Statement of
Profit and Loss except to the extent that it relates to a business combination or to an item
recognised directly in equity or in other comprehensive income {‘OCF’).

Current tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss

for the year and any adjustment to the tax payable or receivable in respect of previous

years. The amount of current tax reflects the best estimate of the tax amount expected to

be paid or received after considering the uncertainty, if any, related to income taxes. It is
- measured using tax rates enacted or substantively enacted at the reporting date.

Current tax assets and liabilities are offset only if, the Company:

a) has a legally enforceable right to set off the recognised amounts; and
b} intends to realise the asset or settle the liability on a net basis or simultaneously.

Deferre:_i tax

Deferred tax is recognised in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes.

Deferred tax is not recognised for:

il temporary differences on the initial recognition of assets or liabilities in a transaction
that is not a business combination and that affects neither accounting nor taxable
profit and loss; and

iii  Temporary differences related to investments in subsidiaries and associates to the
extent that the Company is able to control the timing of the reversal of the temporary
differences and it is probable that they will not reverse in the foreseeable future.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will be
available against which they can be used. Deferred tax assets are reviewed at each reporting
date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realised. Such reductions are reversed when the probability of future taxable profits
improves. Unrecognised deferred tax assets are reassessed at each reporting date and
recoghised to the extent that it has become probable that future taxable profits will be
available against which they can be used.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
in the year when the asset is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted as on the reporting date. Taxes
relating to items recognised directly in equity or OCl is recognised in equity or OCI.

The measurement of deferred tax reflects the tax consequences that would follow from the
manner in which the Company expects, at the reporting date, tc recover or settle the
carrying amount of its assets and liabilities. P
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a) the Company has a legally enforceable right to set off current tax assets against current
tax liahilities; and

b) the deferred tax assets and the deferred tax lizhilities relate to income taxes levied by
the same taxation authority on the same taxable entity.

12. Property, plant and equipment

i. Recognition and measurement
Items of property, plant and equipment are measured at cost less accumulated depreciation
and any accumulated impairment losses.

The cost of an item of property, plant and equipment comprises:

(i) its purchase price, including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates,

(ii) any directly attributable costs of bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management.

Income and expenses related to the incidental operations, not necessary to bring the item
to the location and condition necessary for it to be capable of operating in the manner
intended by management, are recognised in Standalone Statement of Profit and Loss.

Any gain or loss on disposal of an item of property, plant and equipment is recognised in
Standalone Statement of Profit and Loss.

ii. Subsequent expenditure
Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow to the Company.

ili. Depreciation
Depreciation is provided on straight line bhasis as per the useful life given under Schedule i
of the Companies Act, 2013, and is generally recognised in the Standalone Statement of
Profit and Loss.

Depreciation on additions / {disposals) is provided on a pro-rata basis i.e., from / {upto)
the date which the asset is ready for use / (disposed of).

The useful life as per Schedule Il are as follows:

Buildings 30 years
Furniture & fixtures 10 years
Office equipment 5 years
Com put.ers and printers 3 years
Vehicles 8 years

Depreciation methods, useful lives and residual values are reviewed at each reporting
date and adjusted if appropriate. Based on technical evaluation and consequent advice,
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13. Intangible assets

.
il

Recognition and measurement

Intangible assets (computer software) are stated at cost of acquisition less accumulated
amortisation and impairment losses, if any. The cost of an intangible asset comprises its
purchase price including any import duties and other taxes {other than those subsequently
recoverable from the taxing authorities), and any directly attributable expenditure on
making the asset ready for its intended use and net of any trade discounts and rebates.

Subsequent expenditure

Subsequent expenditure on an intangible asset is capitalised only when it increases the
future economic benefits embodied in the specific asset to which it relates. All other
expenditures are recognised in the Statement Profit and Loss as incurred.

Amortisation

Amortisation is calculated to write off the cost of intangible assets less their estimated
residual values over their estimated useful life using the straight-line method, and is included
in depreciation, amortisation and impairment in the Standalone Statement of Profit and Loss.

The intarigible assets are amortised over the estimated useful life of 3 years.

Amortisation methods, useful life and residual values are reviewed at each reporting date
and adjusted if appropriate. :

14. Impairment of non-financial assets

The carrying values of assets at each balance sheet date are reviewed to determine whether
there is any indication of impairment. If any such indication exists, then the asset's
recoverable amount is estimated.

The recoverable amount of the asset is the higher of its value in use and its fair value less
costs to sell. Value in use is based on the estimated future cash flows, discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.

if the carrying amount of the assets exceed the estimated recoverable amount, an
impairment loss is recognised in the Standalone Statement of Profit and Loss for such excess
amount.

In respect of assets (except goodwill) for which impairment loss has been recognised in prior
periods, the Company reviews at each reporting date whether there is any indication that
the loss has decreased or no longer exists. An impairment loss is reversed if there has been
a change in the estimates used to determine the recoverable amount. Such reversal of
impairment loss is recognised in the Standalone Statement of Profit and Loss, to the extent
that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been
recognised.
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15. Revenue from operations

16

17

Recognition of interest and fee income or expense

Dividend income is recognised on the date on which the Company's right to receive the
payment is established.

Interest income or expense is recognised using the effective interest method.

The ‘effective interest rate’ is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument to:

- the gross carrying amount of the financial asset; or
- the amortised cost of the financial liability.

In calculating interest income and expense, the effective interest rate is applied to the gross
carrying amount of the asset {when the asset is not credit-impaired} or to the amortised
cost of the lability. However, for financial assets that have become credit-impaired
subsequent to initial recognition, interest income is calculated by applying the effective
interest rate to the amortised cost of the financial asset. If the asset is no longer credit-
impaired, then the calculation of interest income reverts to the gross basis.

Fee and commission income:

The Company recognises revenue from contracts with customers {(other than financial
assets to which Ind AS 109 ‘Financial instruments’ is applicable) based on a comprehensive
assessment model as set out in Ind AS 115 ‘Revenue from contracts with customers’. The
Company identifies contract{s) with a customer and its performance obligations under the
contract, determines the transaction price and its allocation to the performance obligations
in the contract and recognises revenue only on satisfactory completion of performance
obligations.

Loan related charges such as cheque bounce charges, foreclosure charges, etc. are
recognised only on receipt basis.

Finance Cost

Finance costs inciude interest expense computed by applying the effective interest rate on
respective financial instruments measured at amortised cost.

Employee benefits

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is
recognised for the amount expected to be paid if the Company has a present legal or

constructive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.
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Contribution to provident fund and ESIC

Company’s contribution paid/payable during the year to provident fund and ESIC is
recognised in the Statement of profit and loss.

Gratuity

The Company’s liability towards gratuity scheme is determined by independent actuaries,
using the projected unit credit method. The present value of the defined benefit obligation
is determined by discounting the estimated future cash outflows by reference to market
yields at the end of the reporting period on government bonds that have terms
approximating to the terms of the related obligation.

The net interest cost is calculated by applying the discount rate to the net balance of the
defined benefit obligation. This cost is included in employee benefit expense in the
Statement of profit and loss.

Remeasurement of defined benefit plans, comprising of actuarial gains / losses, return on
plan assets excluding interest income are recognised immediately in the balance sheet with
corresponding debit or credit to Other Comprehensive Income (OCl). Remeasurements are
not reclassified to Statement of profit and loss in the subsegquent period.

Compensated absence

The Company does not have a policy of encashment of unavailed leaves for its employees
and are not permitted to carry forward the leaves. Hence there is no liability towards
compensated absence.

Foreign currency

Transaction and balances

Transactions in foreign currencies are translated into the functional currency of the
Company at the exchange rates at the dates of the transactions or an average rate if the
average rate approximates the actual rate at the date of the transaction.

Foreign currency transactions are recorded on initial recognition in the functional currency,
using the exchange rate at the date of the transaction. At each closing date, foreign currency
monetary items are reported using the closing exchange rate.

Exchange differences that arise on settlement of monetary items or on reporting at each
balance sheet date of the Company’s monetary items at the closing rate are recognized as
income and expenses in the period in which they arise.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of transactions. Non-monetary items that
are measured at fair value in a foreign currency shall be translated using the exchange rates
at the date when the fair value was determined. Exchange differences are recognised in
the Standalone Statement of Profit and Loss.
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19. Earnings per share

20

21.

22,

The basic earnings per share ('EPS’) is computed by dividing the net profit / (loss) after tax
for the year attributable to the equity shareholders by the weighted average number of
equity shares outstanding during the year.

For the purpose of calculating diluted earnings per share, net profit / {loss) after tax for the
year attributable to the equity shareholders and the weighted average number of equity
shares outstanding during the year are adjusted for the effects of all dilutive potential equity
shares.

Statement of Cash flows

Cash fiows are reported using the indirect method, whereby profit for the period is adjusted
for the effects of transactions of a non-cash nature, any deferrals or accruals of past or
future operating cash receipts or payments and items of income or expenses associated
with investing or financing cash flows. The cash fiows from operating, investing and
financing activities of the Company are segregated.

Segment Reporting

The Company operates in a single reportable segment i.e., financing, since the nature of the
loans are exposed to similar risk and return profiles hence they are collectively operating
under a single segment. The Company operates in a single geographical segment i.e.
domestic.

Provisions, contingent liabilities and contingent assets
Provisions

Provisions are recognized when there is a present obligation {legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settie the obligation and a reliable estimate can be made of the
amount of the obligation.

The expenses relating to a provision is presented in the Standalone Statement of Profit and
Loss.

If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows specific to the liability. The unwinding of the
discount is recognised as finance cost.

Onerous contracts

Provisions for onerous contracts are recognized when the expected benefits to be derived
from a contract are lower than the unavoidable costs of meeting the future obligations
under the contract. The provision is measured at the present value of the lower of the
expected cost of terminating the contract and the expected net cost of continuing with the
contract, Before a provision is established, the Company recognises any impairment loss on
the assets associated with that contract.
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Contingent liabilities

A disclosure for a contingent liability is made when there is a possible obligation or a present
obligation that may, but will probably not, require an outflow of resources. When there is a
possible obligation of a present obligation in respect of which the likelihood of outflow of
resources is remote, no disclosure is made.

Contingent assets

Contingent assets are not recognised in the financial statements. However, contingent
assets are assessed continually and if it is virtually certain that an economic benefit will
arise, the asset and related income are recognised in the period in which the change occurs.

Provisions, contingent assets, contingent liabilities and commitments are reviewed at each
reporiing date.

Exceptional items

When items of income and expense within profit or loss from ordinary activities are of such
size, nature or incidence that their disclosure is relevant to explain the performance of the
enterprise for the period, the nature and amount of such items is disclosed separately as
exceptional items.

Standards issued but not yet effective upto the date of issuance of the financial
statements

Ministry of Corporate affairs have made changes on March 23, 2022, in the following Indian
Accounting Standards (Ind AS) namely Ind AS 101, Ind AS 103, Ind AS 109, Ind AS 16, Ind AS
37 and Ind AS 41, The same are effective from April 01, 2022,




InCred Financial Services Limited

Notes to the Standalone Financial Statements

2. Cash and cash equivalents

(Rs. in lakhs)

! Asat i S Asat

G ' ““Makrch 31, 20227 |2 "March'31, 2031
Cash on hand - 2.84
Balances with banks 4,5953.13 1,320.54
Fixed deposit with bank with original maturity of less than
3 months 250.00 -
Total 5,203.13 1,323.38
3. Bank balance other than cash and cash equivalents

(Rs. in lakhs)

Asat

Earmarked fixed deposits with banks * 2,991.36 588.46
Total 2,991.36 538.46
* Earmarked for borrowings, bank guarantee.
4, Derivative financial instruments at Fair Value
{Rs. in lakhs)
As-at ; As a :
y N March 31, 2022 ;|:“March 31,
{A) Derivative financial assets
{i) Cross Currency Interest Rate Swaps
Cash flow hedge (Notional amount : 5,110.00, PY : Nil }* 299.22 -
" [{ii) Equity Linked Derivatives
Options and futures {Notional amount : 5,443.98 , PY ! Nil )
{Refer note 12} §81.83 -
Total 1,181.05 -
(B} Derivative financial liabilities
Embedded Derivative on Market Linked Debentures
(Notional amount : 4,620.00, PY ; Nil} {Refer Note 12) 186.87 -
Total 186.87 -

*Derivative tronsactions comprise of currency and Interest rate swaps. The Company undertakes such

transoctions for hedging borrowings in forelgn currency.

5. Loans

(Rs. in lakhs)
Asat R AS :
arch 31,2022 | -March 31,
BRI mortised costi|::Amortised cost
{A) (1) Term loans 3,82,323.85 2,64,464.73
Total - Gross (A) 3,82,323.85 2,64,464.73
Less: Impairment loss allowance [9,097.43}) (9,104.89)
Total - Net of impairment loss allowance {A} 3,73,226.42 2,55,359.84
(8} {i) Secured by tangible assets* 1,54,384.85 1,30,978.67
{ii) Covered by Bank and Government guarantees 4,778.52 5,786.74
(1) Unsecured 2,23,160.48 1,27,699.32
Total - Gross (B) 3,82,323.85 2,68,464.73
Less: Impairment loss allowance (9,097.43) {9,104.89)
Total - Net of impairment loss allowance (B} 3,73,226.42 2,55,359.84
{C) Loans in India ‘
{§) Public sectors - -
(i) Others 3,82,323.85 2,64,464.73
Total - Gross {C} 3,82,323.85 2,64,464.73
Less:! Impairment loss allowance (9,097.43} (9,104.89)
Total - Net of impairment loss allowance (C} 3,73,226.42 2,55,359.84

* Secured by charge on immovable properties, vehicles, Inventories and receivables.
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InCred Financial Services Limited

Notes to the Standalone Financlal Statements

8. Deferred tax

The major components of deferred tax assets arising on account of timing differences are as follows:

ﬁar't.iculéfs (4 :R’égog_'nisgc!: i ; ';-Rg'(':vog'hised : R
PR R A profit-orloss: 7] . in.0Cl - ‘March 31,:2022
Deferred tax assets
Provision for impairment loss on financial instruments 2,107.36 175.45 - 2,282.81
Provislon for retirement benefit plans 39.89 15.23 23.87 78.99
Disallowance of merger expenses 119.56 29.13 - 148.69
Lease liability ' 54.18 13.09 - 67.27
Fair value change on financial instruments . 53.75 4,17 57.92
Difference between written down value of property plant and
equipment and Intangible assets as per the books of accounts
and income tax 71.45 27.06 - 98.51
{A) 2,392.44 313.71 28,04 2,734.19
Deferred tax liabilities
Fair value change of investment valued at Fair value through
ocl : {(29.96) 26,99 - (2.97)
EIR impact on financial instruments (504.81) (187.74) - (692.55)
Others (0.28) 0.28 - -
(B) {535.05) {160.47) - (695.52)
Deferred tax asset {net) (A-B) 1,857.39 153.24 28.04 2,038.67
{Rs. in lakhs)
“-Net balance | Recogriised | - Netbalance asat™.
e S " April 01,2020 { | Warch31, 2021
Deferred tax assets
Provision for impairment loss on financial instrurments 1,219.10 888.26 - 2,107.36
Provision for retirement benefit plans 37.68 {4.41) 6.62 39,89
Disallowance of expenses - 119.56 - 119.56
Lease liability 29.82 24.36 - 54.18
Difference between written down value of property plant and
equipment and Intangible assets as per the books of accounts
and income tax 3G.4% 40.96 - 71.45
(A) 1,317.09 1,068.73 6.62 2,392.44
Deferred tax liabilities
Revaluation of investment valued at Fair value through OCl - - {29.96) {29.96}
EIR Impact on financial instruments (352.63) {152.18) - (504.81)
Others (L.24) 0.96 - {0.28)
{B) {353.87) (151.22) (29.96) {535.05)
Deferred tax asset (net) (A-B) 963.22 917.51 {23.34) 1,857.39
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InCred Financial Services Limited

Notes to the Standalpne Financial Statements

10. Other intangible assets

{Rs. in lakhs)
Computer
‘software. | .-
Year ended March 31, 2021
At cost at the beginning of the year 572.70
Additions during the year 189.42
Gross carrying value as March 31, 2021 762.12
Accumulated amortisation:
Accumulated amortisation as at the beginning of the year 272,74
Amortisation for the year 266.89
Accumulated amortisation as at March 31, 2021 539.63
Net carrying value as at March 31, 2021 222,49
Year ended March 31, 2022
At cost at the beginning of the year 762.12
Additions during the year 107.08
Gross carrying value as March 31, 2022 869.20
Accumulated amortisation:
Accumulated amortisation as at the beginning of the year 539.63
Amortisation for the year 140.94
Accumulated amortisation as at March 31, 2022 680.57
Net carrying value as at March 31, 2022 188.63

11. Other non-financ'ial assets
(Rs m lakhs)

Prepaid expenses 294 29 360. 27

Advances recoverable in kind (Unsecured, considered good) 94,73 201.49
GST receivable : 891.53 723.79
Total 1,280.55 1,285.55
\& So
@ 04,;.

i~ G
A
=l MUMBAL |
s +
I3
\c-, 5 /&
N O3
i




InCred Financial Services Limited

Notes to the Standalone Financlal Statements

12, Debt Securltles

- 3 at- :
i Mareh 31572022 - .
e A s | Amiortised . {[Jalt]
Dehentures 45,683.00 73,827.02
Cammercial Papers 10,840.77 -
Total 1,06,523.77 73,827.02
Debt securitles In India 1,06,523.77 73,827.02
Dabt securlties outside India - -
Total ' 1,06,523.77 73,827.02
Terms and condltlons {Rs. In lakhs)
i;r\ . i e a5 : Nature 6i‘siécuri.:}c_“ﬂ_ - L 7 mermsof repaymant ool Maturity dete MB;E?B:ZDZZ ;\s!:t s
1[750, 10.25% Secured Rated Listed Redeemable Redeemable at par at the end of 1096 days from the date of allotment. 26-Apr-21 - 8,213,51
fon-Canvertiole Debentures of Rs. 10,00,000|1 Non-Convertible Debentures issued by the Coupon to be paid annually.
each company are securad by way of a first pari- passu
21000, 9.50% Secured Rated Listed Redeemable|charge over the recelvables of the Company to the - |Redeemable at par at the end of 545 days fram the date of allotment, 20-Dec-21 - 10,687.30
Non-Convertible Debentures of INR 1£,00,000|extent they meet the stipulated security cover Coupon to be paid annually and on maturity.
each {"Hypothecated Receivables”) created pursuant to .
3500, 5,75% Secured Rated Listed Redeemable Non| the deed of hypothecation executed by the Redeemable at par at the end of 1095 days from the date of allotment. 22-Jun-23 5,313.88 5,265.56
Convertlble Debenturas of INR 10,00,000 each  {Company in favour of the Debentyre Trustee. Coupon to be pald annually.
2, Additionally secured by way of a parl- passu
harge with other debenture holders over the
41,000, 9.75% Secured Rated Listed Redeemable |dentified Immovable property owned by the Redeemahle at par at the end of 1095 days from the date of allotment. 26-Jun-23 10,689.83 10,649,328
Non-Convertlble Debentures of INR 10,00,000 company. Coupon to be paid annually.
each
5500, 9.50% Secured Rated Listed Redeemable Non Redeemable at par at the end of 546 days from the date of allatment. 28-1an-22 - 5,050.83
Convertible Debentures of INR 10,00,000 each Coupon to be paid semi-annually.
5500, 5.40% Secured Rated Listad Redeemable Non| Redeemable at par at the end of 549 days from the date of allotment, 10-Feb-22 - 5,277.22
Convertible Debentures of INR 16,00,000 each Coupon ta be paid annually and an maturity,
7|750, 9.40% Secured Rated Listed Redeemable Non Red=emable a1 par at the end of 549 days from the date of alletment, 14-Mar-22 - 7,491 .67
Convertible Debentures of [WR 10,00,000 each Coupon to be paid seml-annually.
Nen- Convertible Debentures issued by the
8| 250, 9.10% Secured Rated Listed Redeemable Nonj campany are secured by way of a first pari- passu Redeemable at par 21 the end of 547 days from the date of allotment. 04-lun-22 62849 2,502,24
Conveartible Debentures of INR 10,00,000 each charge over the recefvables of the Company to the Coupan to be paid quarterly.
extent they meet the stipulated security cover
{“"Hypothecated Receivables”) created pursuant to
the deed of hypothecation executed by the
\ Company [n favour of the Debenture Trustee.
911156, 10.95% Secured Rated Listed Redeemable Noh- Redeemable with agreed coupan at the end of 2191 days from the date 27-Jul-29 12,128.60 -
Convertible Debentures of INR 10,00,000 e2ch of allotment, subject to a Put Cption or Call Optlon at the end of 1096
days.
10(5,21,273, 0% Secured Rated Listed Redeemable Non- Redeemable with agreed coupan at the end of 356 days from the date of| 17-Feb-23 5,202,544 -
Ctonvettlble Debentures of INR 1,000 each Non- Convertlble Debentures issued by the allotment.
company are secured by way of a first ranking
T1]2.15,454, 5.25% Securcd Fated Lited Redeemable Non SCIs1ve and continuing Redeemable with agreed coupon atthe end of 730 days from the date of]  17-Feb-24 4,146.15 -
Convertinle Debentures of IN 1,000 eath charge sreated over identified baok allotment.
* |debts/loan receivables [the
“Hypothecated Assets”) pursuant to the deed of
132|53,836, 9.13% Secured Rated Listed Redeermable Non- hypothecatien executed by the Company In favour 50% will be redeemed on the date at the end of 365 days and remaining 17-Feh-24 1,074,331 -
Canvertihle Debentures of INR 1,000 each of the Debenture Trustee. 50% at the end of 730 days from the date of allotment.




InCred Financlal Services Limited

Notes to the Standalone Financlal Statements

12, Debt Securltles

131158, Secured Redeemable Principal Protected - Redeemabla with agreed coupon at the end of 730 days from the date of] 30-5ep-21 - 1,849.04
Market Linked Nen-Convertible Debenture of INR alfotment.
10,00,000
14348, Secured Redeemable Principal Protected - Redeemable with agreed coupon at the end of 732 days from the date of| 14-Dec-21 - 3,577.56
Market Linked Non-Convertible Debenture of INR allotment.
10,00,060
151502, Secured Redeemable Principal Protected » Redeemable with agreed coupon at the end of 723 days from the date of 18-Feb-22 - 5,630.14
Market Linked Non-Convertible Debenture of INR allatment.
10,900,000
16550, Secured Redeemable Principal Protected - Redeemable with agread coupon at the ead of 911 days from the date o 03-Mar-23 6,406.88 5,744.54
Market Linked Non-Convertible Debenture of INR ailotment,
10,00,000
17150, Secured Redeemable Principal Protected - Radeemabie with agreed coupon at the end of 910 days from the date of] 28-Jul-23 1,657.03 1,487.92
Market Linked Non-Convertible Debenture of INR allotment.
10,00,000
. 18(372, 0% Secured Redeemable Prineipal Protacted - Redeemable with agreed coupon at the end of 545 days from the date of 20-Qex-22 4,056.95 -
Market Linked Non-Convertible Debenture of INR allotment if NIFTY final flxing level Is greater than or aqual to 25% of the
10,00,000 initlal fixing level or else at par
15154, 05 Secured Redeemahble Principal Protected - Redeemable with agreed coupan at the end of 729 days from the date of] 26-May-23 1,658.75 -
Market Linked Nen-Convertible Debanture of INR Non- Convertible Market- Linked Debentures [ssuad |aflotment If NIFTY final fixing level is greater than or equal to 25% of the
10,00,000 by the company are secured by way of a first pari initlal fixIng level or else at par
201139, 0% Secured Redeemable Frincipal Protected - passu charge over the receivables of the Compary  |Redeemable with agreed coupen at the end of 1221 days fram the date 04-Oct-24 1,400.88 -
Market Linked Non-Convertible Debenture of INR to the extent they meet the stipulated security of allotment if NIFTY final fixing level is’ greater than or equal to 25% of
10,00,000 caver (“Hypothecated Recelvables”) created the Initlal fixlng leve| or slse at par
21| 150, 0% Secured Redeemable Principal Protected - pursuant to the deed of hypothacation executed by [Redeemable with agreed coupon at the end of 1011 days from the date 26-Apr-24 1,527.53 -
Market Linked Non-Canvertible Debenture of INR tha Company in favour of the Debenture Trustee. | of allotment If NIFTY final fixing level is greater than or equal to 25% of|
10,00,000 the initial fixIng level or else at par
22| 200, 0% Secured Redeemahle Principal Protected - Redeemahle with agreed coupon at the end of 518 days frem the date of 29-Dec-22 2,132.32 -
Market Linked Non-Cenvertible Debenture of INR allotment If NIFTY final fixing leve! is greater than or equal to 25% of thel
10,00,000 initial fixing level or alse at par
23200, 0% Secured Redesmable Princlpal Protected - Redeemable with agreed coupon at the end of 761 days from the date of] 29-Aug-23 2,139.44 -
Market Uinked Non-Convertible Debenture of INR allotment if NIFTY final fixing level s greater than or equal to 25% of the
10,00,000 Inftial fixIng level or else at par
24320, 0% Secured Redeemable Principal Protected - Redeemable with agreed coupon at the end of 942 days from the date of] 22-Apr-24 3,309.36 -
Market Linked Non-Convertible Debenture of INR allotment if NIFTY finai fixing level is greater than or equal to 25% of the
14,00,000 Initfal fixing level or else at par
75| 750, 0% Secured Redeemable Principal Protected - Redeemable with agreed coupon at the end of 912 days frem the date of 28-Mar-24 7,707.02 -
Markat Linked Non-Convertible Debenture of INR allotment {f NIFTY final fixing level is sreater than or equal to 25% of the
10,00,000 initial fixing level or eise at par
26400, 0% Secured Redeemakle Principal Fratected - Redeemable with agreed coupon at the end of 547 days from the date of] 23-)un-23 4,062.03 -
Market Linked Non-Convertible Debenture of INR allotment if NEFTY final fixing level is greater than or equal to 25% of the
10,00,000 initial fixing level or else at par
27173, 0% Securad Redeemable Principal Protected - Redeemable with agreed coupon at the and of 3205 days fram the date DB-May-25 1,705.86 -
Market iinked Non-Convertible Debenture of INR of allotment if NIFTY final fixing leve! is greater than ar equal to 25% of
10,00,000 the Initial fixing level or else at par
281,000, 0% Secured Radeemable Principal Protectsd - Fedeemable with agreed coupon at the end of 609 days from the date of 04-Jan-23 10,780.60 B
Market Linked Nan-Convertibla Debentura of INR allotment IF NIETY final fixing level ls greater than cr equal ta 25% of thel
10,00,000 inftlal fixing level or else at par
1. First ranking and exclusive charge over the|
Identified Receivables together with all right, title
and interest In relation thereto including the rights
in relatlon to the security interests created in
conhnection therewith:
2. A first ranking and exclusive charge over the Cash
o X
29| 7,500, 0% Secured Redeema.h!e Principal Protected - ;f’:a:i‘:zrl;anking and exclusive charge aver I right, Redeemable with a.greed. coupon at the end of 540 days from the date of| 03-Apr-23 7,953.55 -
Market Linked Non-Convertible Debenture of INR allotment If NIFTY final fixing level Is greater than or equal to 25% of the
10,00,000 title and fnleresf of the Company [n the SPV Trust, initl | Fixing level or e at par
whether as residual beneficlary or in connection
with the contributich undertaken to be made
avallable by the Company to the SPV Trust in terms
of the Assignment Documents.
28| Commerclal Paper |ssued at a discount and redeemable at par, The tenure is 32 days to 189 NA 10,840,77 -
Unsecured days with an average discount rate of 8.13% p.a.
Totak 1,06,523.77 73,827.02




InCred Financtal Services Limited

Notes ta the falone Financlal

13, Borrowings {other than debt securitles)

[Rs. in lakhs
: Asat .As at :
Particulars Maich 31;2022°
RN Antortised cost - Amortlsed cost -
(a) Term loans
{I} frem banks 1,42,452.01 62,464.85
{li} from other parties 19,835.77 16,338,37
(4] Inter corporate borrowings fror: related partles - 6,202.16
(c) Inter corporate borrowings from ather parties 4,550.00 1,000.25
1d) Loans repayable on damand
i} from banks B,223.71 5,456.93
] Commerclal Papers - 1,056.72
Total 1,75,065.4% 93,422.08
Borrowlngs In India 1,69,735.67 93,422.08
Borrowings autside Indla 5,325.82 -
Total 1,75,065.49 93,422.08

Note ; The borrowings from banks and financlol Institutions have been used for the specific purpose for which it

was taken,

Terms ahd conditlons {Rs. in lakhs;
3 10 Asart . Asat
- March 31, 202 March 31, 2021
Borrowlngs
a) Banks Term Loan from Banks are secured by way of ajLoans are repayable in monthly or guarterly installments with original 1,42,452.01 G2,464,65
first parl passu charge over all the recelvables;|tenure ranging from 11 10 60 months at an average rate of interest|
both present and future of the Company; to the|("ROY") of 9.00% p.a.
extent they meet the requirement of each lender's
asset cover stipulated In respect of the
outstanding facilitles.
b} Othars Term Loan from Others are secured by way of a|Loans are repayable in monthly or quarterty installments with ariginal 14,509.95% 16,338.37
first pari passu charge over all the receivables;itenure ranging from 24 to 39 months at an average RO of 10,94% p.a.
both present and future of the Company; to the
extent they meat the requirement of each lender's
asset cover stipulated in respect of the
outstanding facilitles.
b) Others- External commercial borrowings Term Laan from Others are secured by way of a[Loan Is repayable on maturity at the end of 60 months. 5,329.82 -
first patl passu charge over all the recsivables;| Interest linked to LIBOR and payable half yearly,
both present and future of the Company; to the
extent they meet the requirement of each fender's|
asset cover stipulated In respect of the|
outstanding facilities.
Inter corporate horrowings from related parties Unsecured The tenure Js & months. Interest |s payahle on a monthly basis at an - 6,202.16
(Refer Note 31) average ROI of 9.90% p.a.
Inter corporate borrowings fram other parties Unsecured The tenure is 1 month to 3 months. Interest is payable on 2 manthly 4,550.00 1,000.25
basls at an average ROl of 9.14% p.a.
Loans repayable on demand Warking Capital Demand Leans ("WCDL"} and|CC / WCDL facillties are repayable on demand with renewal at the end 822371 5,456.93
(WCDL and CC) Cash Credit ["CC"} from Banks are secured by way|of 1 year. Interest Is payable on a monthly basis at an average RCI of
of a first pari passu charge over all the receivables;|8.44% p.a.
both present and future cf the Company; to the
extent they meet the requiremnent of each lender's|
asset cover stlpulated In  respect of the
wutstanding facilities.
Commercial Paper Unsecured The tenure is 364 days with discount rate of $.00% p.a. - 1,955.72
Total 1,75,065,49 93,422.08

R




InCred Financial Services Limited

Notes to the Standalone Financial Statements

14. Other financial Iiébilities

(Rs. in lakhs)

l As at
- ‘March 31, 2021
- S o 17 Amortised cost:. | - Amortised cost -
Lease liability (Refer Note 34} 2,141.57 1,927.82
Collaterals from customers 3,098.48 2,273.22
Security deposits 55.35 10.57
Payable on servicing portfolio 106.13 -
Provision for expenses 2,734.66 2,389.08
Others : 21.74 20.28
Total : 8,157.93 - 6,620.97

15. Provisions

(Rs. in lakhs)

W .:As at o
March 31,2021

Provision for employee benefits (Refer Note 32} 313.85 158.48

Expected credit loss provision on undrawn

commitments 9.42 11.00

Total 323.27 169.48

16, Other non-financial liabilities

(Rs. in lakhs)

I A . Asat ;. | v Asat.
' March 31,2022 | March 31,2021 .

Statutory dues payable 900.'48 . 516.17
Total 900.48 516.17




InCred Financial Services Limited

Notes to the Standalone Flnancial Statements

17 (A), Equity share capital {Rs. In lakhs)
R e kel e As at March 31, 2022 E .y Asat March:31, 2021

Particulars. Number . |, ..  Amount Number . |- Amount
Authorlsed Capital

Egjuity shares of Rs. 10/- eath 2,01,10,00,000 2,01,100.00 2,00,00,00,000 2,00,008.00
Total . 2,01,10,00,000 2,01,100.00 2,00,00,00,000 2,00,000.00
tssued, subscribed and pald up capltal

Equity Shares of Rs. 10/- each fully paid up 35,45,02,651 35,450.27 30,77,27,936 30,772.73
Total 35,45,02,651 35,450.27 30,77,27,936 30,772,749

Increase In authorised capital is on ascount of merger of inCred Housing Fineince Private Limited with the Company
Terms/rights attached to equity shares
The company has enly ane class of equity shares having par value of Rs. 10 per share fully paid up. Each hotder of equity shares is entitled to one vote per share. The

company declares and pays dividend in indian Rupees. The dividend if and when proposed by the Board of Directors wil be subject to the approval of shareholders
in the ensuing Annual General Meeting, exceptin case of intarim dividend,

tn the event of liguidation of the cnrmpany, the holders of the equity shares will be entitled to receive remaining assets of the company, after distribution of all
preferential amounts. The distribution wilt be in proportion to the number of equity shares held by the shareholders.

Equlty shares held by holding company
Out of the equity shares issued by the company, shares held by its holding company :

(Rs. in lzkhs)

B March 31, 2022 "7 As at March 31, 20215 .0
shares held [~ 2F Amoint - : . Amouit.
23,03,73,125 23,037.31 23,03,73,125 23,037.31
Total 23,03,73,125 23,037.31 23,03,73,125 23,037.31

Equity shares held by promoters of the company
Out of the equity shares issued by the company, shares held by its prormoters:
{Rs. in Jakhs)

aréﬁmei'- - "'AsatiMa'r'cH‘al,gl:_)z‘z-_.'- i | v_'-AgiaPMafch31;202_1:>,:‘ B
. R i . No, of shares,held. : “940f shares:held " No.of shares held -+ i1 % of shares held:
Bee Finance Limited (Mauritius) 23,03,73,125 59,38%| 23,03,73,125 59,64%
Bhupinder Singh 25,19,554 0.65% 25,19,554 0.65%
Total 23,28,92,679 60.03% 23,28,92,679 60,29%

Detalls of shareholder(s} holding more than 5% of the total equlty shares In the company :

rien. . Asat Margh 3120225

75, -As.atMarch 31,2021

e i Name ot sha gholdar =~ 7. Nocofsharsshield .-}~ % Holdin "~ No.of sharés held . 7. % Rolding

Bee finance Limited {(Mauritius), the holding company 23,03,73,125 64.58%| 23,03,73,125 74.86%
nederlandse Financierings-Maatschapplj veer

Ontwikkelingslanden N.V. - Q.00% 100 0.00%!
Daks Asset Management Private Limited {formerly known

as "Alpha Capital Advisors Private Limited AJC PMIS"} 1,86,43,793 5.26% 1,88,93,793 6.14%
Total 24,90,16,918 70.24% 24,%2,67,018 81.00%

Aggregate number of shares issued for conslderation other than cash during the period for a period of flve years immediately preceding
During the current financial year the Company has issued Nil equity shares for consideration other than cash {Previous year: Nil).

Equity shares reconcillation

{Rs. in lakhs)
Partiilars : T ATatMarch3LAN

T RO B v L : . - Number i s ey - Amount
At the beginning of the year 30,77,27,936 30,772.79 30,76,36,727 30,763.67
Add: issued during the year
Shares issued during the year - - -
Stock options exerclsed during the year 17,384,050 173.81 91,208 9.12
Preference shares converted into equity shares 4,50,36,665 4,503.67 - -
At the end of the year 35,45,02,651 35,450.27 30,77,27,936 30,772.79

For shares reserved for issue under Employee Stock option plan - Refer Note No 33
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Notes to the Standalone Financial Statements

17 {B). Preference share capital

{Rs. in lakhs)

g = ‘As at'March 31,2032 - % ‘As at March 31,2021

Farticulars: 2 Nunibel suinesAMOUNt * Number:: Sl T AUt
Authorlsed Capltal

Preference Shares of Rs. 10/- each 9,56,00,000 9,500.00 8,00,00,000 8§,000.00
Total 9,50,00,000 9,500.00 8,00,00,000 8,000.00
Issued, subscribed and pald up capital

Preference Shares of Rs. 10/- each fully paid 3,34,79,624 3,347.96 7,85,16,289 7,851.63
Total 3,24,79,624 3,347.96 7.85,16,289 7,851.63

increase in quthorised capital Is on acceunt of merger of InCred Housing Finance Private Limited with the Company

Tarms/rights attached to preference shares

Each Cumulative Compulsory Convertible Preference Share ["CCCPS") shall be a 0.001% coupon preference share denominated in Indian Rupees and shall be fully
and cumulatively compulsorily convertible within a period of 19 years from the date of their issue.

Each holder of CCCPS shall have such rights to attend and vote at general meetings as prescribed by the Companies Act and ather applicable laws from time o time
and as specified under the Articles of Association. Further to the aforesaid, for the purpose of voting, the holder of the CCCPS shall be deemed to have converted all
its CCCPS into Equity Shares and shall have voting rights on every resolution placed before the Company on the basis of its shareholding In the Company on as “as

canverted” basis or Fully Diluted Basis, i.e., assuming the conversion of all the CCCPS held by it into Equity Shares.

Preference shares held by holding company:

Preference shares held by promoters of the company:

NIl {PY : NIl)

Wil (PY 2 NIL}

Datalls of shareholdet(s) holding more than 5% of the total preference shares In the company :

; ‘at March 31,2022 Vi As at March31,2021
§ R : CELE : .No. of shares:held ;. ;| % Holding: . " Nojofsharesheld: 7| its % Holding
Bee finance Limited (Mauritius), the holding company N 0.00%| - 0.00%|
Nederlandse Financierings-Maatschappij voor
Ontwikkelingslanden N.V. - 0.00% 4,50,36,665 57.36%
Dals Asset Management Private Limited (formerly known
as "Alpha Capital Advisors Private Limited A/C PM5") 72,37,813 21.62% 72,37,813 9.22%
Total 72,37,813 21.62% 5,22,74,478 66,58%
Preference shares reconciliation
{Rs. in lakhs)
D parieiians oo AsatMarch3l ‘zozz'.: i P Asst March 31, 2021 ]
; : G ‘Number: ceEd e Amountsl ; Nurnber Amount
At the beginning of the year 7,85,16,28% 7,851.63 7,85,16,289 7.851.63
Add: lssued duting the year
Shares issued during the period - - - -
Preference shares converted into equity shares (4,50,36,665) (4,503.67) - -
At the end of the year 3,34,79,624 3,347.96 7,85,16,289 7,851.63
Detalls of shareholder(s) hotding more than 5% of the total shares In the company :
‘ “Asat March 31, 2022 ] AsatMareh 312021 ¢
L R R No. of shares held - :[: _No;ofshares held: ..~ % Holdlng: -
Bee finance Limited (Mauritius), the holding company 23,03,73,125 59.38% 23,03,73,125 59.64%
Nedertandse Financierings-Maatschapplj voor
Ontwikkelingslanden N.V. - 0.00% 4,50,36,765 11.66%
Daks Asset Management Private Lifmited (formerly known
as "Alpha Capital Advisors Private Limited A/C PM5"} 2,58,81,606 6.57% 2,61,31,606 6.77%
Total 25,62,54,731 66.05% 30,15,41,496 78.07%
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InCred Financial Services Limited

Notes to the Standalone Financial Statements

19. Interest income

(Rs_. in lakhs)

P_a_r_tlcillaf;__ .

-Year ended ;

March 31,2022 | March31,2021
On financlal assets measured at amortised cost:
-Interest on loans 45,746.66 35,496.52
-Interest income from investments 856.75 523.59
-Interest on depaosits with banks 122.17 154,14
On Financial Assets measured at fair value through Other
Comprehensive Income:
-Interest income from investments 608.87 1,537.50
Total 47,334.45 37,711.75

Note - No revenue from transactions with o single customer ameunted te 10% or more of the Company’s total revenue for the year

ended 31 March 2022 and 31 March 2021,

20, Fees and commission Income

el ; : March 31, 2022
Loan servicing and administration charges 966.24 50116
Service fees (Refer Note 31) 56.00 56.00
Total 1,022.24 557.16
Geographical Markets
Within India 1,022.24 557.16
Ouiside India - -
Total 1,022.24 557.16
Timing of revenue recognition
Services transferred at a point in time 1,022.24 557.16
Services transferred over time - -
Total 1,022.24 557.16
Note: For recelvable balances against the income, refere note no 6
21. Net gain/ (loss) on fair value changes
{Rs. in lakhs)
“Year ended *Yearended i
by ! . "Miageh 3152022 0| . Mareh 31,2021
Net gain/ (loss) on financial instruments at fair value
through profit or l1oss
-Irvestments 132.93 268.91
~Derivatives (34.64) -
Total 98.29 26891
Fair value changes:
-Realised 132.93 268.91
-Unrealised {34.64) -
22, Other income
(Rs. In lakhs)
Year-ended:: “Year endled ;.

Particulars

P e

“.:March 3152022

" March 31, 3021 .

Marketing income

1,764.00 155,00
Business support charges (Refer Note 31) 1,349.32 401.46
Other income ' 216.72 50.63
Total 3,330.04 647.09




InCred Financial Services Limited

Notes to the Standalone Financial Statements

23, Finance costs

{Rs in Iakhs)

Particulars . .0

March 31,2022" |

Yearended
March 31 2021

On financial liabilities measured at amortised cost:

(i) Interest on borrowings 10,593.94 8,258.41
(i) Discount on Commercial Paper 487.26 124.74
(i) Interest on Debentures 10,206.40 6,499.73
{iv) Interest on Inter Corporate Debts ("ICD"} 280.46 195.74
(v} Interest on lease liability (Refer Note 34) 198.43 152.16
(vi) Other finance cost ___ 185,43 40.62
Total 21,951.92 15,271.40

24. Impairment on financial instruments

(Rs in lakhs)

i Year ended L
- .March 31,2021
On Fmancual mstruments measured at amortlsed cost .
(i) Loans (including amount written off, net of recovery) 4,360.72 8,868.53
(i} Investments (3.90) 0.05
(iii} Others {5.18) {3.21)
Total 4,351,64 8,865.37
25. Employee benefits expenses
' (Rs in |akhs)
Year ended

"March 31:’

;-2022 ~

March 31 2021

Salaries and wages

10,685. 21

7, 799 95
Contribution to provident and other funds 270.31 216.00
Share based payment to employees (Refer Note 33} 2,443.68 1,026.38
Staff welfare expenses 225.32 138.43
Retirement Benefit expenses (Refer Note 32) 60.52 {21.39)
Others 2.22 -
Total 13,687.26 9,159.37




InCred Financial Services Limited

Notes to the Standalone Financial Statements

26. Other expenses

{Rs. in lakhs)

ke “Yearended | | . Yearended = .
Particulars ", i L I L T L
SR L R | March31,2022 . /| - March31,2021 = -
Information Technology expenses 1,312.43 593.96
Collection expenses 1,150.94 851.93
Legal, professional and consultancy charges 1,137.49 441.41
Office Expense 442 .45 378.81
“{Travelling and conveyance 260.31 129.22.
| Advertisement, publicity and sales promotion expenses 226.59 389.18
Rating fees 189.75 104.25
Payment to auditors 111.83 84.93
Directors' sitting fees {Refer Note 31) 4535 13.19
Stamp Duty & Filing fees 29.68 8.10
Bank charges 26.64 31.94
Repairs and maintenance 21,22 15.28
Corporate Social responsibility {(Refer Note 38) 16.35 20.05
Rent {Refer Note 34) 10.51 275.89
Membership and Subscription 470 5.50
Miscellaneous expenses 210.59 462.28
Total 5,196.83 3,805.92

Payment to the auditors:

(Rs. 'm lakhs)

gors 'Y'ear'eri_ded-' ,

Auditor's remuneration

- Audit fees 68.33 62.89
- Limited review 18.97 11.23
In other capacity

- Certification services 24,53 10.81
- Taxation - -
Total : 111.83 84.93

Excludes fees of Rs. 15.00 lakhs (exlcuding G5T) (Previous year Nil} incurred during the year ended 31 March 2022 in respect
of services provided in connection with public issue of non-convertible debentures which is considered as o part of finance

costs for the issue.




InCred Financial Services Limited

Notes to the Standalone Financial Statements
27, Tax expense

{a) Amounts recognised in profit and loss

(Rs. in lakhs)

Paljtiéi‘il'a(s o

March 31, 2022 | March 31, 2021

Year anided - | “Year ended

Current tax expense

Current year 1,358.68 1,182.98
Tax pertaining to previous years - 47.84}
Current tax expense 1,358.68 1,135.14
Deferred tax expense

Origination and reversal af termporary differences {153.25) 917.52)
Deferred tax expense (153.25) [917.52)
Tax expense for the year 1,205.43 217.62

{b} Amounts recognised in other comprehensive income

{Rs. in lakhs}

“Neat.enged:March 31, 2022

ear ended March 31, 2021

! o (ORBRSE) | e of

\tems that will not be reclassified to profit or loss

{a) Remeasurements of defined benefit llability {asset) (94.84) 23.87 {7097} (26.29) £.62 19.67)

(b) Equity instruments through other comprehensive income - - - - - -

ftems that will be reclassified to profit o loss

(a) Debt instruments through ather comprehensive income {120.30} 30.28 (90.02) 118.97 {29.95) 89.02
{215.14) 54,15 {160.99) 92,68 {23.33) 69,35

(c} Amounts recognised directly in equity

There are no temporary difference recognised directly in equity for the year ended March 31, 2022 (Previous Year: Nil}

{d} Reconcillation of effective tax rate

(Rs. In lakhs)
[Profit befare tax as per Statement of profit and loss (A} 4,817.20 k

Statutory tax rate - 25.17% 25.17%!
Tax using the Company's domestic tax rate (B) 1,212.49 312.37
Tax effect of:
Tax effect of amounts which are not deductible in caleulating
taxable income 4,15 8.43
Effect of Income exempt fram income tax (25.17) (42.11}
Tax pertaining to prior ygar - (47.84)
Other adjustments 13.56 (13.23)
Effective tax amount 1,205.43 217.62
tffective tax rate 25.02% 17.53%

\ v ._,_.-;-r'i‘
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InCred Financial Services Limited

Notes to the Standalone Financial Statements

28. Earnings per share

Basic and diluted EPS amounts are calcutated by dividing the profit for the year attributable to equity holders by the weighted
average number of equity shares outstanding during the year.

i. Profit attributable to Equity shareholders:

{Rs. in lakhs)
h[Year ended March
: : . ‘ - - 31,2021
Profi - - - -
ro‘flt attrllbutable to equity holders of the Company used in calculating 3.611.77 102344
basic earnings per share
Pf‘oflt attrlb%ltable to egwty holders of the Company used in calculating 3.611.77 1,023.44
diluted earnings per share

il. Weighted average number of ordinary shares

March 31,2022,

o Asat
“:March'3i, 2021

Wéighted average number of equity shares used as the denominator in
calculating basic earnings per share (A) .
Adjustments for calculation of diluted earnings per share (B) 21,16,274 14,19,853

38,60,17,437 38,51,19,843

Weighted average number of equity shares and potential equity shares

used as the denominator in calculating diluted earnings per share (A+B) 38,81,33,711 38,65,39,696
Basic earnings per share 0.94 0.27
Diluted earnings per share 0.93 0.26
/ \/\@. !
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Intred Financial 5ervites Limited

Notes to the datone Financial 5t

Portfollo Segment Lending vertlcals o EAD 1GD
Stage i ] Staga 2 Stage3
Personat Loan
) . ) . L Exposure at Default [EAD)
" An emplrical PD is derived basis the historical {5 the amount which the {R8( standard provisicn for|
Unsecured Business Loan portfolle defauli rates. Forward locking PD is
N barrower owes as at the NPAs in unsecured
Unsecured estimated from a statistical model that takes 100% . . .
the empirical B and futere th reporting date {including |  portfollos is assumed
Student Loans = emplncal PD and future the macro- overdue and undrawn (65%)
economic forecast as Inputs.
amount)
Supply Chaln Finance
An empirical PD Is derived basis the historfeal
Escrow Backed Funding portfelia default rates, Ferward laoking P0 is
i | from s statistical modef that takes
Twe Wheeler Finance the emplrical PD and future the macro-
econamic forecast as [nputs Exposure at Detault {EAD)
. is the amoeunt which the |RBI standard provisicn for
Secured School Finance barrower awes as at the NPAsin secured
Secured 100% "
reporting date {Including | portfolivs is assumed
Micro FInance In absence of sufficient default data, a overdue and undrawn (50%)
management Judgement-hased PD is used in amount)
Loan Against Property line with industry benchmarks
Heme Loans
As at March 31, 2022
{Rs. inlakhs)
e = - . EE
Gross carryin R : Not-carrying: -
' rying Expected cradlt losses | . - Ay i
= amount i e amaunt
o S, . 3 E £
stoge 1 Term Loans 3,49,541.03 2,461.45 3,47,079.58
Loan commitments 14,248.30 9,42 14,238.88
Stage 2 Term Loans 21,971.46 1,229.09 20,742.37
Stage 3* - Term Loans 10,811.36 5,406.89 5,404.47
* inciudes 8,513 lean accounts which are overdue for more than ninety days
As at March 31, 2021
(Rs. Inlakhs)
- Griiss carrylng: | - et canyin
R ry_.g .Expacted craditjosses | &0 AN
“amount : Alchitss amount
Stage 1 Term Loans 2,29,929,27 1,865.67 2,28,063.60
Loan commitments 8,975.03 11.00 B8,964.03
Stage 2 Term Loans 24,329.43 2,009.41 22,320.02
Staged Term Loans 10,205.03 5,229.81 4,976.22

Collateral held

The Company periodically manitors the quality as wall a5 the value of the security to meet the prescribed fimits, The collateral held by the Company varies on case to case basis and includes:

i} First/Subservient charge an the Land and/or Building of the preject or other projects
1) Flrst/Subservient charge on the fixed and current assets of the borrower
il Hypothecation cver receivables from funded project or other projects of the borrower

Iv} First loss guarantee default (FLDG} in the form of cash collateral, lien on fixed deposits etc.

The below table stratifles credit axposure for secured loans by ranges of Loan-to-value (LTV) ratio. LTV [s caiculated as the ratio of the Principal outstanding of the loan to the value of the colfateral. The
valuation of collateral is as of date of grant of loan and excludes any adjustments for obtalning and selling the collzteral.

(1l) Secured Loans

{Rs. In lakhs}

LTV-Ratlo .- | outstanding as:at March | As st March 31,2022 [; Princigal outstandlng | *As st March 31,
S IO L Al ¥ avar March 312001 G - s02

Less than S0% 48,024.41 30,40%] 53,647.27 39.96%)
51-70% 17,439.28 11.04%] 18,554.37 13.82%
71-90% 20,912.59 13.24%| 11,474,72 8.55%
91-100% 71,041.92 44,973 46,912,45 34,94%)
More than 100% 546.18 0.35% 3,663.67 2.93%
Total 1,57,968.37 1uu.uu%| 1,30,252.48 100,00%

The Compaty measuras the amount of ECL on a finandial Instrument in a way that reflects an unblased and probabiltty-welghted amount. The Company conslders its historical loss experience and
adjusts the same for current observable data. The key inputs Into the measurement of ECL are the prabability of default, lass given default and expasure at defaujt. These parameters are derived from
the Company’s internally developed statistical models and ather historical data, In addition, the Company uses reasonable and supportable Infarmation on future economic conditions including
macroeconoric factors such as services, GDP, recorded unemployment, growth rate, current account balance ete. Since incorporating these forward Jocking information increases the judgment as to
how the changes In these macroeconomic factor will affect ECL, the methodology and assumptions are reviewed regularly.
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InCred Financial Services Limited

Notes to the Standalone Flnanclal st
(1) Reconcitiation of Loan exposure and Loan loss allowance

Far Loan exposure
The below table signifies movement of gross carrying amount:

Offsetting financlal assats and financial liabilities

{Rs. Inlakhs}
- Reconclliation of Loan exposure Stagel ...~ Stage2 . i Stage 3
Loan exposure on March 31, 2020 2,00,086.79 4,228.93 5,943.06
Change In cpening credit exposure {1,11,619,89) {7,901.73) {5,362.11)|
Mew credit exposures during the year, net of repayment* 1,60,934.35 17,437.99 6,845.50
Transferred to 12-month £CL 720,84 (71069 {10.15)
Transferred to Lifetime ECL not credit impaired {12,243.37) 13,245.97 {2.60}
Transferred to Lifetime ECL credit Impairad {4,879.72) {1,233.84} 6,113.56
Write — offs - . (4,474,73)
Loan exposure on March 31, 2021 2,32,999.00 24,066.63 9,052.53
Change in openlng credit exposure {1,24,612.06) (7,159.92) {2,629.64)
New credit exposures during the year, net of repayment* 2,50,658.03 2,454.79 493.14
Transferred to 12-month ECL 2,000.14 (1,871.06) {25.08)
Transferred to Lifetime ECL not credit impaired (7,580.58) 7,921.2% 340.70)
Transferred to Lifetime ECL credit Impalred (3,923.48) 13,340,27) 7,263.75
Write — offs - - (2,598.64}
Laan exposura on March 31, 2022 3,49,541.03 21,971.46 10811.36
' *represents cutstonding bolance of lnan exposures originated during the year as at reporting date.
For Loan loss allowance:
(Rs. in lakhs)
:1b o cdev Réconcillation’of loss allowance: i ~Staga1 Stage 2 Stage3
I.uss allowan:e on March 31, 2020 1,345.71 317,58 3,675.81
Change Tn opening credit exposure (629.26) (576.12) (698.54)
New credit exposures during the year, net of repayment*® 1,384.79 1,561.92 3,431.52
Transferred to 12-month ECL 5.20 (25.23) (8.09)
Transterred to Ufetime ECL not credit Impaired {121.88) 881.42 {3.86)
Transferced to Lifetime ECL credit impalred {118.89) {150.23), 3,307.70
Write — offs - - (4,474.73)
Loss allowance on March 31, 2021 1,865.67 2,009.41 5,229.81
Change in opening credit exposure (1,342,22) (640.79), (54.68)
New credit exposures during the year, net of repayment® 1,973.46 178,72 248.06
Transferred to 12-month ECL £3.41 (265.29) (15.65)
Transferred to Lifetime ECL not credit impaired [45.40} 260,43 (171,57}
Transferred to Lifetime ECL credit impaired [42.47) (343.39) 3,168.5¢
Write — offs - - (2,998.64)
Lass allowance on March 31, 2022 2,461.45 1,229.08 . 5,406,589
*represents outstanding balance of loss alfowance on loon exposures orfginoted durlng the yeor as at reparting dote.
Forinvestments
{Rs. In 1akhs!
-*Recorigiliation of foss dllowan i Stage 1+ "
Loss allnwance on March 31, 2020 -
Changes [n loss allowances due to Assets used or released 13.17
Loss atlowance on March 31, 2021 13.17
Changes In loss allowances due to Assets used of released {3.89)
Loss allowance gn Margh 31, 2022 .28
For loan commitments
{Rs. in lakhs}
: clllation’of loss allowanca " Stage 1 .
Loss allowance on 31 March 2020 4.82
Changes in |oss allowances due to Assets used ar released 6.18
Loss allowance on 31 March 2021 11.00
Changes in loss allowances dus to Assets used or released {1.58)
Loss allowance on 31 March 2022 9.42

There are he financial assets and Financial liabilities which ate subject to offsetting, enforceahla master netting arrangements and similar agreements.

Impact of COVID-13

{A) In accordance with the Board approved maratarium palicy read with the Reserve Bank of Indla (RBI} guldelines dated 27 March 2020, 17 April 2020 and 23 May 2020 relating to ‘COVID1S -Regulatory
Package', the Company had granted moratarium up to six months on the payment of instalments which became due between 1 March, 2020 and 31 August, 2020 to all eligible borrowers. During the
current and previous year, the Cermpany had provided lean moratorium in respect of certain loan accounts pursuant to RBI's Resolution Framework 1,0, dated August 6, 2020 and Resolution Framework

2.0. dated May 5, 2021 for COVID-19 induced stress, As at March 31, 2022, the Company holds adequate impairment allowance on the lozn portfolio as per requirements of Ind AS 109,

{B) Pursuant to the RBI circular dated Noyember 12, 2021 ~ “Prudential Norms on Income Recognition, Asset classification and Provisionlng pertaining to Advances - Clarifications” and review of the
Company's current pelicy for measuring expected credit losses as per Ind AS, the Company had aligned its deflnition of default {i.e. Stage I11) with the aforesaid circular for asset classificatlon and
pravisioning purpose as per Ind AS and the resultznt Impact had been effected in unaudited quarterly financial results for the period ended December 31, 2021. However, on February 15, 2022 RBI had
issued further clarificaticn on the said circular and has granted time till September 30, 2022 to NBFCs to implement the change Tn default definition. As a consequence, the Cempany has realigned the
deflnition of change In default ta earlier nerms. The Cempany will take necessary steps to ensure compliance with the circular,




InCred Financial Services Limited

Notes to the Standalone Financlal Statem

30. Financial risk management

In the course of its business, the Company Is exposed to certain finzncial risks namely credit risk, Interest risk, market risk & liquidity risk. The Company's primary focus [s ta achieve better predictabllity
of financial markets and seek to minimlze potential adverse effects on its financial performance. The financial risks are managed in accordance with the Company's risk management policy which has
been approved by its Beard of Directors.

The Company's board of directors has overall r ibility for the li and oversight of the Company's tlsk management framework. The board of directors has established the Risk
Management Committee, which Is responsible for developing and menitoring the Company's risk management policles, The committee reports regularly to the board of directors on its activities.

The Company's risk management policies ara established to [dentify and analyse the risks faced by the Company, to set appropriate risk limits and controls and to monlter risks and adherance to limits,
Risk management policles and systems are reviewed regularly to reflect changes In market conditions and the Company's activitles.

A, Credit risk

Credit risk is the risk of financal loss ta the Company if a customer or counterparty to a financlal instrument falls to meet its contractual obligations T.e. recelvables from customers, Investments in debt
securitles ete. Credit risk arises from loans and advances, investments carried at amortized cost and deposits with banks and financial Ihstitutions.

1} Credit risk management
The Campany key oblective Is ta malrtaln a strong culture of responsible lending, 2nd robust risk policles and control framewarks . The Company considers varlous factors, which provide an assessment
of the borrawer's ability-to-pay and willingnass-to-pay. While the technigues used for assessment vary across product-segments, the credit princlples remaln a common factor.

The key factors considered include:
- Income and cash fltw analysls: The borrower's income for multiple sources Is assessed, along with the borrower’s obligations and financial commitments, Hence, the funds available to repay the
loan/EMI is computed, and the loan Is tailored to be affordabte to the borrower. For certaln product types warking capital gap [s alsc calculated.

- Credft histery analysis: The borrower's experlence in managing debt is considered. Prior delinguencles and considered, A strong repayment track record Is typically an indicator of the customer’s
willinghess-to-pay. Exceptions and nuances, like customers with a imited credit history but with strengths fike Job-tenure or asset-ownership, are also consldered to make appropriate credit decisicns.

- Borrowar's proflle and intended use of the funds: The borrower's intended use of funds Is considered as a part of the credit process, Tncluding the calculation of working capital cycle for certain
praduct types. in some product-segments, the use of funds may be certified by the borrower er controfled by disbursing directly 1o the end-use. Borrower prefiles which are not In targeted market-

segments are screenad aut.

- Security cover pravided: The Company has a well defined credit policy which lays sut the security to be provided. in certain cases, providing the relevant collateral is a pre-cendltion for ioan sanction.

- Call bility and g {on: . The borrower’s iocation, accessibility, stabifity and contact-abllity are all considered before loan sanction. In cases where there are doubts or concerns about any of
these factars, an adverse adjustment ta the risk-profile is made.

The Company has separate data sclence/anaiytics team which monitors the vintage curve, bounce rates, collection efficlency, portfollo metrics and delinquencies further pericdlc re-audit of existing
cases to unearth delinquency trends and credit learnfngs.

Measurement of Expected Credit Losses ['ECL)

The Company has segmented Its autstanding portfolio based on the risk profiles i.e, risk management policles, historical experlences with respect to default rates etc. for the computation of ECL,

A three-stage model for impalrment based on thanges in credit guality since initial recognition has been implemented. The Company has used Days Past Due ['DPD’} hasis for staging of the portfolic and
fas opted for the rebuttable presumptlon prescribed by the standard to recognize default in case payments are overdue 30 days and a Significant tncrease In Credit Risk {*SICR') in case payments are
averdua far more than 30 days.

The ECL allowance [s based on the credit Iosses expected to zrise over the life of the asset (the lifetime expected credit loss), unless there has been no significant increase In credit risk since origination,
in which case, the allowance is based on the 12 months’ expected credit loss).

Lifetime ECL are the expected credit losses resulting from alt possible default events over the expected life of a financial instrument. The 12-month ECLIs the portion of Lifetime ECL that represent the
ECLs that result from default events an a financial instrument that are possible within the 12 menths after the reporting date.

established a polley to perform an assessment, at the end of each reparting perfod, of whether a financiat instrument’s credlt risk has Increased significantly since Inltial recognition, by considering the
change In the risk of default occurring aver the remaining Iife of the financlal instrument. The Company does the assessment of significant increase in credit risk at a borrower level. Based on the above,
the Company categorises Its [oans inte Stage 1, Stage 2 and 5tage 3. Considering the current macro ecanomic scenarlo, due to Covld, the probability of defaufts have been increased over and above the
histortcal trends across product verticals.

Soth Lifetime EClLs and 12-month ECLs are calculated on efther an Individual basis fcoliective basls, d ding on the nature of the underlying portfolic of financial instruments. The Company has

3 ‘Sfa't'us"‘ : Basls for recognltion of ECL

ER Loans Invastments:.
Current Stape 1 12 Month's ECL 12 Month's ECL
1-30 days Stage 1 12 Month's ECL 12 iMonth's ECL
31-90 days Stage 2 Llfe Time ECL Life Time ECL
80 + days Stage 3 Life Time ECL Life Time ECL

Further, the Company on the basis of its assessment of credit risk classifies loans under Stags 2 frrespective of Its overdues status during the period, Including foans under cne-time resolution (OTR)
framework prescrioed by the Reserve Bank of India (R8I) for COVID-19 related stress. These accounts are upgraded to Stage 1 as and when they demonstrate satisfactory hehaviour under the revised

repayrment schedule,
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InCred Financial Services Limited

Notes to the Standalone Flnancial Statements
30. FInancial risk management (continued)

€. Market risk

Market risk of Irterest rate fisk Is the risk that the fair value or future cash flows of a financial instrument will fluctuate bacause of changes in market interest rates, The
Company Is expesed to interest rate rlsk through the impact of tate changes on Interest-bearing llabllitles and assets. The Company manages its Interest rate risk by manitoring
the movements in the markst interest rates closely. The Company has Asset and Liability Management Committee (ALCO) and has empowered it to assess the inferast rate risk
run by it and previde appropriate guidelines to the Treasury to manage the risk. The ALCO reviews the interast rate risk on periodic basis.

Exposure to interest rate risk

Cornpany's Interest rate Hsk arises malorly from borrawings, loans and Investments. The interest rate profile of the Company's intarast-bearing financiai instruments as reported
to the management of the Company Is as follows.

{Rs. in lakhs}

- Nominal armount . *
LiEdpgat,
#arch 31,2021
Loans
Fixed rate loans 2,22,062.75 1,30,872.89
Varlable rate loans 1,58,346.,89 1,32,483.60
Bank balance other than cash and cash equivalents 2,991.36 586.06
Fixed rate investments in debt securities at amortised
cost 85547 2,120,55
Fixed rate Investments in debt securities at other
comprehensive income 2,909.12 6,652.06
Total 3,87,165,59 2,72,725.16
Debt and Borrowings
Flxed rate Debt and Borrowings {1,56,641.86) {94,622.40)
Varlable rate Debt and Borrowings {1,21,500.62) {69,420.64)
Total {2,78,142.48} {1,64,043.04)

Falr value sensitivity analysls for fized-rate instruments

The Company does hot agcount for any fiaed-rate financlal assets or financlal liabilities at fair value through profit or loss. Therefore, a changa in interest rates at the reporting
date would not affect profit or loss,

Cash flow sensitivity analysls for variable-rate Instruments

‘The sensitivity analyses below have been determined based on the exposure to interest rates for assets and liabilities at the end of the reporting period. For floating rate
assets and liabilities, the analysis Is prepared assuming the amount of the liabilities/assets outstanding at the end of the reporting peried was outstanding for the whele year
and the rates ara reset as per the applicable reset dates.

If Interest rates related to loans and borrowings had been 100 bps higher/ lower and all other variables were held constant, the Company's Profit before tax for the year
ended/ Other Equity [pre-tax} as on March 31, 2022 and March 31, 2021 woukl Increase/ (decrease} by the following amounts:

(Rs. in lakhs}

- Equity {biefore of tax) -
100 bp Iricredisé . 1200 by decjeas,

March 31, 2022

Variable-rate Instruments 397.55 {397.55) 397.55 {397.55}
Cash flow sensitlvity {net) 397.55 {397.55} 397.55 {357.55)
March 31, 2021

Variable-rate Instruments 697.25 {697.25) 697.25 (697,25)
Cash flow sensitlvity {net) 697.25 (697.25) 697.25 {697.25)

The risk estimates provided assume a parallel shift of 100 basis points Interest rate across all yield curves. This calculation also assumes that the change occurs at the balance
sheet date and has been calculated based on risk exposures outstanding as at that date. The perlod end balances are not necessarlly reprasentative of the average debt
outstanding during the period.

D, Other Price risk :
The Company is not exposed to any ather price risk.

E. Foreign Currency Risk

The Company is exposed to foreign currency fluctuation risk for Its external currency borrowing (ECB). The Cornpany's borrowings In forelgn curcency are governed oy RBI
guidelines {RBI master direction RBI/FED/2018-19/67 dated 26 March 2019 and updated from time to time] which requires entities raising ECE for an average maturity of less
than 5 years to hedga minimum 70% of the Its ECB exposure (Principal and Coupen). The Company hedges its entire ECB exposure for the full tanure of the ECE as per Board
approvad policy. The Company for its ECE, avaluates the foreign currency exchange rates, tenure of ECB and its fully hedged casts, The Company manages its currency risks by
entering Into derivatives contracts as hedge positions and the same are being governed through the Board approved policy.
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InCred Financial Services Limited

Notes to the Standalone Financial Statements

31. Related party disclosures

Key managerial personne! ("KMP"]
Name of the KMP =

+ Designation

Mr. Bhupinder Singh

Mz, Vivek Bansal

Mr. Gajendra Thakur

Mirs. Nikita Hule

Mr, Deepak Narang

Mrs, Rupa Rajul Vora

Mr. Debashish Dutta Gupta
Mr. Karnam Sekar

Dr. Parvinder Singh Pasricha
Mr. Antonius Theodorus Maria Bruijninckx
Mr. Girlsh Cinanath Nadkarnl
Mr. Vivek Anand PS

Whole time director and Chief Executive Officer
Whole-time director and Chlef Financial Officer
Company Secretary (w.e.f. September 1, 2020)
Company Secretary (upto August 31, 2020)
Independent Director (upto June 11, 2021)
Independent Director

Independent Director

Independent Director {w.e.f December 17, 2021)

Independent Director {w.e.f March 3, 2020 upto September 3, 2020)

Nominee Director (upto Decerber 15, 2021)
Neminee Director {upto June 13, 2021)
Nominee Director

Enterprises where key management personnel exercises significant influence

1. InCred Capital Financial Services Private Limited (Formerly known as Proud Securities Private Limited)

2. InCred Weaith Private Limited (Formerly known as InCred Capital Inclusion Advisory Private Limited)

3, InCred Asset Management Private Limited (Formerly known as InCred Capital Investment Advisors and Managers Private Limited)
4. InCred Capital Wealth Portfolioc Managers Private Limited (Formerly known as BSH Corporate Advisors and Coensultants Private Limited)
5. InCred Reseatrch Services Private Limited (Formerly known as Earnest Innovation Partners Private Limited)

A, Names of related parties and nature of relatlonshlp

" .Country of Propartionof ownership: interest;.

- Incorporatlon (%, hnlding)'
i Asaty : As at
L A 5 _ arch 31, go’zz ‘| march 31,2021
Bee Finance Limited {Mauritius), Holding Co. Mauritius 59.38% 59.64%
Direct subsidiaries:
Name of subsidia Country of Principal placé of | Pro ion of ownership Interest.
: + Incorporation " ‘pusingss;Z .. | (% halding)
= : CAsat As at
B T S 5 S pe Bl Mareh 31, 2022 |-March 34, 2021
Incred Management and Technology Services Private Limited India Mumbai 100.00% 100.00%
Booth Fintech Private Limited India Mumbai 100.00% 100.00%
Incred.Al Limited India Mumbai 100.00% NA
Assoclate of Booth Fintech Private L|mlted
Name of subsldla es TN it " Country of =L Prlncipal place o Proportuon of ownershlp interest
B L ‘lncorpuratlon. i P “As-at,

"y e { march 31,2021
mValu Technology Services Private Limited India Mumbai 40,96%
Transactions with key management parsonnel
1. Key mahagement personnel compensahon (Rs.in Iakhs)
Partlculars e ar end‘ i Mare

Employee benefit expenses

575.33

Directors' sitting fees

13.19

As the liabilities for gratulty and share based payments are provided on actuariat basis for the Company as 2 whole and hence the amounts pertaining to

the key management personnel are not included in the above.
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InCred Financial Services Limited

Notes to the Standalone Financial Statements

32, Employee beneflts

1. The Company has reccgnised the following amounts in the Profit & Loss Account towards contributions to provident fund and other

funds:
{Rs. in Jakhs)
L " Year ended © " Year ended -
Particulars i S :
ST ~March 31,2022 |, ‘March 31,2021
Provident fund 27031 215.57
2, Gratuity

Every employee wha will comptete five years or more of service gets a gratuity on departure at 15 days salary (last drawn) for each

completed year of service, subjact to ceiling of INR 20,00,000.

Table showing change in the present value of projected benefit cbligation

{Rs. in lakhs)

Asat.

i rrii Maich31:2022 75" -WMarch 31,2021
Change In beneflt obllgations

Present value of benefit obligation at the beginning of the year 15848 88,90
Interest cost 6.74 4.49
Current Service cost 5378 38.82
Liability Transferred InfAcquisition -
Actuarlal Loss / {Gains) on Obligations - Due to Change in Demographic Assumptians [0.02) -
Actuarial Loss / (Gains) on Dbligations - Due to Change in Financial Assumptions 0.57) 498
Actuarial Losses on Dbligations - Due to Experience 95.44 21.29
Liabllity at the end of the year 313.85 158.48

Amount recognized in the Balance Sheat

March 312022

{Rs. in lakhs}
S5 woAsat 4

“‘March 31,2021 " ;|

Present value of benefit abligation at the end of the year

(313.85} '

(158,48}

Fair value of plan assets at the end of the year
Funded Status (Deficit} (313,85) {158.48)
Net {Liability}/Asset Recognlzed in the Balance Sheet {313.85) {158.48)
Expenses recognized In the Statemnent of Profit and Loss

{Rs. in lakhs)
- ended ‘Year ended * -
Partcita * ‘March 31,2027 | 2024
Current service cost 53.78 38,82
Interest cost 6.74 4.49
Exp recognised 60.52 43,31
Expenses recognized In the Other comprehensive income {OCI}

{Rs. in lakhs)

: Yeai-ended /| Year éndéd

A e Sl < March 31, 20224 | =~ March 31, 2021 .
Actuarial Loss / (Gains) on obligation for the year 94,86 26.26
Net Loss / {Income) for the year recognized in OCI 94,86 26.26

The actuarial assumptions used to determine benefit obligations as at March 31, 2022 and March 31, 2021 are as follo

WS

rtlculars

Marchi 31,202

35,2021 1

Discount Rate
Salary escalation rate

Expected Rate of return on Plan Assets
Rate of Employee Turnover
Weighted Average Duraticn of Projected Benefit Obligation

Mortality Rate during employment

5,15%
B.00%

N.A
35%
5 years

Indian Assured Lives
Mortality (2012-14)

4.25%

5% for next 1 year
and 7% thereafter
N.A
35%
Syears

Indian Assured lives
mortality (2006-08)




InCred Financia! Services Limited

Notes to the Standalone Financlal Statements

The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority, promotion and other relevant
factors :

Balance sheet reconcillatlon

{Rs. in lakhs)
Particulars: ; st
RER B ¢ i March'31,2021°
Opaning net liabllity 48.90
Expenses recognized in Statement of Profit and Loss 43,32
Expenses recognized in GCI 16.26
Net (Asset) Transfer In . -
Net liability recognized In the Balance Sheet [ 313.85 158.48

Cash Flow Projection
Maturity analysis of the benefit payments: from the employer

(Rs. in lakhs}

‘ “Rsat % fioAs et

L |- arch31, 2022 7|3 March 31,2021 .
Projected benefits payable in future years from the date of reporting
15t following year 59,12 0.72
2nd following year 7158 32.14
3rd following year 63.25 38.21
4th following year 48.49 33.63
Sth following year 3675 25.02
sum of yeass 6 to 10 : 59.81 46.94
Sum of years 11 and above 12,11 7.76
Sensltivity analysls

[Rs. in takhs)
Particulars: “Asat f o neate
R R ) i . ; ; ; .March 31,2022 ‘Marchi31;:2021
Projected benefit obligation on current assumptions 313.85 158.48
Delta effect of +1% change in rate of discounting {7.61) (5.18)
Delta effect of -1% change In rate of discounting 8.06 5.50
Delta effect of +1% change In rate of salary increase 6.57 4,94
Delta effect of -1% change in rate of salary increase 16.38) (4.81)
Delta effect of +1% change in rate of employee turnover (3.88) (4.12)
Dejta effect of -1% change In rate of employee turnover 3.95 4.21

Qualitative disclosures

Gratuity is a defined benefit plan and company s exposed to the Following Risks:

Interest rate risk: A fall in the discount rate which is linked to the G.Sac. Rate will increase the present value of the liability requiring higher
provisien.

Salary risk: The present value of the defined benefit pian liability is calculated by reference to the future salaries of members, As such, an
increase in the salary of the members more than assumed level will increase the plan's lability.

Asset Liabllity Matching Risk: The plan faces the ALM risk as to the matching eash flow. Cempany has to manage pay-out based on pay as
you go basis from own funds.

Mortality risk: Since the benefits under the plan is not payable for life time and payable tili retirement age only, plan does net have any
longevity risk.
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inCred Financial Services Limited
Notes to the Standalone Financial Statements

33. Share-based payment arrangenients
A. Description of share-based payment arrangements
1. Share option plans (equity-settled)

The Company has Employee Incentive Plan under which options have been granted to eligible employees to be vested from time ta time.

The Company has established share option plans that entitle the employees of the Cormpany and lIts subsidiary companies to purchase the shares of the Company. Under
these plans, holders of the vested options are entitled to purchase shares at the exercise price of the shares determined at the respective date of grant of options.

The key terms and conditions related to the vesting of grants under these plans are continued employment with the company fram the date of grant of option tifl the date
of vesting (25% each year); all options are to be settled by the delivery of shares.

A Measurement of fair values

Equity-settled share-based payment arrangements

The fair value of the employee share options has been measured using Black-Scholes Option pricing madel. The fair value of the options and the inputs used in the
measurement of the grant-date falr values of the equity-settled share based payment options granted during the year are as follows:

The modei inputs for options granted during

For:the year - *|*: For the year
March31;ended March 31,
D L 2022 2021
Fair value as on grant date {weighted average) 24,91 to 42. 27.15 to 28,64

Share prices during the year , on grant dates 55.00 to 65.00 55.25
Exercise price 40.00 40,00*
Expected volatility (welghted average volatllity) - A0% 35% 10 40%
Rate of Employee Turnover . 35% 35%
Expected life Texpected weighted average ) 8.5 years B.5 years
Risk- free interest rate {based on government bonds) 7.89% tC 6.85%| 5.04% 10 5.97%
Method used to determine expected volatility The axpected volatility is based on

price volatility of listed companies
In same industry.

* The Nomination and Remunerotion Committee during the year has approved modification of exercise price in respect of options granted in the year ended March 31, 2021 from Rs. 40.00
per share to Rs. 28,00 per share. Accordingly the incremental foir value of the option ranging from Rs. 5.37 to Rs, 7.40 per option hos been Inciuded in the meosurement of amount
recognised for services received over the period from the medification date until the date when the modified equity instruments vest.

B. Reconclliation of outstanding share options

Set out below }s a summary of eptions granted under the plan:

Number uf:c tions‘ -

:As at March 31, As.af Ma‘r_ch' 31;

R 2022770 o U 2023
Opening balance 1,80,44,938 1,25,05,584
Add: Options granted during the year 1,88,51,5C0 97,92,875
Less: Options exercised during the year (17,38,050) (91,209)

Less: Options lapsed during the year 19,09,800} {41,62,312)
Options outstanding as at the year end 3,42,48,588 1,80,44,938
Option exercisable of the above 1,20,39,181 33,85,721
Weighted average remaining contractual life of options outstanding at end of the year: 2,72 years




InCred Financial Services Limited

Notes to the Standalone Financial Statements

I, Share option plans (equity-settled) by Bee Finance Limitad {Mauritius), Holding Company

On August 1, 2018, Bee Finance Limited (Mauritius), Holding Company of the Company has established share option plans that entitle the employees of the Company
purchase the shares of the Holding Company. Under these plans, holders of the vested options are entitled to purchase shares at the exercise price of the shares
determined at the respective date of grant of options.

The key terms and conditions related to the grants under these plans are continued employment with the company from the date of grant of option till the date of vesting ;
all options are to be settled by the delivery of shares,

a) Share options issued by Bee Finance Limited (Mauritius)

A. Measurement of fair values

The fair value of the employee share options has been measured using Black-Scholes Option pricing model.

The fair value of the options and the Inputs used in the measurement of the grant-date fair values of the eguity-settled share based payment options granted during the

previous year are as follows:

The model inputs for options granted during the year ended March 31, 2022:
No fresh grants have been given during the year ended March 31, 2022 and year ended March 31, 2021

B. Reconciliatlon of outstanding share options

Set out below is a summary of optioﬁs granted under the plan:

arch:31,2022 N -2As‘atMarehi31; 2021 ;

!

N't'.ihibe;;'f" Average.e

bpening balance 47,728.27 241.00 48,033.52 248.00

Add: Options granted during the year - - - -
Less: Options lapsed during the year (47,728.27) {241.00) 55,650.73 (7.00}
Options outstanding as at the year end - - 47,728.27 241.00

C. Expenses arising from share-based paymant transactions

Refer Note 25 on employee benefit expense, for share based payment expense charged to Statement of Profit and Loss.




InCred Financial Services Limited

Notes to the Standalone Financial Statements

34, Lease accounting

The Company has entered Into leasing arrangements for premises. Right of Use Assets {("ROU"} has been included under ‘Property,
Plant and Equipment’ and Lease Liability has been included under ‘Other Financial Liabilities' in the Balance Sheet.

Following are the changes in the carrying value of right of use assets (ROU) for the year ended March 31, 2022:

{Rs. in lakhs)
o Asaty - “Asat |
Particulars.” o ‘March 31,2022 | " march 31, 2021:
Balance at the beginning of the year 1,712.56 1,760.49
Additlon during the year 552.36 321,04
Disposals during the year - (131.39)
Depreciation for the year (414.08) {237.58)
Balance as at the end of the year 1,850.84 1,712.56
il. The following is the movement In lease liabilities during the year ended March 31, 2022:
{Rs. in lakhs)
R 3 g = Asat.o copsat

Particulars - il .| March 812022 | :March 31, 2031
Balance at the beginning of the year 1,927.82 1,878,95
Addition during the year 552.36 176.05
Finance cost accrued during the year 198,43 152.16
Payment of Lease liabilities made during the year {537.04) {279.34)
Balance as at the end of the year 2,141.57 1,927.82

basis:

The table below provides details regarding the contractual maturities of lease liabilities as of March 31, 2022 on an undiscounted

{Rs. In lakhs)

e Ao Asat Tl hsatn

Particularsi .. . | maréh31; 2022 FMarchi31; 2021
Less than one year 369,50 231.60
Between one and five years 1,674.34 1,302.84
More than five years 97.72 221.24
Total 2,141,56 1,755.68

iv. Expenses recognised in the statement of Profit and Loss
(Rs. In lakhs}
~Asat | Asat

S S March 31, 2022 | *March 31,2021
Depreciation expense on right-of-use assets (Refer Note 9A) 414,08 237.58
Interest expense on lease liabilities (Refer Note 23) 198.43 152.16
Expense relating to short-term leases (Refer Note 26) 10,51 275.89

Expense relating to leases of low value assets - -

The Company does not face a significant liquidity risk with regard to its lease liabllities as the current assets are sufficlent to meet the

obligations related to lease liabilities as and when they fall due.

35, Contingent liabilities and commitments

{Rs. In lakhs)

Partiedlars:: : 1 ns'at L7 DAsat

S e | mareh 31,2022 | ~March 31,2021
Commitments

Undrawn committed credit lines 14,248.30 8,975.03
Obligation on investments in partly pald up preference shares 181.81 -
Total 14,430.11 8,975.03

There are no litigations and proceedings against the Company which requires any provision or disclosure as contingent liability.
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InCred Financial Services Limited

Notes to the Standalone Financial Statements

37. Foreign currency transactions

, (Rs. in lakhs}
4Pa:|'~.t.;éu!;r4§ B ' YearEnded |  YearEnded
T . March: 31,2022 March 31, 2021
Expenditure in foreign currency
Directors' sitting fees: 9.20 2.07
Legal, professional and consultancy charges 165.65 27.64
Information Technology expenses 14.27 -
Miscellaneous expenses 8.18 8.64
Interest on External Commercial Borrowings 215.69 -
Total 4)2.99 38.35
38. Corporate social responsibility

' {Rs. in lakhs)
ar Ended ‘Year Ended’
Amount required to be spent as per section 135 of the Companies
Act, 2013: 16.12 15.99
Amount spent during the year
{i} Construction/ acquisition of any asset - -
(il) On purposes other than (i) above
In cash 16.35 20.05
Yet to be paid in cash - -
Total 16.35 20.05
Details related to spent obligations:
i} Contribution to Public Trust - -
ii} Contribution to Charitable Trust 11.68 20.05
iii) Covid vaccination other than employees and family members 4.67 -
iv) Unspent amount in relation to:
- Ongoing project - -
- Other than ongoing project - -
Total 16.35 20.05

39, Micro, Small and Medium Enterprises Development

The Ministry of Micro, Small and Medium Enterprises has issued an Office Memorandum dated 26 August
2008 which recommends that the Micro and Small Enterprises should mention in their correspondence with
its customers the Entrepreneurs Memorandum Number as allocated after filing of the Memorandum. Based
on the information available with the management, as at 31 March 2022, no dues were outstanding to micro
and small enterprises as defined under the Micro, Small and Medium Enterprises Development Act, 2006.
Further, the Company has not received any claim for interest from any supplier under the said Act tili 31
March 2022,




InCred Financlal Services Limited

Notes to the Standalone Financlal Statements
40, Capital Management

The Company maintains an actively managed capital base to cover risks inherent in the business which includes
issued equity capital, share premium and all other equity reserves attributable to equity holders of the Company.

As a NBFC, the RBI requires us to maintain a minimum capital to risk weighted assets ratio ("CRAR") consisting of
Tier | and Tier Il capital of 15% of our aggregate risk weighted assets. Further, the total of our Tier Il capital cannot
exceed 100% of the Tier | capital at any point of time. The capital management process of the Company ensures to
maintain a healthy CRAR at all the times.

The primary objectives of the Company's capital management policy are to ensure that the Company complies with
externally imposed capital requirements and maintains strong credit ratings and healthy capital ratios in order to
support its business and to maximise shareholder value.

(Rs. in lakhs)
.P,a 2 T ;:‘A\s;:a!t' U v As.ét_ .;.
SRR : i ‘:Mareh 31,2022 | -March 31,2021
Comimon Equity Tierl {CET1) capital 1,08,442.86 1,02,012.53
Other Tier 2 capital . 2,461.45 1,843.20
Total capital 1,10,904.31 1,03,855.73

Regulatory capital consists of CET 1 capital, which comprises share capital, share premium, retained eamings
including current year profit and loss. Certain adjustments are made to Ind AS-based results and reserves,

Refer Note 47 (2) for further details,

41, On August 16, 2021, the Company entered into agreements with KKR India Financial Services Limited (“KIFS")
for the demerger of the retail lending, SME lending, housing finance business and ancillary activities of the
Company to KIFS (“Proposed Demerger”). The Board of Directors of the Company at their meeting held on
September 3, 2021 has approved a cemposite scheme of arrangement {"Scheme") amongst KKR Capital Markets
India Private Limited, Bee Finance Limited, KIFS and the Company and their respective shareholders for the
proposed Demerger. The Stheme has been filad with the National Company Law Tribunal on September 27, 2021.
The Scheme will be effective post completion of customary conditions, including receipt of approvals from the
relevant statutory autharities. Further, the Company has received no-cbjection from RBI on December 08, 2021
and In-principle approval from BSE Limited on December 24, 2021. The Equity Shareholders, Preference
$hareholders and secured creditors of the Company have also approved the Scheme at their respective meetings
convened by the NCLT held an December 15, 2021.

42, Ratio Analysis and its elements

As at March31, | AsatMarch 31,

Ratlo

A Yadalanea oo e 2001 : B

CRAR (%) 28.05% 37.20% -24.60%
CRAR - Tier | Capital {%) 27.43% 36.54% -24,94%
CRAR - Tier Il Capital {%) 0.62%| - 0.66% -5.71%
Liquidity Coverage Ratio* Not Applicable Not Applicable| Not Applicable

*Not Appiicable as the Company is @ Non-Deposit toking NBFC with an asset size of less than Rs. 5,000 Crore as
stipulated in the Master Directions.

CRAR : (Tier | Captital + Tier if Capital} / Tatal Risk Weighted Assets
CRAR - Tier | Capital : Tier I Copital / Total Risk Weighted Assets
CRAR - Tier Il Capital : Tier if Copital / Total Risk Weighted Assets




InCred Financial Services Limited
Notes to the Standalone Financial Statements
43 .Other Statutory Information

During the current year and previous year:
{iy The Company do not have any Benami property, where any proceeding has been initiated or pending against the
Company for holding any Benami property.
(ii) The Company do not have any transactions with companies struck off.
(i)
The Company do not have any charges or satisfaction which is yet to be registered with ROC beyond the statutory period.
{iv) The Company has not traded or invested in Crypto currency or Virtual Currency.
{v) The quarterly statement of current assets submitted to banks / financial institutions which are provided as security
against the borrowings are in agreement with the books of accounts.
{vi) Eunding Transactions:

{vi] {a} On 20 September 2021, the Board of Directors had approved investment in equity for an aggregate amount of upto Rs.
999 87 lakhs in Booth Fintech Private Limited {"BFPL") {a wholly owned subsidiary of the Companyj). Subsequently, BFPL
subscribed to 17,240 equity shares of mValu Technology Services Private Limited {an Associate Company of BFPL) on 20
September 2021 at a price of Rs. 5,797 (including premium of Rs. 5,787) per share aggregating to Rs. 999.40 lakhs. The
transactions are in compliance with the relevant provisions of the Companies Act, 2013 and are not violative of the
Prevention of Money-Laundering Act, 2002 (15 of 2003). Further the provisions of Foreign Exchange Management Act,
1999 (42 of 1999) are not applicable to the transactions.

(vi)(b} Except as disclosed above, the Company has not advanced or loaned or invested funds to any other person(s) or
entity(les), including foreign entities {Intermediaries) with the understanding (whether recorded in writing or otherwise}
that the Intermediary shall :

{1} directly or indirectly lend or invest in other persons or entities identified in any manner whatsoever by or on behalf of
the company {Ultimate Beneficiaries) or
{1} provide any guarantee, security or the like to or on behalf of the Ultimate Beneficiaries

(vii} The Company have not received any fund from any person(s) or entitylies), including foreign entities (Funding Party) with
the understanding (whether recorded in writing or otherwise) that the Company shall;
{1) directly or Indirectly lend or invest in cther persons of entities identified in any manner whatsoever by or on behalf of
the Funding Party {Ultimate Beneficiaries) or
(I} provide any guarantee, security or the like on behalf of the Ultimate Beneficiaries

(viii) The Company have not any such transaction which is not recorded in the books of accounts that has been surrendered or
disclosed as income during the year in the tax assessments under the Income Tax Act, 1961 (such as, search or survey or

any other relevant provisions of the iIncome Tax Act, 1961,
(ix) There are no scheme of arrangements which have been filed by the Company under the Act and which have been

approved by the competent authority ufs 232 to 237 of the Act. Far details of Scheme of arrangement filed by the
Company with NCLT refer Note no 41.

{x) The Company, being a Non-Banking Financial Company {"NBFC") registered with the Reserve Bank of India as a
systematically important NBFC, the provisions of sec 2(87) read with Companies (Restriction on number of Layers) Rules,
2017 are not applicable.

{xi) The Company has not been declared as wilful defaulter by any bank or financial institution or any other lender.

{xil) The Company has not revalued any property plant and equipment and intangible assets.
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InCred Financial Services Limited

Notes to the Standalone Financial Statements
47. Additional disclosures reguired by Reserve Bank of india ('RBI")

1 Fraud reported during the year

The Company has reported frauds aggregating Rs. NIL (previous year: Rs. 739 lakhs) based on management reporting to risk

committee and to the RBI through prescribed returns FMR-1.

2 Capital to Risk Assets Ratio (CRAR)

The ratios calculated in accordance with the guidelines of Reserve Bank of India, are as under:

Risk weighted asset

Asat. o | o - Asat

. . ‘March 31,2022 | ' March31,2021 .
CRAR (%) 28.05% 37.20%
CRAR - Tier 1 Capital {%) 27.43% 36.54%
CRAR - Tier Il Capital (%) 0.62% 0.66%
Amount of subordinated debt raised as Tier-ll capital - -
Armount raised by issue of Perpetual Debt Instruments - -

3,95,365.69 2,79,168.54




InCred Financial Services Limited

Notes to the Standalone Financial Statements

3  Investments

(Rs. in fakhs}
T Asat Asat
- March 31,2022 |- March31, 2021
{1) Value of investments
(i) Grossvalue of investments
{a) In India 8,688.81 12,683.83
(b) Outside India - -
{ii) Provisions for depreciation
{a) In India 9.28 13.17
(b} Outside India - -
(iii} Net value of investments
{a) In India 8,679.53 12,670.66
(b} Outside India - -
{2) Movement of provisions held towards depreciation on investments
{ii Opening balance 13.17 -
(i} Add : Provisions made during the year 9.28 13.17
{iii} Less : Write-off/(write-back Jof excess provisions during the year (13.17) -
{iv) Closing balance 9.28 13.17
4 Derivatives
(a) Forward rate agreement/interest rate swap
{Rs. in lakhs)
T R A'S‘”at‘ A

Particulars

2| naarchi31,

021

{i) The noticnal principal of swap agreements®
{ii) Losses which would be incurred if counterparties failed to fulfill their obligations under

the agreements 293.22 -
(iii} Collateral required by the applicable NBFC upon entering into swaps - -
{iv) Concentration of credit risk arising from the swaps - -
{v} The falr value of the swap book 299.22 -

*The Company has hedged its foreign currency Borrowings through CCIRS (cross currency interest rate swaps]. For Accounting Policy & Risk Management

Policy. {Refer note no. 1 and 30)

{b) Exchange traded interest rate derivatives

The Company has not traded in exchange traded interest rate derivative during the current and previous year.

(c) Disclosures on risk exposure In derlvatives

Qualitative disclosure

Detalls for qualitative disclosure are part of accounting policy as per financial statements. {Refer note no. 1 and 30)

Quantitative disclosure

(i) Derivatives (notional principal amount) for hedging
() Warked to market positions
(a) Asset
(6] Liability
(i) Credit exposure
{iv) Unhedged exposures

299.22

299.22

J
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InCred Financial Services Limited

Notes to the Standalone Financial Statements
5 Disclosures relatiné to securitisation
{a) Details of Financial Assets sold to Securitisation / Reconstruction Company for Asset Reconstruction - NIL (P\;: NIL)
{b) Disclosures pursuant to RBI Notification - RBI/DOR/2021-22/86 DOR.STR.REC.51/21.04,048/2021-22 dated September 24, 2021

1) Details of transfer through co-lending in respect of loans not in default during the the year ended March 31, 2022

{Rs. in lakhs)

:Yekalrxendeﬂ

Amount of Loan accounts assigned 2,085.00 -
Retention of Beneficial Economic Interest {in%}) £68.01% -
iii) |Welghted Average Maturity {in Years) 10.75 -
iv) |Weighted Average Holding Period {in Years} NA -
v) |Coverage of tangible security Coverage {in%) NA -

The above transaction Is pursuant to Co-lending option I {Direct Assignment) pursuant to RBI notification RBI/2020-
21/63/FIDD.C0.Plan.BC.N0.8/04.09.01/2020-21

11} Details of overdue loans {NPA and SMA)} transferred during the year ended March 31, 2022
The Company has sold Its existing business of Direct Sourced Two-Wheeler Loans comprising of loan portfolio amounting to Rs. 2,085.87

lakhs for Rs. 1,040.00 lakhs effective October 01, 2021. The sale has resulted in a gross loss of Rs. 1,045.87 fakhs with a corresponding

release of loan pravision amounting to Rs, 481.67 lakhs, thus resulting in a net charge of Rs.564.20 lakhs for the quarter.

Details of overdue loans (NPA and SMA) transferred during the year:

{Rs. in lakhs)

rticulars: S s ot : i s [0 Topermitted transferees -
No of Accounts ‘ 5,417.00
Aggregate principal outstanding of loans transferred 1,412.27
Weighted average residual tenor of the loans transferred < 1year
Net book value of loans transferred (at the time of transfer) 936,38
Aggregate consideration 485.72
Additional consideration realised in respect of accounts transferred in earlier years -
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InCred Financial Services Limited

Notes to the Standalone Financlal Statemeants

7 Exposure to real estate sector ‘
[Rs. ln lakhs)

S Agat e Lo - Asat’”
Warch31,2002 - - - March 31,2031

Partlculars

Dlrect Exposure

Residential Mortgages -

M) Lending fully secured by mortgages on residential property that is or will be occupied by the

borrower or that Is rented

Commercial Real Estate -

Lending secured by mortgages on commercial real estates {office buildings, retail space, multi-

alii) purpc?se co‘mmercilal premises, multi-family residential buildings, m-uriti»tenanted commercial 55,008.11 57,821.14 ;
premises, industrial or warehouse space, hotels, land acqulsition, development and :

construction, ete.). Exposure would alsa include non-fund based limits

Investments in Mortgage Backed Securities (M8S) and other securitised exposures -

aj(iii}  |a. Residential - - |

b, Commercial Real Estate - - i

Indirect Exposure

Fund based and non based exposures cn National housing Bank and Housing Finance

Companles

405.25 3,179.03

8 Exposure to capital market

{Rs. in lakhs)
) Asat
March34; 2021

CLoAsat
March 31,2022

{i} |Direct investment in equity shares, tonvertible bonds, converﬂble debentures and umts of
equity-oriented mutual funds the corpus of which is not exclusively invested in corporate debt; 4,924,322 3,911.22

(i) |Advances against shares/bonds/debentures or other securities or on clean basis to individuals
for investment in shares (including IPOs/ESOPs), convertible bonds, convertible debentures,
and units of equity-criented mutual funds; - -
{iii) |Advances for any other purposes where shares or convertible bonds or convertible debentures
ar units of equity oriented mutual funds are taken as primary security;

(v} |Advances for any other purposes to the extent secured by the collateral security of shares or
convertiole bonds or convertible debentures or units of equity oriented mutual funds Le.
where the primary security other than shares/convertible bonds/convertible debenturas/units
of equity oriented mutual funds 'does not fully cover the advances; -
(v} |Secured and unsecured advances to stockbrokers and guarantees issued on behalf of]
stockhbrokers and market makers;

(vi) [Loans sanctioned to corporates against the security of shares/bonds/debentures or other|
securities or on clean basis for meeting promoter's contribution to the equity of new
companies in anticipation of raising resources; -
{vii} |Bridge loans to companies against expected equity flows/issues; R -
(viii) |All exposures to Venture Capital Funds (bath reglstered and unregistered) - -
Total exposure to capital market 4,924.22 3,911.22

8 Details of financing of parent company products - Not Applicable (PY: Not Applicable)

9 Detalls of Single Borrower Limit (SGL) / Group Borrower Limit (GBL) exceeded by the NBFC
The Company has not exceeded the prudentlal exposure fimits for Singie Borrower Limit (SGL) / Group Borrower Limit (GBL} in the current year and previous

10 Unsecured advances

The Company has not granted unsecured advances against co'lateral of intangibie securities such as charge over the rights, licenses, autharity. for details of
unsecured advances, refer note §




InCred Financial Services Limited

Notes to the Standalone Financial Statements

11 Miscellaneous

{a) Registration obtained from other financial sector regulators

i e Ny articulars U ! ;
RBI Registration Number {COR)* B-13.02335 |
Corporate [dentification number (CIN)* U74899MH1991PLC340212

Central Registry of Securitization Asset 1B8E7

* The Company has received requisite approval for chonge of registered office from Dethi to Mahareshtra with effect from June 5, 2020,
Consequently, the Corporate identification Number ond RBI Reguiation Number of the Company hos also changed. The erstwhile CIN s
U74859DL1831PLL042659 and CoR s B-14.01801

(b) Disclosure of Penalties impased by RBI and other regulators: NIL {PY:NiL)

{c) Related Party Transactions
Refer Note 31 to the Financial statements for the transaction with the related parties.

{d)  Credit rating

Agat EIASAET L T
2 - : Makch 31, 20328 .o+ " "March 31,2023 5
Long term bank facilities CRISILA / CARE A CRISIL A {Stable) / CARE A
{Under Credit watch with Positive |(Negative)
Implication)
Secured Non-Convertible Debenture CRISIL A/ CARE A CRISIL A{Stable) / CARE A :
{Under Credit watch with Positive |{Negative] :
Implication) :
Secured Non-Convertible Debenture (Public CRIS{L A {Under Credit watch with [NA
tssue) Positive Implication)
Secured Market Linked Debentures CRISIL PP - MLD Ar CRISIL. PP-MLD Ar {Stable) /
CARE PP - MLD A CARE PP-MLD A (Negative)
{Under Credit watch with Positive
Implication)
CRISIL PP -MLD AA+r (CE)/ Stable
Short term bank facilitles NA CRISIL Al / ICRA AL
Commercial Paper CRISIL AL {Under Credit watch CARE Al / CRISILAL
with Positive Implication)

12 Additional disclosures
[a}  Provislons and contlngencies

{Rs. in lakhs)

Break up of | Provisions and contingent
shown'under \he head expenditire i Profit
and Loss account’ " T
Provisions for depreciation on investment

- Yearended

{3.89)
Provisicn towards NPA/ Write off 3,786.02 £,028.74
Provision made towards income tax 1,20543 217.62
Pravision for $tandard Assets {186.14) 2,211.80

{b)  Draw down from reserves
During the year, the Company has not drawn down any amount from Reserves.

{c} Concentration of Advances, Exposures and NPAs

{c){I) Concentration of advances

{Rs. in lakhs)

: Asat ol
L2 Mareh 31, 20217

articulars .

Total advances to twenty largast borrowers

23,622.22
Percentage of advances to twenty largest
borrowers to totaladvances of the NBFC 6.85% 8.97%
{e) (i1} Concentration of exposures
(Rs. in lakhs)

s March 31,

&

Total exposure to twenty largest
borrowers/customers 26,183.49 23,622.22
Percentage of exposures to twenty largest
borrowers/customers to total exposure of the
NBFC on barrowers/customers 6,60% 8.67%




InCred Financial Services Limited

Notes to the Standalone Financial Statements

{c) {ili} Concentration of NPAs

(Rs. in lakhs}

Partlculars

Asat .

‘March31,2022

2 ‘March 31,2021

Total exposure to top four NPA accounts

2,040.67

1,514.17

(c) (iv) Sector-wise NPAs

NPAs to Total Advances t

“sector’

Asat

SteNod i i " March31,2021 .
1 |Agriculture & allied activities - -
2 |MSME 5.45% 4.23%
3 |Corporate borrowers - -
4 |Services 0.02% 2.45%
5 |Unsecured personal loans 1.84% 3.50%
6 [|Autoloans 0.01% 7.02%
7 |Other personal loans 7.97% 20.47%

13 Movement of NPAs

(Rs. in lakhs)

: -.vear,:egg

St ‘March 31,2021
—L(i} Net NPAs to net advances (%) 1.71%
(i) |[Movement of NPAs {Gross}
(a) Opening halance 9,036.67 5,943.06
{b) Other adjustments 15.86 -
(c) Additions during the year 7,756.89 10,792.43
{d) Reductions during the year 5,998.06 7,698.82
{e) Closing balance 10,811.36 9,036.67
(i) |Movement of Net NPAs
(a) Opening balance 4,424.55 2,783.21
(b} Other adjustments {601.83) -
{b) Additions during the year 4,339.27 5,283.97
{c) Reductions during the year 2,757.53 3,642.64
(d) Closing balance 5,404.46 4,424.54
{iv) |Movement of provisions for NPAs
{a) Opening balance 461212 3,159.85
{b) Other adjustments 617.6% -
(c} Provisions made during the year 3,417.62 5,508.45
(d} Write-off of excess provisions 3,240.53 4,056.18
{e) Closing balance 5,406.90 4,612.12




InCred Financial Services Limited

14

15

16

Disclosure of Complaints

Customer Complaints

-Sr;"il\'.lz : S N k ). Yearended ' .t | . Yearended
e sl Py PR . o) iMareh'31;2022 - | o March 31, 2021
{a) |No. of complaints pending at the beginning of the year 4 1
{b} |No. of complaints received during the year 2,710 858
{c) |No. of complaints redressed during the year 2,707 855
(d} |No. of complaints pending at the end of the year 7 4

Overseas Assets {For those with Joint Ventures and Subsidiaries Abroad)
The Company does not have any joint ventures or sulsidiaries abroad, hence not applicable.

In accordance with Master Direction Master Direction DNBR. PD. 008/03.10.119/2016-17 dated September 01, 2016 Master Direction -

Non-Banking Financial Company - Systemically Important Non-Deposit taking Company and Deposit taking Company (Reserve Bank)
Directions, 2016, the Company has not lent against gold jewellery during the year ended 31 March 2022 {31 March 2021:NIL)




InCred Financial Services Limited

Nates to the Standalone Flnanclal Statements
17, Schedule to the Balance Sheet as per Master Directions

a  Loans & Advances availed by the Nen-Banking Financlal company Inclusive of Interest accrued thereon but not pald:

{Rs. In lakhs) :
o] R AL |
AR March 31, 2022: - . 0 <7, March3l, 2021 - :
) Amount Amaunt I
{1} [Llabilitles side outstanding Ampunt overdue| outstanding Amount overdug !
Loans and advances availed by the NBFCs inclusive of Interest accrued !
thereon but not pald: ‘
{a) Debentures* !
- Secured 95,683.00 - 73,827 .02 - |
- Unsecured - - - - l

(b) Deferred Credlits ! - - - -

lc) Term Lozns 1,62,291,78 - 78,803.02 -

{d) inter-corporate loans 2nd borrowing 4,550.00 - 7,202.41 -

{e) Commercial Paper 10,840.77 - 1,959,712 -

() Public Deposits - - - -
() Other Loans 8,223.71 - 5,456.93 - ‘
*ather than falling within the meaning of public deposhts :
{2) [Assetsside: i
Break-up of [oans and advances including bills receivablest !
{a) Secured 1,59,163.37 3,200.39 1,36,765.4 1,743.78 i
[b} Unsecured 2,23,160.48 4,900.36 1,27,699.32 5,707.84 §

b Break up of Leased Assels and steck on hire and other assets counting towards asset financing activitles
{Rs. In lakhs}

T cooAsat
S| T : RERE . ; h31;2022 |- miarch 33; 2021
() |Lease assets including lease rentals under sundry debters:
{a) Financial lease - - ;
(b) Operating lease - -
{ii) |Stock on hire including hire charges under sundry debtors: i
{a} Assetson hire - -
{b) Repossessed Assets - -
{iiit |Other loans counting tewards AFC attivitles:
{a) Loans where assets have been repossessed - -
{b} Loans other than {a) above - -
¢ Break-up of Investments;
[Rs. in jakhs
Py g haat
o farch 31,2021

i +
Current Investments ¢
Quated:
{i} Shares : {a) Equlty - -
(b} Preference - -
{I) Debenture and bonds - -
(ifi) Units of mutual.funds - -
{iv}) Government securities - -
[v) Othets -
Unquoted:
{i) Shares: {a) Equity
(b} Preference - -
{il) Dekentures and bonds 2,899.87 6,652.06
{iii) Units of mutual funds - -
{Iv) Gavernment securitles - -
[v} Others 855.44 2,120.50

i

n

Non- current Investments;

Quoted:

{1} Shares : (a) Equity .
(b) Preference - -

{ii) Debenturas and bands - -

[l Units of mutual funds .

{iv} Government securities - .

[

{v] Others - -
2|Unquated:
{1} Shares: (a) Equity 4,915.00 591122
(b} Preference 9.22 -

{il) Debentures and bonds - -
{1ily Units of mutual funds - -
{iv} Government securities - -
{v] Others - -




InCred Financial Services Limited

Notes to the Jalone Financial Stat t:

d  Borrower group-wise classification of assets, financed asin (3) and {4} above :

Er—

stiNo. |

_ Mafch 31,3022

Asat

(Rs. In lakhs)

Amount (Net of provisions|

Secured Unsecured Total
1. Related Partles ~

{a} Subsldiarles - -

{b} Companies in the same group - . -

{c] Other related partles - - .
2. Other than related parties 1,55,424.71 2,17,801.71 3,73,226.42
Total 1,55,424.711 2,17,801,71 3,73,226.42
{Rs. in lakhs)
;Asat ; ot

. March 31, 2021 -

Ama

unt {Net of grovisions)
Securad Unsecured Total
1, Related Parties
{a) Subsidlaries - - .
(b} Companes In the same group - -
{c) Other related partias - - -
2. Qther than related partles 1,33,514.07 1,21,845.77 2,55,359.84
Total 1,33,514.07 1,21,845.77 2,55,359.84

e Investor group-wise classification of all investmants (current and long term) in shares and securities {both quoted and unquoted):

{Rs. in lakhs)
D R - e o . Asat. .. R
Se. e, Saremony- LA aieh 31,2022 TY DL B Lo March 3, 20280
Market Value/ | Book Value (Net| Market Value / | Book Value (Net
Break up or falr of Provisions) | Breskup orfair | of Provislons)
value or NAY value or NAV
1, Related Parties
(2} Subsldlaries 4,915.00 4,915.00 3,911.22 3,911.22
(b} Comparies in the same group - - - -
() Other related parties - - - -
2, Othar than related parties 3,773.81 3,764.53 8,772.61 8,759.44
Total 8,668.81 8,679.53 12,683.83 12,6766

t  Other Information

| Mareh 31, 2022

{i}| Gross non-performing assets
(a) Related parties

{b} Other than related parties

{il} | Net non-perfarming assets

{a} Related parties

{b] Other than refated partles

{iil) | Assets acauired in satisfaction of debt

10,811.36

5,404.46

9,036.67

4,42454




InCred Financial Services Limited

Notes to the Standalone Financial Statements

18. Disclosure as per RBI/2019-20/88 DOR.NBFC (PD} CC. No0.102/03,10.001/2019-20 dated 4th November, 2019 -
Liquidity Risk Management Framework for Non-Banking Financial Companies and Core Investment Companies

a

[+ %

Funding Concentration based on significant counterparty

Counterparties

5 b ;‘ fs.: ,.f.ca t }‘fu& = . -
ber.of Aimncant. | -Amount_..

6f"_'|_'_o_f.)'té_1f Deposits

{Rs. in lakhs)

% of Total liabilities

1,96,390.62

67.45%

21 NA
Top 20 large deposits : NA
Top 10 Borrowings
{Rs. in lakhs)
| bo;}aﬁ;lﬁgs :
1,42,267.32 50.53%
Funding Concentration based on significant instrument/product
(Rs. in lakhs)
_ % of Total liabilities -
1 |Term Loan 1,56,957.12 — 53.91%
2 Market Linked Debentures 56,498.20 13.40%
3 Non Convertible Debentures 39,184.80 13.46%
4  |Commercial paper 10,840.77 3.72%
" 5 {Cash Credit / WCDL 8,228.56 2.83%
6 External Commercial Borrowings 5,329.82 1.83%
7 Inter Corpeorate borrowings 4,550.00 1.56%
Stock Ratios
Noi| | % of Total Liabilities | % of Total Assets -
a Commercial paper 1.89% B - 1.83% . 1'.'32%
Non-convertible debentures
b  |{Original maturity of less than 1 0.00% 0.00% 0.00%
year)
c Other short term liabilities 40.50% 39.17% 28.34%
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Notes to the Standalone Financial Statements

19, Restructuring of Loans

o Typerof Restructuring: -
Asset Clagsificatlon

Restructhred Accounts as on Aprit 1, 2021

/
2]

> \Frash Restructuring durlng the year m—ﬂ_—
| Amount outstanding 1,598.03 ﬂl_

-/ o onthereon | 308 120
e e v ]

[ 3|Upgradations to restructured standard category during th

§26.38 -m—
Restructured Standard Advances which cease to attract tigher
provisioning and/f or additional risk weight at the end of the FY and hence

B38| 15.06]
need not be shown as restructured standard advances at the heginning of

the next FY

— —_——

| 5|Down gradations ‘oFf restructured accounts during the FY _m]ﬂ_—

/ -mm_ 403.04
ing the FY _ﬂ o]

[ 6[write-offs of ~estructured accounts during th

;
|
i

Amount outstanding -m
| _‘ﬂl— | 2002
7| Restructured Accounts 35 01 March 31, 2022 -E—Eil— L

|
:
%

Amount outstanding
Provision theredn

/

=
[
o
o
[
)
h
w
@
-
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Notes to the Standalone Financial Statements

19, Restructuring of Loans (Conﬂnued)

{Rs, in lakhs}

L TypRe B Restructuring
~Asset Classification.:

< on Aprl 1, 2020

estructured AcC

o sToorowers |

R ounts &

/
] e i 1| A N
[ 2[Fresh Restructuring during the yeat mﬂm—

] e - | woease]
|~ 3|Upgradations to —ructared standard category during the FY* ﬂ‘——m
/ m‘ﬂl—_ﬂﬂl
[ Provision thereon m__
Restructured Standard Advances which cease to attract higher provisioning
and/ or additional risk welght at the and of the FY and hence nead not be

shown a3 restructured standard advances at the beginning of the next FY Mo, of borrowers - -

/Wswmereon T
/Down aradations of restructured accounts during the FY -B]‘__
A
-

m N
/ Frovsonthereon ||
[ 7[Restructured ‘Tecounts as on March 31, 2021 m-m——
/ R
[

Ancludes aecounts closed/settled or repoyments received from restructured accounts during the cutrent year and previous yedr

There are na cases restructured on sccount of COR rechanism or SME debt restructuring it the current year and previous year.

The Company hos availed asset classification penefit under RBi Notification RBJ/2018-19/100 pBA.No.8FP.BC. 18/21.04.045/2018-19 dated Janvary.1, 2019 extended viz R8I notification RBI/ZC':!Q-ZO/I&O
DOR.Na.BP.BC.34/21.04. 048/2019-20 doted February 11, 2020 extended further vig ABI Notification RBIf2020-21/17 DOR.No.BP.BC/4/21.04 (48/2020-21 dated August &, 2020 extended further vie RBI/2021-
22/32 DOR,STR.REC.12/21.04.G48/2021-22 dated May 5, 2021 - Micre, Small end Medium Enterprises IMSME) sector- Restructuring of Advances during FY 2021-20 and FY 2020-21.

The ahove disclosure does not include assets where resolution plan is implemented under RBI tircular RBI/2021-22/31 DOR.STR.REC.11/21.D4.D4E/2021-22 dated May 5, 2021 -Resolution Fromework — 2.0
Resolution of Covid-19 related stress of indfulduals and Smail Businesses and RBI/2020-21/16 DDR.Nu.BP.BC/S/ZI.Gd.DdWZOZO—ZJ dated 6th August 2020 - Resolution Framewark for COVID-IB—reiuted Stress.

k.
{
l
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Notes to the Standalone Financlal Statements

20. Disclosure pursuant to RBI notification 'RBI/2019-20/170 DOR (NBFC).CC.PD.NO.109/22.10.106/2019-20' dated March 13, 2020 - implementation
of indlan Accounting Standards

(Rs. in lakhs)
-Différence .
hetween Ind AS
108 provisions
caind IRACP
E)Gr ]
Performing Assets
Stage 1 3,49,541.03 2,461.45 3,47,079.58 1,519.64 941.81
Standard Stage 2 21,971.46 1,225,0% 20,742.37 582.06 247.03
Subtotal 3,71,512.49 3,600.54 3,67,821.95 2,501.70 1,188.84
Non-Performing Assets (NPA}
Substandard : Stage 3 10,811.36 5,406.89 5,4Q4.47 760,31 4,646,58
Doubtful -up to 1 year Stage 3 - - - 790.24 (790.24)
1to 3 years Stage 3 - - - 222,51 (222,51}
More than 3 years Stage 3 - - - - -
Subtotal for doubtful - - - 1,012.75 {1,012.75)
Loss Stage 3 - - - - -
Subtotal for NPA 10,811.36 5,406.89 5,404.47 1,773.06 3,633.83
Other items such as guarantees, loan Stage 1 14,248.30 9.42 14,238.88 - 9.42
commitments, etc. which are in'the scope of Ind Stage 2 - - . - '
AS 109 but not covered under current income
Recognition, Asset Classification and
Provisioning {iRACP) narms Stage 3 . R . . .
Subtotal 14,248.30 9.42 14,238.88 - 9.42
Stage 1 3,63,789.33 2,470.87 3,61,318.46 1,519.64 §51.23
Total Stage 2 21,971.46 1,229,092 20,742.37 982.06 247.03
$tage 3 10,811.36 5,406.89 5,404.47 1,773.06 3,633.83
Total 3,96,572,15 9,106.85 3,87,465.30 4,274.76 4,832.09
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Notes to the Standalone Financial Staternents

20, Disclosure pursuant to RBI notification 'RBI/2019-20/170 DOR (NBFC).CC.PD.No.109[22.10.106/2019-20‘ dated March 13, 2020 - implementation
of Indian Accounting Standards {Continued)
{Rs. in Yakhs)

o : Difference . |
. Provislons ‘betwesn Ind AS-
2| vequilredas per “'109. provisions
IRACPnotms: | and IRACP
O R L B norms -
{5)=031{4) (6] (74316}
Performing Assets
Stage 1 2,29,929.27 1,865.67 2,28,063.60 922.15 943,52
Standard Stage 2 24,329.43 2,009.41 22,320.02 1,260,74 748.67
Subtotal 2,54,258.70 3,875.08 2,50,383.62 2,182.89 1,692.19
Non-Performing Assets {NPA}
Substandard . Stage 3 10,206.03 5,229.81 4,976.22 829.56 4,400.25
Doubtful -up to 1 year Stage 3 - - - 328.05 (328.05)
11to 3 years Stage 3 - - - - -
Mare than 3 years Stage 3 - - - - -
Subtotal for doubtful - - - 328,05 (328.05)
Loss Stage 3 - - - B -
Subtotal for NPA 10,206.03 5,229.81 4,976.22 1,157.61 4,072.20
Stage 1 4,975.03 11.00 8,964.03 - 11.00
QOther items such as guaranteesr loan Stage 2 - = N - B
commitments, etc. which are Inthe scope of Ind
AS 109 but not covered under current Income
Recognition, Asset Classification and
erovisioning (IRACP) norms Stage 3 - - - - -
Subtotal 8,975.03 11.00 8,964.03 - 11.00
Stage 1 2,38,904,30 1,876.67 2,37,027.63 922.15 954,52
otal Stage 2 24,329.43 2,009.41 12,320.02 1,260.74 748.67
Stage 3 10,206.03 5,229.81 4,976.22 1,157.61 4,072.20
Total 2,73,435.76 9,115.89 2,64,323,87 3,340.50 5,775.39




48, Pravious year figures are regrouped/reclassified, wherever necessary, to correspond with the current year's classification / disclosure,
49, Previous year figures have been audited by another firm of chartered accountants.
50. There have been no significant events after the reporting date that require disclosure in these financial statements,

As per our report of even date

For 5. R. Batlibol & Associates LLP ’ For and on behalf of the Board of Directors of

Chartered Accountants Intred Financial Services Limited

{CAl Firm Registration No.: 101049W/E300004 CIN: U74B99MH1991PLC340312

\Sayvesl\ LJ&H L. rB*JW'" UHL/]D

!-"-"4 *

per Sarvesh Warty Bhupinder Singh Vivek Bansal

Partner Whole Time Director and CEO Wholie Time Director and CFO

Membership No: 121412 DIN: 07342318 DIN: 07835456

Place: Mumbai

Date; April 29, 2022 p —
Gajendra Thakur
Company Secretary

viembership No: A15285

Place: Mumkai
Date: April 29, 2022
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INDEPENDENT AUDITOR’S REPORT

To the Members of InCred Financial Services Limited
Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the accompanying consolidated financial statements of InCred Financial Services Limited
(hereinafter referred to as “the Holding Company"”), its subsidiaries (the Holding Company and its
subsidiaries together referred to as “the Group”) and its associate comprising of the consolidated Balance
sheet as at March 31 2022, the consolidated Statement of Profit and Loss, including other comprehensive
income, the consolidated Cash Flow Statement and the consolidated Statement of Changes in Equity for
the year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies and other explanatory information (hereinafter referred to as “the
consolidated financial statements”).

In our opinion and to the best of our information and according to the explanations given to us and based
on the consideration of reports of other auditors on separate financial statements and on the other
financial information of the subsidiaries and associate, the aforesaid consolidated financial statements
give the information required by the Companies Act, 2013, as amended (“the Act™) in the manner so
required and give a true and fair view in conformity with the accounting principles generally accepted in
India, of the consolidated state of affairs of the Group and its associate as at March 31, 2022, their
consolidated profit including other comprehensive income, their consolidated cash flows and the
consolidated statement of changes in equity for the year ended on that date.

Basis for Opinion

We conducted our audit of the consolidated financial statements in accordance with the Standards on
Auditing (SAs), as specified under section 143(10) of the Act. Our responsibilities under those Standards
are further described in the ‘Auditor's Responsibilities for the Audit of the Consolidated Financial
Statements’ section of our report. We are independent of the Group and its associate in accordance with
the 'Code of Ethics’ issued by the Institute of Chartered Accountants of India together with the ethical
requirements that are relevant to our audit of the financial statements under the provisions of the Act and
the Rules thereunder, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion on the consolidated financial statements.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the financial year ended March 31, 2022. These matters
were addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. For each matter
below, our description of how our audit addressed the matter is provided in that context.

We have determined the matters described below to be the key audit matters to be communicated in our
report. We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our assessment of
the risks of material misstatement of the consolidated financial statements. The results of audit
procedures performed by us, including those procedures performed to address the matters below, provide
the basis for our audit opinion on the accompanying consolidated financial statements.

Key audit matters reported in the standalone financial statements of the Holding Company:

Key audit matters l How our audit addressed the key audit matter
(a) Impairment of financial assets as at balance sheet date (expected credit losses)
(as described in note 5 of the standalone financial statements) ]
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Key audit matters

How our audit addressed the key audit matter

Ind AS 109 requires the Company to provide for
impairment of its loan receivables (designated at
amortised cost and fair value through other
comprehensive income) using the expected credit
loss (ECL) approach. ECL involves an estimation of
probability-weighted loss on financial instruments
over their life, considering reasonable and
supportable information about past events, current
conditions, and forecasts of future economic
conditions which could impact the credit quality of
the Company’s loans and advances.

In the process, a significant degree of judgement
has been applied by the management for:

o Staging of loans (i.e. classification in ‘significant
increase in credit risk' (“SICR™) and ‘default’
categories);

e Grouping of borrowers based on homogeneity by
using appropriate statistical techniques;

+ Estimation of behavioral life;

» Determining macro-economic factors impacting
credit quality of receivables;

e Estimation of losses for loan products with no/
minimal historical defaults.

In view of such high degree of management's
judgement involved in estimation of ECL, it is a key
audit matter.

* Read and assessed the Company's accounting
policies for impairment of financial assets and
their compliance with Ind AS 109 and the
governance framework approved by the Board
of Directors pursuant to Reserve Bank of India
guidelines issued on March 13, 2020.

¢ Read and assessed the Company's policy with
respect to one-time restructuring offered to
customers pursuant to the “Resolution
Framework for COVID-19-related Stress”
issued by RBI on August 6, 2020 and tested
the implementation of such policy on a sample
basis.

= Evaluated the reasonableness of the
management estimates by understanding the
process of ECL estimation and related
assumptions and tested the controls around
data extraction and validation.

e Assessed the criteria for staging of loans
based on their past-due status to check
compliance with requirement of Ind AS 109.
Tested a sample of performing (stage 1) loans
to assess whether any SICR or loss indicators
were present requiring them to be classified
under higher stages.

» Assessed the additional considerations
applied by the management for staging of
loans as SICR or default categories in view of
Company's policy on one-time restructuring.

 Tested the ECL model, including assumptions
and underlying computation. Assessed the
floor/ minimum rates of provisioning applied
by the Company for loan products with
inadequate historical defaults.

e Tested assumptions used by the management
in determining the impact on account macro-
economic factors on calculation of default
rates (including COVID-19 pandemic).

o Assessed disclosures included in the
standalone financial statements in respect of
expected credit losses including the specific
disclosures made with regards to the impact of
COVID-19 on ECL estimation.

(b) IT systems and controls

Financial accounting and reporting processes,
especially in the financial services sector, are
fundamentally reliant on IT systems and IT controls
to process significant transaction volumes, hence
we identified IT systems and controls over financial
reporting as a key audit matter for the Company.

* Tested the design and operating effectiveness
of the Company’s IT access controls over the
information systems that are important to
financial reporting and various interfaces,
configuration and other identified application
controls.
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Key audit matters

How our audit addressed the key audit matter

Automated accounting procedures and IT
environment controls, which include IT governance,
general IT controls over program development and
changes, access to programs and data and IT
operations, are required to be designed and to
operate effectively to ensure reliable financial
reporting.

Tested IT general controls (logical access,
changes management and aspects of IT
operational controls). This included testing
requests for access to systems were reviewed
and authorized.

Tested the Company's periodic review of

access rights. We also tested requests of
changes to systems for approval and
authorization.

 In addition to the above, tested the design and
operating effectiveness of certain automated
controls that were considered as key internal
controls over financial reporting.

e Tested the design and operating effectiveness
of compensating controls, where deficiencies
were identified and, where necessary,
extended the scope of our substantive audit
procedures.

Other Information

The Holding Company's Board of Directors is responsible for the other information. The other information
comprises the Annual Report, but does not include the financial statements and our auditor’s report
thereon. The Annual Report is expected to be made available to us after the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we will not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether such other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

When we read the Annual Report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

The Holding Company's Board of Directors is responsible for the preparation and presentation of these
consolidated financial statements in terms of the requirements of the Act that give a true and fair view of
the consolidated financial position, consolidated financial performance including other comprehensive
income, consolidated cash flows and consolidated statement of changes in equity of the Group including
its associate in accordance with the accounting principles generally accepted in India, including the Indian
Accounting Standards (Ind AS) specified under section 133 of the Act read with the Companies (Indian
Accounting Standards) Rules, 2015, as amended. The respective Board of Directors of the companies
included in the Group and of its associate are responsible for maintenance of adequate accounting records
in accordance with the provisions of the Act for safequarding of the assets of the Group and of its associate
and for preventing and detecting frauds and other irregularities; selection and application of appropriate
accounting policies; making judgments and estimates that are reasonable and prudent; and the design,
implementation and maintenance of adequate internal financial controls, that were operating effectively
for ensuring the accuracy and completeness of the accounting records, relevant to the preparation and
presentation of the consolidated financial statements that give a true and fair view and are free from
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material misstatement, whether due to fraud or error, which have been used for the purpose of preparation
of the consolidated financial statements by the Directors of the Holding Company, as aforesaid.

In preparing the consolidated financial statements, the respective Board of Directors of the companies
included in the Group and of its associate are responsible for assessing the ability of the Group and of its
associate to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

Those respective Board of Directors of the companies included in the Group and of its associate are also
responsible for overseeing the financial reporting process of the Group and of its associate.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with SAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

> Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

> Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances. Under section 143(3)() of the Act, we are also responsible
for expressing our opinion on whether the Holding Company has adequate internal financial controls
with reference to financial statements in place and the operating effectiveness of such controls.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

»  Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the ability of the Group and its associate to continue as
a going concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Qur conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions may cause the
Group and its associate to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

> Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group and its associate of which we are the independent auditors, to
express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the audit of the financial statements of such entities included in the
consolidated financial statements of which we are the independent auditors. For the other entities
included in the consolidated financial statements, which have been audited by other auditors, such
other auditors remain responsible for the direction, supervision and performance of the audits carried
out by them. We remain solely responsible for our audit opinion.

We communicate with those charged with governance of the Holding Company and such other entities
included in the consolidated financial statements of which we are the independent auditors regarding,

9
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among other matters, the planned scope and timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safequards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements for the financial year ended
March 31, 2022 and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Other Matter

(a) We did not audit the financial statements and other financial information, in respect of one subsidiary,
whose financial statements include total assets of Rs 20.00 lakhs as at March 31, 2022, and total
revenues of Rs 19.04 lakhs and net cash inflows of Rs 10.33 lakhs for the year ended on that date.
These financial statement and other financial information have been audited by other auditors, which
financial statements, other financial information and auditor’s reports have been furnished to us by the
management. Our opinion on the consolidated financial statements, in so far as it relates to the
amounts and disclosures included in respect of this subsidiary and our report in terms of sub-sections
(3) of Section 143 of the Act, in so far as it relates to the aforesaid subsidiary, is based solely on the
report of such other auditors.

(b) The consolidated financial statements of the Company for the year ended March 31, 202 1, included in
these consolidated financial statements, have been audited by the predecessor auditor who expressed
an unmodified opinion on those statements on July 23, 2021.

Our opinion above on the consolidated financial statements, and our report on Other Legal and Regulatory
Requirements below, is not modified in respect of the above matters with respect to our reliance on the
work done and the reports of the other auditors.

Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor's Report) Order, 2020 (“the Order"), issued by the Central
Government of India in terms of sub-section (11) of section 143 of the Act, based on our audit and on
the consideration of report of the other auditors on separate financial statements and the other
financial information of the subsidiary company, incorporated in India, as noted in the ‘Other Matter’
paragraph we give in the “Annexure 1" a statement on the matters specified in paragraph 3(xxi) of the
Order.

2. Asrequired by Section 143(3) of the Act, based on our audit and on the consideration of report of the
other auditors on separate financial statements and the other financial information of the subsidiary,
as noted in the ‘other matter’ paragraph we report, to the extent applicable, that:

(a) We/the other auditors whose report we have relied upon have sought and obtained all the information
and explanations which to the best of our knowledge and belief were necessary for the purposes of
our audit of the aforesaid consolidated financial statements;

(b) In our opinion, proper books of account as required by law relating to preparation of the aforesaid
consolidation of the financial statements have been kept so far as it appears from our examination of
those books and reports of the other auditors:;

(c) The Consolidated Balance Sheet, the Consolidated Statement of Profit and Loss including the
Statement of Other Comprehensive Income, the Consolidated Cash Flow Statement and Consolidated
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(d)

(®

¢}

(@

(h)

Statement of Changes in Equity dealt with by this Report are in agreement with the books of account
maintained for the purpose of preparation of the consolidated financial statements;

In our opinion, the aforesaid consolidated financial statements comply with the Accounting Standards
specified under Section 133 of the Act, read with Companies (Indian Accounting Standards) Rules,
2015, as amended;

On the basis of the written representations received from the directors of the Holding Company as
on March 31, 2022 taken on record by the Board of Directors of the Holding Company and the reports
of the statutory auditors who are appointed under Section 139 of the Act, of its subsidiary companies,
associate companies, none of the directors of the Group's companies and its associate, incorporated
in India, is disqualified as on March 31, 2022 from being appointed as a director in terms of Section
164 (2) of the Act;

With respect to the adequacy of the internal financial controls with reference to consolidated financial
statements of the Holding Company and its subsidiary companies and its associate, incorporated in
India, and the operating effectiveness of such controls, refer to our separate Report in “Annexure 2"
to this report;

In our opinion and based on the consideration of reports of other statutory auditors of the subsidiary,
the managerial remuneration for the year ended March 31, 2022 has been paid / provided by the
Holding Company. The provisions of section 197 read with Schedule V of the Act are not applicable
to the its subsidiaries and associate incorporated in India for the year ended March 31, 2022.

With respect to the other matters to be included in the Auditor’s Report in accordance with Rule 11
of the Companies (Audit and Auditors) Rules, 2014, as amended, in our opinion and to the best of our
information and according to the explanations given to us and based on the consideration of the
report of the other auditors on separate financial statements as also the other financial information
of the subsidiary, as noted in the ‘Other matter’ paragraph:

i.  The consolidated financial statements disclose the impact of pending litigations on its
consolidated financial position of the Group and its associate in its consolidated financial
statements - Refer Note 38 to the consolidated financial statements;

ii.  Provision has been made in the consolidated financial statements, as required under the
applicable law or accounting standards, for material foreseeable losses, if any, on long-term
contracts including derivative contracts - Refer Note 4 to the consolidated financial
statements in respect of such items as it relates to the Group and its associate.

iii.  There were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Holding Company, its subsidiaries and associate, incorporated in India
during the year ended March 31, 2022.

iv. a) The respective managements of the Holding Company and its subsidiaries which are companies
incorporated in India whose financial statements have been audited under the Act have
represented to us and the other auditors of such subsidiaries respectively that, to the best
of its knowledge and belief, other than as disclosed in the note 47(vi)a) to the consolidated
financial statements, no funds have been advanced or loaned or invested (either from
borrowed funds or share premium or any other sources or kind of funds) by the Holding
Company or any of such subsidiaries to or in any other person(s) or entity(ies), including
foreign entities (“Intermediaries”), with the understanding, whether recorded in writing or
otherwise, that the Intermediary shall, whether, directly or indirectly lend or invest in other
persons or entities identified in any manner whatsoever by or on behalf of the respective
Holding Company or any of such subsidiaries (“Ultimate Beneficiaries™) or provide any
guarantee, security or the like on behalf of the Ultimate Beneficiaries;

b) The respective managements of the Holding Company and its subsidiaries which are
companies incorporated in India whose financial statements have been audited under the Act
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V)

c)

have represented to us and the other auditors of such subsidiaries respectively that, to the
best of its knowledge and belief, other than as disclosed in the note 47(viiYa) to the
consolidated financial statements, no funds (which are material either individually or in the
aggregate) have been received by the respective Holding Company or any of such
subsidiaries from any person(s) or entity(ies), including foreign entities ("Funding Parties™),
with the understanding, whether recorded in writing or otherwise, that the Holding Company
or any of such subsidiaries shall, whether, directly or indirectly, lend or invest in other
persons or entities identified in any manner whatsoever by or on behalf of the Funding Party
(“Ultimate Beneficiaries) or provide any guarantee, security or the like on behalf of the
Ultimate Beneficiaries; and

Based on the audit procedures that has been considered reasonable and appropriate in the
circumstances performed by us and those performed by the auditors of the subsidiaries which
are companies incorporated in India whose financial statements have been audited under the
Act, nothing has come to our or other auditor’s notice that has caused us or the other auditors
to believe that the representations under sub-clause (a) and (b) contain any material mis-
statement.

No dividend has been declared or paid during the year by the Holding company and subsidiary
companies, incorporated in India.

For S. R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

Sawve\_s\-\ \/Jaw E-.

per Sarvesh Warty

Partner

Membership Number: 121411
UDIN: 22121411 AIDAAH6914
Place of Signature: Mumbai
Date: April 29, 2022
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Annexure 1 referred to in paragraph 1 under the heading “Report on other legal and regulatory

requirements” of our report of even date

Re: InCred Financial Services Limited

in terms of the information and explanations sought by us and given by the Holding Company and the
books of account and records examined by us in the normal course of audit and to the best of our
knowledge and belief, and based on the consideration of reports of auditors in respect of subsidiaries, we
state that qualifications or adverse remarks by the respective auditors in the Companies (Auditors Report)

Order (CARO) reports of the companies included in the consolidated financial statements are:

S.No. | Name CIN Holding Clause number of the
Company / CARO report which is
Subsidiary/ qualified or is adverse
Associate
g Mvalu Technology | U74999MH2018PTC313289 | Associate (vii)(a)
Services Private
Limited
2 Incred U72900MH2016PTC273211 | Subsidiary (viixa)
Management and
Technology
Services Private
Limited
3. Booth Fintech U67190MH2015PTC355907 | Subsidiary (viiXa)
Private Limited

For S. R. Batliboi & Associates LLP
Chartered Accountants
ICAl Firm Registration Number: 101049W/E300004

Sawvesl\ Uq v t1

per Sarvesh Warty

Partner

Membership Number: 121411
UDIN: 22121411AIDAAH6914

Place of Signature: Mumbai

Date: April 29, 2022
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Annexure 2 referred to in paragraph 2 (f) under the heading “Report on other legal and requiatory
requirements” of our report of even date

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (“the Act™

In conjunction with our audit of the consolidated financial statements of InCred Financial Services Limited
(hereinafter referred to as the “Holding Company") as of and for the year ended March 31, 2022, we have
audited the internal financial controls with reference to consolidated financial statements of the Holding
Company and its subsidiaries (the Holding Company and its subsidiaries together referred to as “the
Group") and its associate, which are companies incorporated in India, as of that date.

Management's Responsibility for Internal Financial Controls

The respective Board of Directors of the companies included in the Group and its associate, which are
companies incorporated in India, are responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the Holding Company
considering the essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India
(ICAD. These responsibilities include the design, implementation and maintenance of adequate internal
financial controls that were operating effectively for ensuring the orderly and efficient conduct of its
business, including adherence to the respective company’s policies, the safeguarding of its assets, the
prevention and detection of frauds and errors, the accuracy and completeness of the accounting records,
and the timely preparation of reliable financial information, as required under the Companies Act, 2013.

Auditor's Responsibility

Our responsibility is to express an opinion on the Holding Company's internal financial controls with
reference to consolidated financial statements based on our audit. We conducted our audit in accordance
with the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the "“Guidance
Note™) and the Standards on Auditing, specified under section 143(10) of the Act, to the extent applicable
to an audit of internal financial controls, both, issued by ICAI. Those Standards and the Guidance Note
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether adequate internal financial controls with reference to consolidated financial
statements was established and maintained and if such controls operated effectively in all material
respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls with reference to consolidated financial statements and their operating effectiveness.
Our audit of internal financial controls with reference to consolidated financial statements included
obtaining an understanding of internal financial controls with reference to consolidated financial
statements, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. The procedures selected depend
on the auditor's judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error.

We believe that the audit evidence we have obtained and the audit evidence obtained by the other auditors
in terms of their reports referred to in the Other Matters paragraph below, is sufficient and appropriate to
provide a basis for our audit opinion on the internal financial controls with reference to consolidated
financial statements.

Meaning of Internal Financial Controls With Reference to Consolidated Financial Statements

A company's internal financial control with reference to consolidated financial statements is a process
designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company's internal financial control with reference to consolidated financial
statements includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
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company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorisations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention
or timely detection of unauthorised acquisition, use, or disposition of the company's assets that could
have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls With Reference to Consolidated Financial
Statements

Because of the inherent limitations of internal financial controls with reference to consolidated financial
statements, including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any evaluation
of the internal financial controls with reference to consolidated financial statements to future periods are
subject to the risk that the internal financial controls with reference to consolidated financial statements
may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Opinion

In our opinion, the Group and its associate, which are companies incorporated in India, have, maintained
in all material respects, adequate internal financial controls with reference to consolidated financial
statements and such internal financial controls with reference to consolidated financial statements were
operating effectively as at March 31,2022, based on the internal control over financial reporting criteria
established by the Holding Company considering the essential components of internal control stated in
the Guidance Note issued by the ICAL

Other Matters
Our report under Section 143(3)(i) of the Act on the adequacy and operating effectiveness of the internal
financial controls with reference to consolidated financial statements of the Holding Company, in so far
as it relates to on subsidiary, which is a company incorporated in India, is based on the corresponding
reports of the auditors of such subsidiary incorporated in India.

For S. R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

Sﬂ-{v’?&)’\ \/\)ka“&

per Sarvesh Warty

Partner

Membership Number: 121411
UDIN: 22121411AIDAAH6914
Place of Signature: Mumbai
Date: April 29, 2022




InCred Financial Services Uimited

C lidated Financlal Stat
Cansolidated Balance Sheet as at March 31, 2022
{Rs. in lakhs)
As at As at
Particulars Note No
March 31, 2022 March 31, 2021
ASSETS
{1} Financial assets
{a]  Cashand cash equivalents . 2 5,505.98 1,457.92
{b)  Bank balance ather than cash and cash equivalents 3 2,991.36 588.46
i) Derivative financial instruments 4 1,181.05 -
{d) Receivables
(I Trade recelvables 5 108.34 3.76
{1} Other receivables - -
(e} Loans [ 3,73,226.42 2,55,359.84
{fi  investments ? 8,119.65 12,457.43
{g)  Other financial assets 8 2,754.80 1,852.48
3,93,887.60 2,71,719.89
{2) Non-flnancial assets
(a}  Current tax assets (net) 1,209.98 731,72
{b} Deferred tax assets (net) 9 2,038.67 1,857.41
ic}  Property, plant and equipment 10 347968 3,440.94
{d) Capital work-in-progress 11 253,95 14.49
{e) Goodwill B52.65 652.65
{f}  Other intangible assets 12 433.27 547.43
g} Other non-financial assets 13 1,468.76 1,482.78
9,576.96 #,733.42
Total assets 4,03,464.56 2,80,453.31
LIABILITIES AND EQUITY
LIABILITIES
{1) Financial llabllities
ta) Derivative financial lizbilities 4 186,87 z
{b} Debt securities 15 1,06,523.77 75,786.75
[c}  Borrowings (other than debt securities) 16 1,75,065.49 91,062.13
(d)  Other financial liabilities 17 8,198.31 5,684.48
2,80,974.84 1,73,533.36
(2) Non-financial liabilities
{al Provisions 18 324 46 169.90
{b) Deferred tax liabilities {net) 9 728.89 832.27
(¢} Other nen-financial liabilities 19 918.06 516.58
1,971.41 1,518.75
EQUITY
{a) Equity share capital 19{4) 35,450.27 30,772.7%
(b} Prefersnce share capital 19 {8} 3,347.96 785162
[e)  Other equity 21 72,720.48 66, 776.78
1,11,518.71 1,05,401.20
Total liabilities and equity 4,03,464.56 2,80,453.31
Significant accounting pelicies and key zccounting estimates and judgements 1

The accompanying notes form an integral part of the consolidated financial statements

As per aur report of even date

For 5. R. Batlibol & Assoclates LLP

Chartered Accountants

ICAI Firm Registration No.: 101049W/E300004

SD\YV&SL\ LJCW t -~

per Sarvesh Warty
Partner
Membership No: 121411

Place: Mumbai
Date: April 28, 2022

For and on behalf of the Board of Directors of
InCred Financlal Services Limited

CIN: UTAB93MH1991PLL340312
Rhw— (I
—

Bhuplnder Singh Vivek Bansal
Whaole Time Director and CEQ Whole Time Director and CFO
DinN: 0?_342318 DiN: 07835456
'
Gajendra Thakur

Company Secretary
Membership No: 419285

Place: Mumbai
Drate: April 29, 2022
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InCred Financial Services Limited

Consalidated Financial Statemants
Consolidated Statement of Profit and Loss for the year ended March 31, 2022

[Rs. in takhs}
Year ended Year ended
Particulars
NoteMo|  marchay, 2002 Mareh 31, 2021
Revenue From operatiens
{l} Interest income 2 47.340.06 37,723.45
(] et gain on d itlon of financial under wed cost category 336.68 .
[IH) Fees and commission income 23 1,022.24 557.16
[iv} Het{loss)/gain on falr value changes 24 104.17 268.91
{I} Total revenue from operations 45,803.15 38,549.52
i} Otherincome 5 3.624,09 598,13
(i} Total income {1+ 11} 52,427.24 39,247.65
Expenses
I} Finance costs 6 21,945.81 15,275.74
(i) Metloss on d gnition of financial under i cost category 1,045.87 .
{iiij Impatrment on financial instruments 27 4,352.02 B,863.63
{iv] Emmlayes benefits enpenses 8 13,921.43 9,448.81
{v] Deprecation and amortisation 0811 1,227.80 1,015.98
{vl] Others expenses 28 5,326.87 3,936.45
(V] Total expenses 47,820.80 38,545.61
IV} Profit befare share of loss of Assoclates (1l - 1V} 4,606.44 70204
[Wi} Share of loss of associates 42090 349.57
VI Profit before tax (V - VI} . 4,185.54 352.47
Tax Expense;
11) Current Tax 1,358.99 1,231.51
(2} Tax pertaining to previous years . (96.38)
(3} Deferred Tax (256.21) 1999.71)
(VI Total Tax Expense 30 1,102.78 135.42
{IX} Profit for the year (VI - VIN) 3,082.76 217.05
(X} Other comprehensive income
{a] (i) tems that will not be reclassifiad to prafit or loss
(a) Remeasurement galn/[loss) of the defined henedit plans [94.84} [26.29)
{li] Income tax relating to items that will not be reclassified to proflt or loss 2387 6.62
Subtotal (A} {70.57) {19.67 7
{B] ttems that will be reclassified to profit or loss
{a} Debtinstruments through other comprehensive incame {12030} 118.97
|} The effective portion of gains and loss on hedging instruments i a cash flow hedge 103.74
[ii} Income tax relating to items that will net be reclassifisd to profit or loss 4.17 [29.95)
Subtotal (B) [12.39) 89.02
1
Other comprehensive income (A + B} 83.35] 69.35
(%1} Total comprehenslve income for the year {IX + X} 2,995.40 28540
Profit is attributable to:
Owners of the Group 3,062.76 1705
MNon centrolling interests - -
Other Cor Income is attrlbutable to:
Owners of the Group {83.36) 69.35
Hon controling Interests - .
Total € hensive Incoma s o
Qwners of the Group 2,852.40 2BE.40
Mon centralling interests - -
[X1¥) Earnings per equity share {Face Value : Rs, 10 per shars) 31
Basic {Rs.} 0.80 0.06
Dituted {Rs.} 0.7% .06
Significant accounting policies and key il { and Jut, 1

The accompanying notes form an integral part of the consolidated finandial statements

As per our report of even date

For 5. R. Batlibol & Associates LLP For and on behalf of the Board of Directors of

Chartered Accountants InCred Financial Services Limited

1CA| Firm Reg| No.: W00 CIN: U748%39MH1991PLC340312 ’#

"t L

Savvesl\ LJavts. (K JFL/ . i

per Sarvesh Warty Bhupinder Singh Vivek Bansal

Farter Whate Time Director ond CEQ Whole Time Director and £FO

Membership No: 121411 DIN: 073 8 DIN: 07235456

Flace: Mumbal
Date: April 23, 2022

Gaje; Thakur
Company Secretary
Membership No: A19285

Flace: Mumbal
Date: April 29, 2022
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InCred Financial Services Limited

Consoli Financial §
C i Cash Flow § for the year ended March 31, 2022
{Rs. in lakhs)
Year ended Year ended
it 00 March 31,2022 March 31, 2021

Cash flow fram operating activities

Profit / {Loss) befare tax 4,185.54 352.47
Adjustments to reconclle net profit to net cash generated from / (used In) operating activities

Depreciation and amortisation 813.72 598.33
Loss on sale of property, plant and equipment 340 -
Met (gain) on fair value changes (104.17) (268.91)
Interest income {47,340,06} 137,723.45)
Finange Cost 21,562.20 15,275.74
Impairment loss 4,350.54 B,B68.63
Provision for employment benefits 60.92 120.98)
Share based expense 2,446.59 1,027.90
Share In loss of associate 420.90 349.57
Operating cash flow before working ca pital changes {13,600.42) {11,540.70)
Working caphtal ad[ustments '

{Increase) / decrease in other trade recefvables [99.87) 137.25
Decrezse in other recelvables = 475
{Increase) in Loans {1,22,227.31) 159,183.00)
{increase) In other financial assets {502.32) {1,078.78)
{Increase) in other non financial assets 14.03 {304.47)
Increase in other financial liabilities 1,817.10 1,210.00
Increase in provisions 0.38 12.79
{Increase in other non financial liabilities 401,47 804,56
|Cash generated from operatlons (1,38,596.94) {69,937.60
Interest received en loans 45,746,563 35,299.79
Interest paid on borrowings and debt (21,562.20) (17,585.83)
Income taxes paid :1.3131_?4] 1567.01)

Net cash {used In) operating activities (1,12,244.25) (52,730.65)

Cash flow from investing activities

Purchase of property, plant and equipment (534.11) {567.36}
Proceeds from sale of property, plant and equipment Er -
Purchase of intangibles assets {107.08) {590.93)
Capital work in progress {279.45) 11057
Investment in associate 1999.40) -
Purchase of investments [61,273.28) 11,53,919.53)
Proceeds from sale of investments 66,880.30 1,48,749.18
Investment in term deposits (57,680.30) 1,05,146.56
Proceeds from maturity of term depasits 55,277.40 {1,05,002.11)
Net cash (used in) Investing 1,321.85 {6,073.62)
Cash flow from financing activities

Issue of equity shares {including securities premiu m) 671.64 36.48
Payment of lease liability (441.55) (292.95)
Proceads from barrowings (other than debt securities) 1,55,520.00 72,285.00
Proceeds from fssue of debt securities 93,524.29 62,173.39
Redemption of borrowings (other than debt securities) 174,224.35) |48,668.31)
Redemption of debt securities |60,827.55}) (28,044.83)
Met cash generated from financing activities 1,18,222.48 57,468.78
Net Increase / (decrease) in cash and cash equivalents 3,300.08 (1,395.49)
Cash and cash equivalents at the beginning of the year {511.15) 884,34
Cash and cash equivalents at the end of the year 2,788.93 (511.15))
MNotes:

(2] The above Cash Flow Statement has been prepared under the "Indirect Method' as set out in the Indian Accounting Standard {Ind AS-7) - Statement of Cash Flow

(b} Cash and cash equivaients comprises of

[Rs. in lakhs)
Particulars As at Asat
March 31, 2022 March 31, 2021

Cash on hand - 284
Balances with banks

- Current Accounts 5,255.98 1,455.08
Deposit with bank with maturlty less than 3 months 250.00 -
Cash and cash equivalents (Refer note 2} 5,505.98 1,457.92
Less: Bank overdraft and cash credit |Refer note 16) {2,717.05) {1,969.07)
Cash and cash equivalents in cash flow statement 2,788.93 (511.15)|
As per our report of even date
For 5. R. Batlibol & Associates LLP For and on behalf of the Board of Directors of
Chartered Accountants InCred Financial Services Limfted
ICAI Firm Registration Ne.! 101049W/E300004 CIN: U74899MH1991PLC340312

ir—
Savvesh Lart. U {/ , /)D
-

per Sarvesh Warty Bhupinder Singh Vivek gy;ﬂ....
Partner Whale Time Director and CEQ Whole Time Director and CFO
Membership No: 121411 DIN: 07342318 DIN: 07835456

/
Flace: Mumbai -
Date: April 29, 2022 },

Gajendra Thakur
Company Secretary
Membership No: A19285

Place: Mumbai
Date: April 29, 2022
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InCred Financial Services Limited

Notes to the Consolidated Financial Statements

(1)

A,

Significant Accounting Policies and Other Explanatory Information

Corporate Information

InCred Financial Services Limited (the ‘Parent')-was incorporated in India on 8 January 1991, under
the provisions of the Companies Act, 1956. The Parent together with its subsidiaries (hereinafter
collectively referred to as the ‘Group’) has a diversified lending portfolio across retail, SME and
commercial customers with a significant presence in urban and rural India.

The Parent has received a Certificate of Registration from the Reserve Bank of India ('RBI'), on 30th
August 2000 to commence/carry on the business of Non-Banking Financial Institution ('NBFC')
without accepting public deposits. The Parent qualifies to be a NBFC - Systematically Important Non-
Deposit taking Company as per Master - Direction - Non-Banking Financial Company - Systematically
Important Non-Deposit taking Company and Deposit taking Company (Reserve Bank) Directions
2016, as amended (the “Master Directions”).

The registered office of the Group is Unit No. 1203, 12th floor, B Wing, The Capital, Plot No. C - 70, G
Block, Bandra - Kurla Complex, Bandra East, Mumbai — 400051 (erstwhile - 1502-A, The Capital, C-70,
G Block, Bandra Kurla Complex, Mumbai, Maharashtra, India, 400051).

The consolidated financial statements were authorized for issue by the Parent’s Board of
Directors on April 29, 2022.

Basis of preparation

The consolidated financial statements have been prepared in accordance with Indian Accounting
Standards (Ind AS) as per the Companies (Indian Accounting Standards) Rules, 2015 as amended from
time to time and notified under section 133 of the Companies Act, 2013 (the Act) along with other
relevant provisions of the Act, the RBI Master Directions and notification for Implementation of
Indian  Accounting Standard vide circular RBI/2019-20/170 DOR(NBFC).CC.PD.No.109
/22.10.106/2019-20 dated 13 March 2020 (‘RBI Notification for Implementation of Ind AS’) issued by
RBI. The Group uses accrual basis of accounting except in case of significant uncertainties (Refer Note
D15).

Functional and presentation currency

The consolidated financial statements are presented in Indian Rupees (‘INR’), which is also the
Group's functional currency. All the amounts have been rounded-off to the nearest lakhs, unless
otherwise indicated.

Basis of measurement

The consolidated financial statements have been prepared under the historical cost convention
except for the following items:

a. Certain financial assets and liabilities that are measured at fair value

b. Net defined benefit asset / liability — plan assets are measured at fair value less present
value of defined benefit obligation; and

c. Share-based payments - measured at fair value on initial recognition



InCred Financial Services Limited

Notes to the Consolidated Financial Statements

iii.

iv.

Use of estimates and judgements

The preparation of consolidated financial statements in conformity with Ind AS requires the
management to make estimates, judgements and assumptions. These estimates, judgments and
assumptions affect the application of accounting policies and the reported amounts of assets
and liabilities, the disclosures of contingent assets and liabilities at the date of financial
statements, reported amounts of revenues and expenses during the period. Actual results may
defer from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions in the
accounting estimates are recognised prospectively.

Significant accounting estimates and judgements:

Business model assessment

Fair value of financial instruments

Effective interest rate (EIR)

Impairment of financial assets

Provision for tax expenses

Residual value, useful life and indicators of impairment and recoverable value of
property, plant and equipment

o o0 T

Basis of consolidation
a. Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power to direct the
relevant activities of the entity. Subsidiaries are consolidated from the date on which the
control is transferred to the Group. They are deconsolidated from the date the control
ceases.

The Group combines the financial statements of the parent and its subsidiaries line by line
adding together like items of assets, liabilities, equity, income and expenses.
Intercompany transactions, balances and unrealised gains on transactions between the
Group companies are eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the transferred asset. Accounting
policies of subsidiaries have been changed wherever necessary to ensure consistency with
the policies adopted by the Group.

Non-controlling interest in the results and equity of subsidiaries are shown separately in
the consolidated statement of profit and loss, consolidated statement of changes in equity
and balance sheet respectively.

. Associates

Associates are all entities over which the Group has significant influence but not control
or joint control. This is generally the case where the Group holds between 20% and 50%
of the voting rights. Investments in associates are accounted for using the equity method
of accounting, after initially being recognized at cost.

AR



InCred Financial Services Limited

Notes to the Consolidated Financial Statements

e Equity method

Under equity method of accounting, the investments are initially recognized at cost
and adjusted thereafter to recognize the Group’s share of the post-acquisition profits
or losses of the investee in profit and loss, and the Group’s share of other
comprehensive income of the investee and in other comprehensive income.
Dividends received or receivable from associates are recognized as a reduction in
the carrying amount of investment.

When the Group’s share of losses in an equity-accounted investment equals or
exceeds its interest in the entity, including any other unsecured long-term
receivables, the Group does not recognize further losses, unless it has incurred
obligations or made payments on behalf of the other entity.

Unrealised gains on transactions between the Group and its associates are
eliminated to the extent the Group’s interest in these entities. Unrealised losses are
eliminated unless the transaction provides evidence of an impairment of asset
transferred. Accounting policies of equity accounted investees have been changed
where necessary to ensure consistency with the policies adopted by the Group.

c. Change in ownership interests

The Group considers transactions with non-controlling interests that do not result
in a loss of control as transactions with equity owners of the Group. A change in
ownership interest results in an adjustment between the carrying amounts of the
controlling and non-controlling interests to reflect their relative interest in the
subsidiary. Any difference between the amount of the adjustment to non-controlling
interests and any consideration paid or received is recognized within equity.

When the Group ceases to consolidate or equity account for an investment because
of loss of control, any retained interest in the entity is remeasured to its fair value
with the change in carrying amount recognized in profit or loss. The fair value
becomes the initial carrying amount for the purposes of subsequently accounting for
the retained interest as an associate, joint venture or financial asset. In addition, any
amounts previously recognized in the other comprehensive income are reclassified
to profit or loss.

If the ownership interest in an associate is reduced but significant influence is
retained, only proportionate share of the amounts previously recognized in other
comprehensive income are reclassified to profit or loss where appropriate.

d. Business Combination

The acquisition method of accounting is used to account for all business combinations,
regardless of whether equity instruments or other assets are acquired. The consideration
transferred for the acquisition of a subsidiary comprises of the;

Fair values of assets transferred

Liabilities incurred to the former owners of the acquired business

Equity interests issued by the Group and

Fair value of any assets and liabilities resulting from a contingent consideration
arrangement.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at
acquisition date. The Group recognizes any non-controlling interests in the acquired entity

z



InCred Financial Services Limited

Notes to the Consolidated Financial Statements

on acquisition-by-acquisition basis either at fair value or by non-controlling interest’s
proportionate share of the acquired entity’s net identifiable assets,

The excess of:

o Consideration transferred
e Any amount of non-controlling interest in the acquired entity and

e Acquisition date fair value of the previous entity interest in the acquired entity

Over the fair value of identifiable assets acquired is recorded as goodwill. If those amounts
are less than the fair value of identifiable assets , the difference is recognized in other
comprehensive income and accumulated in equity as capital reserve provided there is
clear evidence of the underlying reason for carrying the business combination as a bargain
purchase. In other cases, bargain purchase gain are recognized directly in equity as capital
reserve,

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer’s previously held equity interest in the acquire is remeasured to fair value at
acquisition date. Any gains or losses arising from such remeasurement are recognized in
profit or loss or other comprehensive income, as appropriate.

Presentation of financial statements

The consolidated financial statements of the Group are presented as per Division Ill of Schedule M,
as amended, of the Companies Act, 2013 applicable to NBFCs, as notified by the Ministry of
Corporate Affairs (‘MCA’). 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 Consolidated Statement of Profit and Loss, as prescribed in the
Schedule Il to the Act, are presented by way of notes forming part of the financial statements along
with the other notes required to be disclosed under the notified Accounting Standards and RBI
regulations to the extent applicable.

The Group presents its Balance Sheet in the order of its liquidity.

The Group generally reports financial assets and financial liabilities on a gross basis in the Balance
Sheet. They are offset and reported net only when Ind AS specifically permits the same or it has an
unconditional legally enforceable right to offset the recognised amounts without being contingent
on a future event. Similarly, the Group offsets incomes and expenses and reports the same on a net
basis when permitted by Ind AS.

Significant accounting policies and other explanatory information

1. Measurement of fair values

The Group’s accounting policies and disclosures require the measurement of fair values for
financial instruments.

The Group has an established control framework with respect to the measurement of fair
values. The management has the overall responsibility for overseeing all significant fair value
measurements, including Level 3 fair values, and reports directly to the Chief Financial-Officer.

-




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

The management regularly reviews significant unobservable inputs and valuation adjustments.
If third party information, such as broker quotes or pricing services, is used to measure fair
values, then the management assesses the evidence obtained from the third parties to support
the conclusion that these valuations meet the requirements of Ind AS, including the level in the
fair value hierarchy in which such valuations should be classified.

When measuring the fair values of a financial asset or a financial liability, the Group uses
observable market data as far as possible. Fair values are categorized into different levels in a
fair value hierarchy based on the inputs used in the valuation techniques as follows.

= Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

= Level 2:inputs other than quoted prices included in Level 1 that are observable for the asset
or liability, either directly (i.e., as prices) or indirectly (i.e. derived from prices).

® Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

When measuring the fair value of a financial asset or a financial liability, the Group uses
observable market data as far as possible. If the inputs used to measure the fair value of an asset
or a liability fall into different levels of the fair value hierarchy, then the fair value measurement
is categorised in its entirety in the same level of the fair value hierarchy as the lowest level input
that is significant to the entire measurement.

The Group recognises transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred.

2. Financial instruments

A financial instrument is defined as any contract that gives rise to a financial asset of one entity
and a financial liability or equity instrument of another entity. Trade receivables and payables,
loan receivables, investments in securities and subsidiaries, debt securities and other
borrowings, preferential and equity capital etc. are some examples of financial instruments.

All financial instruments are at amortised cost, unless otherwise specified.

All the financial instruments are recognised on the date when the Group becomes party to the
contractual provisions of the financial instruments. For tradable securities, the Group
recognises the financial instruments on settlement date.

i. Financial assets
Initial measurement

All financial assets are recognised initially at fair value including transaction costs that are
attributable to the acquisition of financial assets except in the case of financial assets recorded at
FVTPL where the transaction costs are charged to profit or loss. Generally, the transaction price
is treated as fair value unless proved to the contrary.

*
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InCred Financial Services Limited

Notes to the Consolidated Financial Statements

On initial recognition, a financial asset is classified as measured at
- amortised cost;
- Fairvalue through other comprehensive income (‘FVOCYI’)

- Fair value through profit and loss (‘FVTPL’)

Financial assets are not reclassified subsequent to their initial recognition, except if and in the
period the Group changes its business model for managing financial assets. The Group classifies
its financial assets in the following measurement categories:

Financial assets measured at amortised cost

A financial asset that meets the following two conditions is measured at amortised cost (net of
any write down for impairment), unless the asset is designated at FVTPL:

i.  the financial asset is held within a business model whose objective is to hold assets to
collect contractual cash flows; and

ii.  the Contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest (‘SPPI’) on the principal amount
outstanding.

Financial assets measured at Fair value through other comprehensive Income (‘FVOCr)

A financial asset is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

I.  thefinancial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets; and

ii. the contractual terms of the asset give rise on specified dates to cash flows that are
solely payments of principal and interest (‘SPPI') on the principal amount outstanding.

Financial assets measured at Fair Value through Profit and Loss (‘FVTPL’)

A financial asset which is not classified in above category is subsequently measured at FVTPL,
Where assets are measured at fair value, gains and losses are recognized entirely in the
Consolidated Statement of Profit and Loss.

Subsequent measurement
The assets classified in the aforementioned categories are subsequently measured as follows:

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method.
The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains
and losses and impairment are recognised in consolidated statement of profit and loss. Any gain
or loss on derecognition is recognised in consolidated statement of profit and loss ,
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Debt investments at FVOCI

These assets are subsequently measured at fair value. Interest income under the EIR method,
foreign gains and losses and impairment are recognised in Consolidated Statement of Profit and
Loss. Other net gains and losses are recognised in OCI. On derecognition, gains and losses
accumulated in OCl are reclassified to Consolidated Statement of Profit and Loss.

Equity investments designated at FVOCI

These assets are subsequently measured at fair value. Dividends are recognised as income in
consolidated statement of profit and loss unless the dividend clearly represents a recovery of
part of the cost of the investment. Other net gains and losses are recognised in OCl and are not
reclassified to consolidated statement of profit and loss .

Financial assets at FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognised in Consolidated Statement of Profit and Loss.

Financial liabilities

Financial liabilities are classified and measured at amortised cost or FVTPL. A financial liability
is classified as at FVTPL if it is classified as held-for-trading or it is designated as on initial
recognition.

Financial liabilities and equity instruments issued by the Group are classified according to the
substance of the contractual arrangements entered into and the definitions of a financial
liability and an equity instrument.

All financial liabilities are recognised initially at fair value and, in the case of payables, net of
directly attributable and incremental transaction cost,

Amortised cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the EIR. The EIR amortisation is included as finance
costs profit and loss.

The Group’s financial liabilities include trade payables and other financial liabilities.

Derecognition

Financial assets

The Group derecognizes a financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) when the contractual rights to receive cash flows
from the financial asset expires or it transfers the rights to receive to receive the contractual
cash flows in a transaction in which the Group neither transfers nor retains substantially all
of the risks and rewards of ownership and does not retain control of the asset.
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If the Group enters into transactions whereby it transfers assets recognized 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 derecognised.

On derecognition of a financial assets in its entirety, the difference between:
e the carrying amount (measured at the date of derecognition) and
¢ the consideration received (including any new asset obtained less any new liability
assumed) is recognised in profit or loss.

Financial assets subsequently measured at amortised cost are generally held for collection
of contractual cashflow. The group on looking at economic viability of certain portfolios
measured at amortised cost may enter into immaterial and infrequent transaction for sale
of loans which doesn’t affect the business model of the Group.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as the derecognition of the original liability and
the recognition of a new liability. The difference in the respective carrying amounts is
recognised in the statement of Profit and Loss.

Offsetting of financial instruments

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.

Derivatives recorded at fair value through profit and loss

A derivative is a financial instrument or other contract with all three of the following
characteristics:

e lts value changes in response to the change in a specified interest rate, financial
instrument price, commodity price, foreign exchange rate, index of prices or rates,
credit rating or credit index, or other variable, provided that, in the case of a non-
financial variable, it is not specific to a party to the contract (i.e., the 'underlying').

e ltrequires no initial net investment or an initial net investment that is smaller than
would be required for other types of contracts expected to have a similar response
to changes in market factors.

e |tissettled at a future date.
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The Group enters into derivative transactions with various counterparties to hedge its foreign
currency risks, interest rate risks and equity price risks, respectively. These include cross-
currency swaps, forward foreign exchange contracts, futures and options on equities.

Derivatives are recorded at fair value and carried as assets when their fair value is positive
and as liabilities when their fair value is negative. Changes in the fair value of derivatives are
included in net gain on fair value cha nges unless hedge accounting is applied.

Vi, Embedded derivatives

An embedded derivative is a component of a hybrid instrument that also includes a non-
derivative host contract with the effect that some of the cash flows of the combined
instrument vary in a way similar to a stand-alone derivative. An embedded derivative causes
some or all of the cash flows that otherwise would be required by the contract to be
modified according to a specified interest rate, financial instrument price, commodity price,
foreign exchange rate, index of prices or rates, credit rating or credit index, or other
variable, provided that, in the case of a non-financial variable, it is not specific to a party to
the contract. A derivative that is attached to a financial instrument, but is contractually
transferable independently of that instrument, or has a different counterparty from that
instrument, is not an embedded derivative, but a separate financial instrument.

If the hybrid contract contains a host that is a financial asset / financial liability within the
scope of Ind AS 109, the Group does not separate embedded derivatives. Rather, it applies
the classification requirements contained in Ind AS 109 to the entire hybrid contract.

Derivatives embedded in all other host contracts are accounted for as separate derivatives
and recorded at fair value if their economic characteristics and risks are not closely related
to those of the host contracts and the host contracts are not held for trading or designated
at fair value though profit or loss. These embedded derivatives are measured at fair value
with changes in fair value recognised in profit or loss, unless designated as effective hedging
instruments.

3. Share capital

Equity and preference shares are classified as equity. Incremental costs directly attributable
to the issuance of new ordinary shares and share options are recognised as a deduction
from equity, net of any tax effects.

4. Investment in subsidiaries

Investment in subsidiaries is carried at cost less impairment if any in the consolidated
financial statements.

5. Business Combination

Business combinations of entities under common control are accounted using the “pooling
of interests” method and assets and liabilities are reflected at the predecessor carrying
values and the only adjustments that are made are to harmonise accounting policies. The
figures for the previous periods are restated as if the business combination had occurred at
the beginning of the preceding period irrespective of the actual date of the combination,
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6.

Impairment of financial assets

Overview of the Expected Credit Losses {‘ECL’) principles

The Group records allowance for expected credit losses for all loans, other debt financial
assets not held at FVTPL, together with financial guarantee contracts, in this section all
referred to as ‘financial instruments’. Equity instruments are not subject to impairment
under Ind AS 109.

The ECL allowance is based on the credit losses expected to arise over the life of the asset
(the lifetime expected credit loss), unless there has been no significant increase in credit
risk since origination, in which case, the allowance is based on the 12 months’ expected
credit loss)

Lifetime ECL are the expected credit losses resulting from all possible default events over
the expected life of a financial instrument. The 12-month ECL is the portion of Lifetime ECL
that represent the ECLs that result from default events on a financial instrument that are
possible within the 12 months after the reporting date.

Both Lifetime ECLs and 12-month ECLs are calculated on either an individual basis or a
collective basis, depending on the nature of the underlying portfolio of financial
instruments. The Group has established a policy to perform an assessment, at the end of
each reporting period, of whether a financial instrument’s credit risk has increased
significantly since initial recognition, by considering the change in the risk of default
occurring over the remaining life of the financial instrument. The Group does the
assessment of significant increase in credit risk at a borrower level. Based on the above, the
Group categorises its loans into Stage 1, Stage 2 and Stage 3 as described below:

Stage 1

All exposures where there has not been a significant increase in credit risk since initial
recognition or that has low credit risk at the reporting date and that are not credit impaired
upon origination are classified under this stage. The Group classifies all standard advances
and advances upto 30 days default under this category.

Stage 2

All exposures where there has been a significant increase in credit risk since initial
recognition but are not credit impaired are classified under this stage. 30 Days Past Due is
considered as significant increase in credit risk.

Stage 3 .

All exposures assessed as credit impaired when one or more events that have a detrimental
impact on the estimated future cash flows of that asset have occurred are classified in this
stage. For exposures that have become credit impaired, a lifetime ECL is recognised and
interest revenue is calculated by applying the effective interest rate to the amortised cost
(net of provision) rather than the gross carrying amount. 90 Days Past Due is considered as
default for classifying a financial instrument as credit impaired.
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Credit-impaired financial assets:

At each reporting date, the Group assesses whether financial assets carried at amortised
cost and debt financial assets carried at FVOCI are credit-impaired. A financial asset is
‘credit-impaired’ when one or more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred.

- Evidence that a financial asset is credit-impaired includes the following observable data:

a) Significant financial difficulty of the borrower or issuer;

b) A breach of contract such as a default or past due event;

¢) The restructuring of a loan or advance by the Group on terms that the Group would not
consider otherwise;

d) It is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

e) The disappearance of an active market for a security because of financial difficulties.

The mechanics of ECL: -

The Group calculates ECLs based on probability-weighted scenarios to measure the
expected cash shortfalls, discounted at an approximation to the EIR. A cash shortfall is the
difference between the cash flows that are due to the Group in accordance with the
contract and the cash flows that the Group expects to receive.

The mechanics of the ECL calculations are outlined below and the key elements are, as
follows:

Probability of Default - The Probability of Default is an estimate of the likelihood of default
over a given time horizon. A default may only happen at a certain time over the assessed
period, if the facility has not been previously derecognised and is still in the portfolio. The
concept of PD is further explained in Note 30.

Exposure at Default - The Exposure at Default is an estimate of the exposure at a future
default date. The concept of EAD is further explained in Note 30.

Loss Given Default - The Loss Given Default is an estimate of the loss arising in the case
where a default occurs at a given time. It is based on the difference between the contractual
cash flows due and those that the lender would expect to receive, including from the
realisation of any collateral. It is usually expressed as a percentage of the EAD. The concept
of LGD is further explained in Note 30.

Forward looking information

While estimating the expected credit losses, the Group reviews macro-economic
developments occurring in the economy and market it operates in. On a periodic basis, the
Group analyses if there is any relationship between key economic trends like GDP,
unemployment rates, benchmark rates set by the Reserve Bank of India, inflation etc. with
the estimate of PD, LGD determined by the Group based on its internal data. While the
internal estimates of PD, LGD rates by the Group may not be always reflective of such
relationships, temporary overlays, if any, are embedded in the methodology to reflect such
macro-economic trends reasonably.

AR




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

Write-offs

The Group writes off Retail secured and unsecured loans overdue for more than 540 days
and 450 days respectively. However, Small and Medium Enterprises (SME) Secured and
Unsecured Loans, are written off on a case-to-case basis, based on the probability of
recoverability. Any subsequent recoveries against such loans are credited to the statement
of profit and loss.

7. Hedge accounting

The Group makes use of derivative instruments to manage exposures to interest rate risk
and foreign currency risk. In order to manage particular risks, the Group applies hedge
accounting for transactions that meet specified criteria.

At the inception of a hedge relationship, the Group formally designates and documents the
hedge relationship to which the Group wishes to apply hedge accounting and the risk
management objective and strategy for undertaking the hedge. The documentation
includes the Group’s risk management objective and strategy for undertaking hedge, the
hedging/economic relationship, the hedged item or transaction, the nature of the risk being
hedged, hedge ratio and how the Group would assess the effectiveness of changes in the
hedging instrument’s fair value in offsetting the exposure to changes in the hedged item’s
cash flows attributable to the hedged risk. Such hedges are expected to be highly effective
in achieving offsetting changes in cash flows and are assessed on an on-going basis to
determine that they actually have been highly effective throughout the financial reporting
periods for which they were designated.

During the year, hedges that meet the criteria for hedge accounting and qualify as cash flow
hedges are accounted as follows:

Cash flow hedge

A cash flow hedge is a hedge of the exposure to variability in cash flows that is attributable
to a particular risk associated with a recognised asset or liability and could affect profit or
loss. For designated and qualifying cash flow hedges, the effective portion of the cumulative
gain or loss on the hedging instrument is initially recognised directly in OCI within equity
(cash flow hedge reserve). The ineffective portion of the gain or loss on the hedging
instrument is recognised immediately as finance cost in the Statement of Profit and Loss.
When the hedged cash flow affects the Statement of Profit and Loss, the effective portion
of the gain or loss on the hedging instrument is recorded in the corresponding income or
expense line of the Statement of Profit and Loss.

When a hedging instrument expires, is sold, terminated, exercised, or when a hedge no
longer meets the criteria for hedge accounting, any cumulative gain or loss that has been
recognised in OCI at that time remains in OC! and is recognised when the hedged forecast
transaction is ultimately recognised in the statement of profit and loss.

When a forecast transaction is no longer expected to occur, the cumulative gain or loss that
was reported in OCl is immediately transferred to the Statement of Profit and Loss.
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8. Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and
short-term deposits with an original maturity of three months or less, which are subject to
an insignificant risk of changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash
and short-term deposits, as defined above, net of outstanding bank overdrafts as they are
considered an integral part of the Group’s cash management.

9. Share-based payment arrangements

a. The cost of equity-settled transactions is determined by the fair value at the date when the
grant is made using an appropriate valuation model.

b. That cost is recognised, together with a corresponding increase in share-based payment
reserves in equity, over the period in which the performance and/or service conditions are
fulfilled. The cumulative expense recognised for equity-settled transactions at each
reporting date until the vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of equity instruments that will
ultimately vest.

c. When the terms of an equity-settled award are modified, the minimum expense
recognised is the expense had the terms not been modified, if the original terms of the
award are met. An additional expense is recognised for any modification that increases the
total fair value of the share-based payment transaction, or is otherwise beneficial to the
employee as measured at the date of modification. Where an award is cancelled by the
entity or by the counterparty, any remaining element of the fair value of the award is
expensed immediately through the Consolidated Consolidated Statement of Profit and
Loss.

d. The dilutive effect of outstanding options is reflected as additional share dilution in the
computation of diluted earnings per share.

10. Lease Accounting

The Group evaluates if an arrangement qualifies to be a lease as per the requirements of
Ind AS 116. The Group uses significant judgement in assessing the lease term (including
anticipated renewals) and the applicable discount rate.

The Group determines the lease term as the non-cancellable period of a lease, together
with both periods covered by an option to extend the lease if the Group is reasonably
certain to exercise that option; and periods covered by an option to terminate the lease if
the Group is reasonably certain not to exercise that option. The Group revises the lease
term if there is a change in the non-cancellable period of a lease

At the date of commencement of the lease, the Group recognizes right — of — use (“ROU")
asset and a corresponding lease liability for all lease arrangements in which it is a lessee,
except for leases with a term of twelve months or less (short-term leases) and low value
leases. For these short-term and low value leases, the Group recognizes the lease
payments as an operating expense on a straight-line basis over the term of the lease.
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The right-of-use assets are initially recognized at cost, which comprises the initial amount
of the lease liability adjusted for any lease payments made at or prior to the
commencement date of the lease plus any initial direct costs less any lease incentives, They
are subsequently measured at cost less accumulated depreciation and impairment losses.

The lease liability is initially measured at amortised cost at the present value of the future
lease payments. The lease payments are discounted using the incremental borrowing
rates.

11. Income Tax

Income tax expense comprises current and deferred tax. It is recognised in Statement of
Profit and Loss except to the extent that it relates to a business combination or to an item
recognised directly in equity or in other comprehensive income (‘'ocr).

Current tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss
for the year and any adjustment to the tax payable or receivable in respect of previous
years. The amount of current tax reflects the best estimate of the tax amount expected to
be paid or received after considering the uncertainty, if any, related to income taxes. It is
measured using tax rates enacted or substantively enacted at the reporting date.

Current tax assets and liabilities are offset only if, the Group:

a) has a legally enforceable right to set off the recognised amounts; and
b) intends to realise the asset or settle the liability on a net basis or simultaneously.

Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes.

Deferred tax is not recognised for:

i temporary differences on the initial recognition of assets or liabilities in a transaction
that is not a business combination and that affects neither accounting nor taxable
profit and loss; and

i Temporary differences related to investments in subsidiaries and associates to the
extent that the Group is able to control the timing of the reversal of the temporary
differences and it is probable that they will not reverse in the foreseea ble future.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will be
available against which they can be used. Deferred tax assets are reviewed at each reporting
date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realised. Such reductions are reversed when the probability of future taxable profits
improves. Unrecognised deferred tax assets are reassessed at each reporting date and
recognised to the extent that it has become probable that future taxable-profits will be
available against which they can be used. LA
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Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
in the year when the asset is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted as on the reporting date. Taxes
relating to items recognised directly in equity or OCl is recognised in equity or OCI.

The measurement of deferred tax reflects the tax consequences that would follow from the
manner in which the Group expects, at the reporting date, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset only if:

a) the Group has a legally enforceable right to set off current tax assets against current tax
liabilities; and

b) the deferred tax assets and the deferred tax liabilities relate to income taxes levied by
the same taxation authority on the same taxable entity.

12. Property, plant and equipment

"
L.

iii,

Recognition and measurement
Items of property, plant and equipment are measured at cost less accumulated depreciation

and any accumulated impairment losses.

The cost of an item of property, plant and equipment comprises:

(i) its purchase price, including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates,

(ii) any directly attributable costs of bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management.

Income and expenses related to the incidental operations, not necessary to bring the item
to the location and condition necessary for it to be capable of operating in the manner
intended by management, are recognised in Consolidated Statement of Profit and Loss.

Any gain or loss on disposal of an item of property, plant and equipment is recognised in
Consolidated Statement of Profit and Loss.

Subsequent expenditure
Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

Depreciation

Depreciation is provided on straight line basis as per the useful life given under Schedule II
of the Companies Act, 2013, and is generally recognised in the Consolidated Statement of
Profit and Loss.

Depreciation on additions / (disposals) is provided on a pro-rata basis i.e., from / (upto)
the date which the asset is ready for use / (disposed of).
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The useful life as per Schedule I are as follows:

Asset Useful life as per Schedule Il
Buildings 30 years

Furniture & fixtures 10 years

Office equipment 5 years

Computers and printers 3 years

Vehicles 8 years

Depreciation methods, useful lives and residual values are reviewed at each reporting
date and adjusted if appropriate. Based on technical evaluation and consequent advice,
the management believes that its estimated useful life as given above best represent
the period over which management expects to use these assets.

13. Intangible assets

Recognition and measurement

Intangible assets (computer software) are stated at cost of acquisition less accumulated
amortisation and impairment losses, if any. The cost of an intangible asset comprises its
purchase price including any import duties and other taxes (other than those subsequently
recoverable from the taxing authorities), and any directly attributable expenditure on
making the asset ready for its intended use and net of any trade discounts and rebates.

Subsequent expenditure

Subsequent expenditure on an intangible asset is capitalised only when it increases the
future economic benefits embodied in the specific asset to which it relates. All other
expenditures are recognised in the Statement Profit and Loss as incurred.

Amortisation

Amortisation is calculated to write off the cost of intangible assets less their estimated
residual values over their estimated useful life using the straight-line method, and is included
in depreciation, amortisation and impairment in the Consolidated Statement of Profit and
Loss.

The intangible assets are amortised over the estimated useful life of 3 years.

Amortisation methods, useful life and residual values are reviewed at each reporting date
and adjusted if appropriate.

Goodwill
Goodwill on acquisition of subsidiaries is included in intangible assets. Goodwill is not
amortised but it is tested for impairment annually, or more frequently if events or
changes in circumstances indicate that it might be impaired, an is carried at cost less
accumulated impairment losses. Gains and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity sold.
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Goodwill is allocated to cash-generating units for the purpose of impairment testing. The
allocation is made to those cash-generating units or Groups of cash-generating units that
are expected to benefit from the business combination in which the goodwill arose. The
units or Groups of units are identified at the lowest level at which goodwill is monitored
for internal management purposes, which in our case are the operating segments.

14. Impairment of non-financial assets

15.

Goodwill and intangible assets that have an indefinite useful life are not subject to
amortization and are tested annually for impairment, or more frequently if events or
changes in circumstances indicate that they might be impaired.

The carrying values of assets at each balance sheet date are reviewed to determine
whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated.

The recoverable amount of the asset is the higher of its value in use and its fair value less
costs to sell. Value in use is based on the estimated future cash flows, discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.

If the carrying amount of the assets exceed the estimated recoverable amount, an
impairment loss is recognised in the Consolidated Statement of Profit and Loss for such
excess amount.

In respect of assets (except goodwill) for which impairment loss has been recognised in prior
periods, the Group reviews at each reporting date whether there is any indication that the
loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. Such reversal of
impairment loss is recognised in the Consolidated Statement of Profit and Loss, to the
extent that the asset’s carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised.

Revenue from operations

Recognition of interest and fee income or expense

Dividend income is recognised on the date on which the Group's right to receive the
payment is established.

Interest income or expense is recognised using the effective interest method.
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The ‘effective interest rate’ is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument to:

- the gross carrying amount of the financial asset; or
- the amortised cost of the financial liability.

In calculating interest income and expense, the effective interest rate is applied to the gross
carrying amount of the asset (when the asset is not credit-impaired) or to the amortised
cost of the liability. However, for financial assets that have become credit-impaired
subsequent to initial recognition, interest income is calculated by applying the effective
interest rate to the amortised cost of the financial asset. If the asset is no longer credit-
impaired, then the calculation of interest income reverts to the gross basis.

Fee and commission income:

The Group recognises revenue from contracts with customers (other than financial assets
to which Ind AS 109 ‘Financial instruments’ is applicable) based on a comprehensive
assessment model as set out in Ind AS 115 ‘Revenue from contracts with customers’. The
Group identifies contract(s) with a customer and its performance obligations under the
contract, determines the transaction price and its allocation to the performance obligations
in the contract and recognises revenue only on satisfactory completion of performance
obligations.

Loan related charges such as cheque bounce charges, foreclosure charges, etc. are
recognised only on receipt basis.

Finance Cost

Finance costs include interest expense computed by applying the effective interest rate on
respective financial instruments measured at amortised cost.

Employee benefits

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is
recognised for the amount expected to be paid if the Group has a present legal or
constructive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.

Contribution to provident fund and ESIC

Group's contribution paid/payable during the year to provident fund and ESIC is recognised
in the Statement of profit and loss.
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Gratuity

The Group’s liability towards gratuity scheme is determined by independent actuaries, using
the projected unit credit method. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflows by reference to market
yields at the end of the reporting period on government bonds that have terms
approximating to the terms of the related obligation.

The net interest cost is calculated by applying the discount rate to the net balance of the
defined benefit obligation. This cost is included in employee benefit expense in the
Statement of profit and loss.

Remeasurement of defined benefit plans, comprising of actuarial gains / losses, return on
plan assets excluding interest income are recognised immediately in the balance sheet with
corresponding debit or credit to Other Comprehensive Income (OCl). Remeasurements are
not reclassified to Statement of profit and loss in the subsequent period.

Compensated absence

The Group does not have a policy of encashment of unavailed leaves for its employees and
are not permitted to carry forward the leaves. Hence there is no liability towards
compensated absence.

Foreign currency

Transaction and balances

Transactions in foreign currencies are translated into the functional currency of the Group
at the exchange rates at the dates of the transactions or an average rate if the average rate
approximates the actual rate at the date of the transaction.

Foreign currency transactions are recorded on initial recognition in the functional currency,
using the exchange rate at the date of the transaction. At each closing date, foreign currency
monetary items are reported using the closing exchange rate.

Exchange differences that arise on settlement of monetary items or on reporting at each
balance sheet date of the Group’s monetary items at the closing rate are recognized as
income and expenses in the period in which they arise.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of transactions. Non-monetary items that
are measured at fair value in a foreign currency shall be translated using the exchange rates
at the date when the fair value was determined. Exchange differences are recognised in
the Consolidated Statement of Profit and Loss.

Earnings per share
The basic earnings per share (‘EPS’) is computed by dividing the net profit / (loss) after tax

for the year attributable to the equity shareholders by the weighted average number of
equity shares outstanding during the year.
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For the purpose of calculating diluted earnings per share, net profit / (loss) after tax for the
year attributable to the equity shareholders and the weighted average number of equity
shares outstanding during the year are adjusted for the effects of all dilutive potential equity
shares.

Statement of Cash flows

Cash flows are reported using the indirect method, whereby profit for the period is adjusted
for the effects of transactions of a non-cash nature, any deferrals or accruals of past or
future operating cash receipts or payments and items of income or expenses associated
with investing or financing cash flows. The cash flows from operating, investing and
financing activities of the Group are segregated.

Segment Reporting

The Group operates in a single reportable segment i.e., financing, since the nature of the
loans are exposed to similar risk and return profiles hence they are collectively operating
under a single segment. The Group operates in a single geographical segment i.e. domestic.

Provisions, contingent liabilities and contingent assets

Provisions

Provisions are recognized when there is a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation.,

The expenses relating to a provision is presented in the Consolidated Statement of Profit
and Loss.

If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows specific to the liability. The unwinding of the
discount is recognised as finance cost.

Onerous contracts

Provisions for onerous contracts are recognized when the expected benefits to be derived
from a contract are lower than the unavoidable costs of meeting the future obligations
under the contract. The provision is measured at the present value of the lower of the
expected cost of terminating the contract and the expected net cost of continuing with the
contract. Before a provision is established, the Group recognises any impairment loss on
the assets associated with that contract.

Contingent liabilities

A disclosure for a contingent liability is made when there is a possible obligation ora present
obligation that may, but will probably not, require an outflow of resources. When there is a
possible obligation of a present obligation in respect of which the likelihood of ou’cﬂnw of
resources is remote, no disclosure is made.
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Notes to the Consolidated Financial Statements

d.

23,

24,

Contingent assets

Contingent assets are not recognised in the financial statements. However, contingent
assets are assessed continually and if it is virtually certain that an economic benefit will
arise, the asset and related income are recognised in the period in which the cha nge occurs.

Provisions, contingent assets, contingent liabilities and commitments are reviewed at each
reporting date.

Exceptional items

When items of income and expense within profit or loss from ordinary activities are of such
size, nature or incidence that their disclosure is relevant to explain the performance of the
enterprise for the period, the nature and amount of such items is disclosed separately as
exceptional items.

Standards issued but not yet effective upto the date of issuance of the financial
statements

Ministry of Corporate affairs have made changes on March 23, 2022, in the following Indian

Accounting Standards (Ind AS) namely Ind AS 101, Ind AS 103, Ind AS 109, Ind AS 16, Ind AS
37 and Ind AS 41. The same are effective from April 01, 2022.
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2. Cash and cash equivalents

(Rs. in lakhs)
As at As at
|Particulars
s March31,2022 | March 31, 2021
Cash on hand - 2.84
Balances with banks 5,255,958 1,455.08
Fixed Deposit with banks with original maturity of less than 3
250,00 %
manths
Total 5,505.98 1,457.92
3. Bank balance other than cash and cash equivalents
(Rs. in lakhs)
As at As at
| Particul
s March 31,2022 | march 31, 2021
Earmarked Fixed deposit with bank* 2,991 36 5BE.46
Total 2,991.36 588.46
. for b g8, bonk
4. Derlvative financlal Instruments at Fair Value
{Rs, In lakhs)
Asat As at
Pa lars
LS March 31,2022 |  March 31, 2021
(A) Derivative financial assets
(i} Cross Currency Interest Rate Swaps
Cash flow hedge {Notional amount : 5,110.00, PY : Nil i 295,22 -
(i) Equity Linked Derlvatives
Options and futures (Notlonal amount : 5,443.98, PY : Nil )
{Refer note 15) E81.83 -
Total 1,181.05 a
(8} Derivative financial liabilities
Embedded Derjvative on Market Linked Debentures
[Mational amount : 4,620,00, PY : Nil) {Refer Note 15) 186.87 -
Total 186.87 -

"Derivative transactions comprise of currency and interest rate swaps, The Company undertakes such transactions for

hedging borrowings in foreign currency.

5. Trade Recelvables

(Rs. in lakhs)
As at As at
|Particulars March 31, 2022 March 31, 2021
Amortised cost Amortised cost
Unsecured, considered good wera| - |
Unsecured, considered doubtful - 8.87
Allowance for impairment loss (0.40) (5.11}
Total 108.34 3.76
Refer Note 50 for ageing of the outstanding balance
6. Loans
(Rs. in lakhs)
As at Asat
Particulars March 31, 2022 March 31, 2021
Amortised cost Amortised cost
(&) (1} Term loans 3,82,323.85 2,64,464.73
Total - Gross 3,82,323.85 2,64,464.73

Less: Impairment loss allowance {9,007.43) {9,104.89)

Total - Net of impairment loss allowance [A) 3,73,226.42 2,55,359.84
(B) (i) Secured by tangible assets - 1,54,384.85 1,30,978.67

[ii) Covered by Bank and Government guarantees 4,778.52 5,786,74
{iii} Unsecured 2,23,160.48 1,27,699.32
Total - Gross 3,82,323.85 2,64,464.73
Less: Impairment loss allowance (9,087.43) {9,104.89)
Total - Net of impairment loss allowance (B) 3,73,226.42 2,55,359,84

[C) Loans in India
{i} Public sectors - -

ii) Others 3,82,323.85 2,64,464.73
Total - Gross 3,82,323.85 2,64,464.73
Less: Impairment loss allowance {9,097.43) (2,104.89)
Taotal - Net of impairment loss all ce (C) 3,73,226.42 2,55,359.84
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InCred Financial Services Limited

Notes to the Consolidated Financial Statements

9. Deferred tax

The major components of Deferred Tax Assets ('DTA') / Deferred Tax Liabilities ('DTL") arising on account of timing differences

for the year ended March 31, 2022:

{Rs. in lakhs)

Particulars As at Recognised in Recognised As at

April 1, 2021 | profit and loss in OCI March 31, 2022
Deferred tax assets
Provision for impairment loss on financial instruments 2,107.36 175.45 - 2,282.81
Provision for retirement benefit plans 39.89 15.23 23.87 78.99
Disallowance of merger expenses 119.56 29.13 - 148.69
Lease liability 54.18 13.09 - 67.27
Fair value change on financial instruments - 53.75 4,17 57.92
Difference between written down value of property plant
and equipment and Intangible assets as per the books of,
accounts and income tax 71.45 27.06 - 98.51
Total (A) 2,392.44 313.71 28.04 2,734.19
Deferred tax liabilities
Revaluation of investment valued at Fair value through
ocl {29.96) 26.99 - (2.97)
EIR impact on financial instruments (504.81) (187.74) - (692.55)
Fair valuation of investments in associate (832.26) 103.37 - (728.89)
Others {0.28) 0.28 - -
Total (B) (1,367.31) {57.10) - (1,424.41)
Deferred tax assets (net) (A+B) * 1,025.13 256.61 28.04 1,309.78

* Movement in deferred tax has been disclosed on a net basis (DTA - DTL) i.e. (Rs 2,038.67 lakhs - R5.728.89 lakhs)

The major components of Deferred Tax Assets ('DTA') / Deferred Tax Liabilities {'DTL') arising on account of timing differences

for the year ended March 31, 2021:

(Rs. in lakhs)

particulars As at Recognised in Recognised As at

April 1, 2020 | profit and loss in OCI March 31, 2021
Deferred tax assets
Impairment on financial instruments 1,219.08 888.28 - 2,107.36
Retirement benefit plans 37.68 (4.41) 6.62 39.89
Lease expense 29.82 24.36 = 54.18
Disallowance of expenses - 119.56 - 119.56
Difference between written down value of property plant
and equipment and Intangible assets as per the books of
accounts and income tax 30.49 40.96 - 71.45
Total (A) 1,317.07 1,068.75 6.62 2,392.44
Deferred tax liabilities
Net fair value gain on investment designated through
FVOCI - - (29.96) {29.96)
EIR impact on financial instruments (352.63) (152.18) - (504.81)
Fair value of investments in associate (920.25) 87.99 - (832.26)
Others 4.56 (4.84) - {0.28)
Total (B} (1,268.32) (69.03) (29.96) (1,367.31)
Deferred tax assets (net) (A+B) * 48.75 999.72 (23.34) 1,025.12

" Movement in deferred tax has been disclosed on @ net basis (DTA - DTL)i.e, (Rs 1,857.39 lakhs - Rs.860.21 lakhs)
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InCred Financial Services Limited

Notes to the Consolidated Financial Statements

12, Other intangible assets

(Rs. in lakhs)
Computer
Particulars
e software
Year ended March 31, 2021
At cost at the beginning of the year 688.11
Additions during the year 590.92
Gross carrying value as March 31, 2021 (A) 1,279.03
Accumulated amortisation:
Accumulated amartisation at the beginning of the year 380.11
Amortisation for the year 351,49
Accumulated amortisation as at March 31, 2021 (B) 731.60
Net carrying value as at March 31, 2021 (A-B) 547.43
Year ended March 31, 2022
At cost at the beginning of the year 1,279.03
Additions during the year 107.08
Gross carrying value as March 31, 2022 (A) 1,386.11
Accumulated amortisation:
Accumulated amortisation at the beginning of the year 731.60
Amortisation for the year 221.24
Accumulated amortisation as at March 31, 2022 (B) 952.84
Net carrying value as at March 31, 2022 (A-B) 433.27
13. Other non-financial assets
(Rs. in lakhs)
Particulars kA L
March 31, 2022 March 31, 2021

Prepaid expenses 258.63 366.01
Advances recoverable in kind (Unsecured, considerd good) 94.73 201.49
Advance to employee - 0.10
Goods and Service Tax ('GST') receivable 1,075.40 915.1£_
Total 1,468.76 1,482.78
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15. Debt Securities
{Rs. In lakhs)
As at Az at
Partleulars March 31, 2022 | March 31,2021
Amortised cost | Amortised cost
Debenturas 95,683.00 73,827.02
Commercial Paper 10,840.77 1,950.73
Tatal 1.06,523.77 75,786.75
Detbits securities In india 1,06,523.77 75,786.75
Debt securities outside India = 5
Total 1,06,523.77 75,766.75
_____ Terms and conditions [Rs. in Fakhs)
. As st As at
Sr Mo | Particulars Nature of security Terms of repayment Maturity date Murch 34,2622 | March 31, 2021
1(750, 10.25% Secured Rated Listed 1. Non- C b at par at the end of 1046 days from the date of allotment. 20-5ep-19 - B,213.51
Non-C Det of Rs 10,00, i Ery the company are secured |Coupon to be paid annuaily.
each by way of & first park passu chorge
2[1000, 3.50% Secured Rated Listed Redeemable|over the receivables of the Redeemable at par at the end of 545 days fram the date of allotment, 26-Apr-21 - 10,687.30
Won-Convertible Debentures of INR 10,00,000/ Company to the extent they mest Coupon to be paid annually and on maturity.
each the | security cover
E 500, 9,75% Secured Rated Listed R Nen{{"Hyp d Receivables”) B at par at the end of 1095 days from the date of allatment. 22-Jun-20 531388 5.265.56
Conventible Debentures of INR 10,00,000 each created pursuant to the deed of Coupon to be paid annually,
i i executed by the
411,000, 9.75% Secured Rated Listed Redeemable) Company In favour of the Redeemable at par at the end of 1095 days fram the date of allotment. 22-lun-23 10,689.83 10,649.39
Non-Convertlble Debentures of INR 10,00,000| Debenture Trustee, Coupon to be paid annually,
|each 2. setured by way of &
5(500, 9.50% Secured Rated Listed Redeemable tlan Redeemable at par at the end of 546 days from the date of allotment, 20-Dac-21, 505083
Convertible Debentures of INR 10,00,000 each Coupeon te be paid semi-annually,
Non- C: bl
61500, 9.40% Secured Rated Listed Redeermable Nonjlssued by the company are sectired [Redeemable at par at the end of 549 days fram the date of allotment, 26-Jun-23 5277.22
Convertible Debentures of INR 10,00,000 sach by way of a first pari- passu charge | Coupon to be pald annually and on maturity,
aver the recetvables of the
7| 750, 9.40% Secured Rated Listed Redeemable Non|Compeny to the extent they meet | Aedesmable a1 par at the end of 549 days from the date of allotment. 28-Jan-22 - 749167
Convertible Debentures of INR 10,00,000 sach the stipulated security cover Coupon to be pald semb-annually,
{"Hypath I
BI250, 9.10% Secured Rated Listed Redeemable Non|created pursuant to the deed of FRedeemable at par at the end of 547 days from the date of allotment, 10-Feb-22 628.49 2,502.24
Convertible Debentures of INR 10,00,000 sach hypothecation executed by the Coupoen to be paid quarterly,
Company In favour of the
91150, 10.95% Secured o [ 8] Trustee, Redeemable with agreed coupon at the end of 2191 days from the date| 27-Jul-24 12,128,660 =
Conventible Debentures of INR 10,00,000 each of allotment, subject to a Put Option or Call Option at the end of 1095|
days.,
10(5,23,273, 0% Secured Rated Listed Redeematio Nan- Redeemable with agreed coupeon at the end of 366 days from the date o 17-Febn23 5,203,548
Corvenible Dabentures of INR 1,000 aach Non- Convertible Debentures issuad | allatment,
by the company are secured by way
of a fiest ranking exclusive and
1114,15,484, 9.25% Secured Hated Listed Redeemable Non-| cantinuing Redeemable with sgreed coupon at the end of 730 days from the date of) 17-Feb-24 4,146.15
Canvertible Dobentures af INR 2,000 vach charge created over identifled book |allotment.
debtsfioan recelvables [the
"Hypothecated Assets”) pursuant to
1253.836, 9.13% Secured Ratec Listad Redeernable on- | the deed of hypothecation 50% will be redeemed on the date at the end of 365 days and remalning 17-Feb-24 1,074.31 ]
Convertible Debantures of INK 1,000 each executed by the Company in favour |50 at the and of 730 days fram the date of allotment,
of the Debenture Trustes.
13158, Secured Hedwemable Princlpal Protected - Red with agreed coupon at the end of 730 days frem the date of 14-Mar-22 - 1.349.04
Market Linked Non-Convertible Debenture of INR allatment.
| __[10,00,000
14(348, Secured Redeemable Principal Protected - Redeemable with agreed coupon at the end of 732 days from the date of] 18-Jan-21 3,977.66
Parket Linked Non-Canvertible Debenture of INR allotment,
| l10.00,000
15502, Secured Redeemable Principal Protected - Redeemable with agreed coupon &t the end of 729 days from the date of 03-Feb-21 5,630,14
Market Linked Non-Convertible Debenture of INR allatment.
| 1000000
16550, Secured Redeemable Principal Protected - Redeemable with agreed coupon at the end of 911 days from the date of 14-Dec-21 6,406,858 5,744,549
Market Linked Non-Convertible Debenture of INR allotment.
| |10.00.000
17150, Secured Redeemable Principal Protected - Redeemabie with agreed coupon at the end of 910 days from the date o] 18-Feb-22 1,657.03 1,487.92
Market Linked Non-Convertible Debenture of INA aliotment.
| |10.00,000
18272, % Secured Redeomable Principal Pratected - Redeemable with agreed coupon at the end of 545 days from the date of 03-Mar-23 4,055.95 -
Market Linked Mon-Corvertible Debenture of INR allotmeant if NIFTY final flxng level is greater than ar equal to 25% of the)
10,00,000 Noi- G ible Market- Linked  bloktlal fixica lowal ar alca 32 ae
18[154, 0% Securad Redeemable Principsl Protected - Debentures lssued by the company Redeemable with agreed coupan at the end of 722 days fram the date of 20-0ct-22 1,658.75%
Markat Linked Nen-Canuertitia Debenture af INR allatment if NIFTY final fixing level s greater than or equal to 25% of the
| loogoon are secured by way of a first pari R e e g
20125, 0% Sacured edeernabla Princlpal Pratectad - |Passu charge over the recelvables [paeomabie with agreed coupon af the end of 1221 days Trom e ool 04-Jan-23 1,400.28
Markat Linked Non-Convertible Desenture of ING of the Company to the extent they of allotment if NIFTY final fixing fevel is greater than or equal to 25% of|
10,060,000 meet th | securily cover |up o ipiog ol fanal Jea ot nae
21)150, 0% Secured Redeomable Principal Protected - { i . il Red: ble with agreed coupon at the end of 1011 days from the date 04-0t-24 1,527,53 -
Market Linked NomConvertible Debenture of INA created pursuant to the deed of | of allotment If NIFTY final fixing level is greater than or equal to 25% of
| lwcacca hypoth executed by the shainitisl fiving Ll ar ala at
27| 200, 0% Secwred pal Protected - CompanyIn Favoutof the Redeemabla with agreed coupon at the end of 515 days from the date of] 03-Apr-23 2,132.32 -
Parkat Linked Non-Convartible Debenture of INR Deb. aliorment if NIFTY final fixing level Is greater than or equal to 25% of the
10,00.000 ehture Trustee,
initial fixing bevel or else at par
23| 200, 0% Sncured Redeemable Principal Protected - fedeemable with agreed coupon at the end of 761 days from the date of 26-Apr-24 2,139.44 -
Markat Uinked Non-Cenvertible Cebenture of INA allotment If NIFTY final fixing level is greater than or equal to 25% of the
10,060,000 Initizl fixing level or else at par
24320, 0% Secured Redeemable Principal Protected - Fedeemable with agreed coupon at the end of 942 days from the date o 29-Dec-22 3,309.36
Market Linked Non-Canvertible Debenture of IN8 allstmant if NIFTY final fixing level Is greater than or equal to 25% of the)
10,00,000 initial fixing level or else at par
25| 750, 0% Secured Redesmable Principal Protected - Redeemable with agreed coupan at the end of 912 days from the date o 28-Aug-23 170702 -
Market Linked Non-Convertible Debenture of INR allotment if NIETY final fixing fevel is greater than or equal to 25% of the
0000 Initial flxing level or else at par
261400, 0% Secired Redesmatie Principal Protected - Redeemable with agresd coupon at the end of 547 days fram the date of] 22-Apr-24 4,062.03 -
Market Linked Non-Canvertible Debonture of INR allotment if NIFTY final fixing level Is greater than or equal to 255% of th
10.00,000 initial fixing level 6r else at par




27173, 0% Secured Redeomable Principal Protected - Redeemable with agreed coupon at the end of 1205 days from the date| 29-Mar-24 1,705.86 -
Market Linked Nan-Convertisle Debenture of INR of allotment If NIFTY final fixing level Is greater than or equal to 25% of
10,00,000 the initial fixing level or else at par
281,000, 0% Secured Andesmatle Principal Protected - (1. First ranking and exchisive charge| Aedeemable with agreed coupon at the end of 609 days from the date of 28-Jul-23 10, 780,60
Market Linked Non-Corvertible Deborture of INR over the Identified Receivables|allatmant if NIETY finnal fining Jevel is greater than or equal to 25% of the|
10,00,000 together with all right, ttle andinitial fixing level or else at par
287,500, 0% Secured Aedeemable Frincinal Frotected - |Interest  In relation  therets Redeemable with agreed coupan at the end of 640 days from the date of 6-May-23 7.953.55 ¥
Market Linked Non-C: it INR luding the rights In relation tolallotment If NIFTY final fixing leve! Is greater than or equal to 25% of the
20,00,000: the security interests created in inltial fixlng level or else at par
28| Commercial Baper Issued ot o discount end redeemabie st par, The tenure (s 32 days te 364 [EY 10,840.77 1,959.73
Unirenned days with an average disceunt rate of 8.13% p.o, to 5% p.2,
Total 1.0_5._533.?? 75,786.75
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InCred Financial Services Limited

Notes to the C: lidated Financlal 5

16. Borrowings (other than debt securities)

{Rs. in lakhs}

Asat Asat
Particulars March 31, 2022 March 31, 2021
Amortised cost Amortlsed cost
|a) Term loans
{i} from banks 1,42,452.01 62,464,65
(i) from other parties . 15,839.77 15,338.37
[b} Inter corporate borrowings from related parthes - 5,801.94
{ch Inter corporate borrowings from other parties 4,550.00 1,000.25
{d} Loans repayabie on demand ] .
(1} from banks 822371 545692
(i) from other parties - -
Total 1,75,065.45 91,062.13
Borrowings in India 1.69,735.67 91,062.13
Borrowings outside India 5,329.82 -
Tatal 1,75,065.4% 91,082.13
Terms and conditions {Rs. in lakhs}
Asat As at
Particulars Nature of security Terms of repayment Niab 55,2007 Nerdl o3 may
B Ings.
a) Banks Term Loan from Banks are secured by way of a|Loans are repayable in monthly er guarterly instaliments| 1,42,452.01 62,464.65
first pari passu charge over all the receivables; with original tenure ranging from 11 to 60 menths at an
both present and future of the Company; to average rate of interest (RO} of 9.00% p.a,
the extent they meet the requirement of each)
lender’s asset cover stipulated in respect of the
outstanding facifities,
b} Others Term Loan from Others are secured by way of|Loans are repayable in maonthly or quarterly installments 14,509.95 16,338,327
a first pari passu charge over all the|with ariginal tenure ranging from 24 to 39 months at an|
receivables; both present and future of the|average RO of 10.94% pa.
Company; to the extent they meet the|
requirement of each lender's asset cover|
stipulsted In respect of the outstanding
<) Others- External commercial borrowings Term Loan from Others are secured by way of|Loan is repayable an maturity at the end of 60 months. 5,328.82 -
a first pari passu  charge over all the|lnterest finked to LIBOR and payable half yearly,
receivables; both present and future of the
Company; to the extent they mest the
requirement of each lender's asser cover
stipulated in respect of the outstanding]
facilities. .
Loans repayable on demand Working Capital Demand Loans ("WCDL") and|CC / WCDL facilities are repayable on demand with| 822371 5,456.92
(WCDL and €£) Cash Credit ("CC") from Bahks are secured by|renewal at the end of 1 year. Interest is payable on a
way of a first pari passu charge over all the manthiy basis at an average ROl of 8.44% pa,
receivables; both present and future of the
Company; to the extent they meet the
requirement of each lender's asset cower
stipulated in respect of the outstanding
Inter corporate borrowings from related parties Unsecured The tenure is & months. Interest is payable on a manthly ” 580194
{Refer Note 34} basis at an average ROI of 9.90% p.a.
Inter corporate borrowings from other parties Unsecured The tenure Is 1 month to 3 months. Interest is payable on 4,550,00 1,000.25
a monthly basis at an average ROl of 9.14% p.a.
Total 1,75,065 .49 91,062.13




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

17. Other financial liabilities

(Rs. in lakhs)

Particulars i o
March 31, 2022 March 31, 2021

Lease liability (Refer Note 37) 2,141.57 1,957.64
Collaterals from customers 3,098.48 2,273.22
Payable on servicing portfolio 106.13 -
Provision for expenses 2,769.74 2,412.51
Security deposits 55.35 10.57
Employee expenses payable 5.36 5.74
Others 21.68 24.80
Total 8,198.31 6,684.48
18. Provisions

(Rs. in lakhs)
Particulars e iy

: March 31, 2022 March 31, 2021

Provision for employee benefits (Refer Note 35) 315.04 158.90
Expected credit loss provision on undrawn commitments 9.42 11.00
Total 324.46 169.90
19. Other non-financial liabilities

(Rs. in lakhs)

i As at As at

el March 31,2022 | March 31, 2021
Statutory dues payable 918.06 516.58
Total 918.06 516.58

JK
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Notes to the Cc 1 Finandal Sta

18 (A). Equity share capital {Rs. in lakhs)
As at March 31, 2022 As at March 31, 2021

Particulars Number Amount Number A

Authorlsed Capital

Equity shares of Rs. 10/- each 2,01,10,00,000 2,01,100.00 2,00,00,00,000 2,00,000,00

Total 2,01,10,00,000 2,01,100,00 2,00,00,00,000 2,00,000.00

Issued, subscribed and pald up capital

Equity Shares of Rs. 10/- each fully paid up 35,45,02,651 35,450.27 30,77,27,936 30,772.79

Total 35,45,02,651 35,450.27 30,77,27,936 30,772.79

increase in outhorised copital is on account of merger of InCred Hewsing Finance Private Limited with the Company

Terms/rights attached to equity shares

The Group has only one class of equity shares having par value of Rs. 10 per share fully paid up. Each holder of equity shares is entitled to one vote per share, The
Group declares and pays dividend in Indian Rupees. The dividend If and when proposed by the Board of Directors will be subject to the approval of shareholders in
the ensuing Annual General Meeting, except in case of interim dividend.

In the event of liquidation of the Group, the holders of the equity shares will be entitled to receive remaining assets of the Group,

amounts. The distribution will be in proportion to the number of equity shares held by the shareholders,

Equity shares held by holding company

Qut of the equity shares issued by the group, shares held by its helding company :

after distribution of all preferential

{Rs. in lakhs}
As at March 31, 2022 As at March 31, 2021
N harehol ) +
B o tharehokiet No. of shares held Amount No. of shares held A t
Bee Finance Limited (Mauritius) 23,03,73,125 23,037.31 23,03,73,125 23,037.31
|lota| 23,03,73,125 23,037.31 23,03,73,125 23,037.31
Equity shares held by promoters of the group
Out of the equity shares issued by the group, shares held by its promoters:
{Rs. in lakhs)
As at March 31, 2022 As at March 31, 2021
Name of shareholder - 4
< Ty No. of shares held % of shares held No. of shares held % of shares held
Bee Finance Limited (Mauritius) 23,03,73,125 59.38% 23,03,73,125 59.64%
Bhupinder Singh 25,19,554 0.65% 25,19,554 0.65%
Total 23,28,92,679 60.03% 23,28,92,679 60.25%
Details of shareholder(s) holding more than 5% of the total equity shares in the Group :
As at March 31, 2022 As at March 31, 2021
Name of shareholder =
$ 8 No. of shares held % Holding No. of shares held % Holding
Bee finance Limited (Mauritius) 23,03,73,125 £4.98% 23,03,73,125 74.86%
Mederlandse Financierings-Maatschappij voor
Ontwikkelingslanden M.V, 2 0.00% 100 0.00%
Oaks Asset Management Private Limited (formerly known
as "Alpha Capital Advisors Private Limited A/C PMS") 1,86,43,793 5.26% 1,88,93,793 6.14%
Total 24,90,16,918 70.24% 24,92,67,018 81,00%
Aggregate number of shares issued for consideration other than cash during the period for a period of five years immediately preceding
During the current financial year the Group has issued Nil equity shares for consideration other than cash (Previous year: Nil).
Equity shares reconcillation
(Rs. in lakhs)
Particulars As at March 31, 2022 As at March 31, 2021
Number Amount Number Amount
At the beginning of the year 30,77,27,936 30,772.79 30,76,36,727 30,763.67
Add: lssued during the year
Shares issued during the year - ] =
Stock options exercised during the year 17,38,050 173.81 91,208 9.12
Preference shares converted into equity shares 4,50,36,665 4,503.67 - -
At the end of the year 35,45,02,651 35,450,27 30,77,27,936 30,772.79

For shares reserved for issue under Employee Stock option plan - Refer Note No 33

R
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Notes to the Consolidated Financial St

19 (B). Preference share capital (Rs. in lakhs)
As at March 31, 2022 As at March 31, 2021

Particulars Number Amount Number Amount

Authorised Capital

Preference Shares of Rs, 10/- each 9,50,00,000 9,500.00 8,00,00,000 8,000.00

Total 9,50,00,000 9,500.00 8,00,00,000 8,000.00

Issued, subscribed and paid up capltal

Preference Shares of Rs, 10/- each fully paid 3,34,79,624 3,347.96 7,85,16,289 7,851.63

Total 3,34,79,624 3,347.96 7,85,16,289 7,851.63

Increase in autherised eapital is on account of merger of InCred Housing Finance Private Limited with the Company

Terms/rights attached to preference shares

Each Cumulative Compulsory Convertible Preference Share ("CCCPS") shall be a 0.001% coupon preference share denominated in Indian Rupees and shall be fully
and cumulatively compulsorily convertible within a period of 19 years from the date of their issue.

Each holder of CCCPS shall have such rights to attend and vote at general meetings as prescribed by the Companies Act and other applicable laws from time to time
and as specified under the Articles of Association, Further to the aforesald, for the purpose of voting, the holder of the CCCPS shall be deemed to have converted all
its CCCPS into Equity Shares and shall have voting rights on every resolution placed before the Company an the basis of its shareholding in the Company on as "as
converted" basis or Fully Diluted Basis, i.e., assuming the conversion of all the CCCPS held by it into Equity Shares.

Preference shares held by holding company: Nil {PY : NIl

Preference shares held by promoters of the Group: NIl {PY : NIl)

Detalls of shareholder(s) holding mare than 5% of the total preference shares in the Group :

As at March 31, 2022 As at March 31, 2021
SR Cl ShAT Bt No. of shares held % Holding No. of shares held % Holding
Bee finance Limited (Mauritius) - 0.00% - 0.00%
Nederlandse Financierings-Maatschappij voor
Ontwikkelingslanden N.V. - 0.00% 4,50,36,665 57.36%
Oaks Asset Management Private Limited {formerly known
as "Alpha Capital Advisors Private Limited A/C PMS") 72,37,813 21.62% 72,37,813 9.22%
Total 72,37,813 21.62% 5,22,74,478 66.58%
Preference shares reconcillation
{Rs. in lakhs)
As at March 31, 2022 As at March 31, 2021
il ndle Number Amount Number t

At the beginning of the year 7,85,16,289 7,851.63 7,85,16,289 7,851.63
Add: |ssued during the year
Shares issued during the period - - - -
Preference shares converted into equity shares (4,50,36,665) (4,503.67) - -
At the end of the year 3,34,79,624 3,347.96 7,85,16,289 7,851.63
Detalls of shareholder(s) holding more than 5% of the total shares In the group :

As at March 31, 2022 As at March 31, 2021

el lon: No. of shares held % Holding No. of shares held % Holding

Bee finance Limited (Mauritius) 23,03,73,125 59.38% 23,03,73,125 59.64%
Nederlandse Financierings-Maatschappij voar
Ontwikkelingslanden M.V, - 0.00%, 4,50,36,765 11.66%
Oaks Asset Management Private Limited {formerly known
as "Alpha Capital Advisors Private Limited A/C PMS") 2,58,81,606 6.67% 2,61,31,606 6.77%
Total ) 25,62,54,731 66.05% 30,15,41,496 78.07%
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InCred Financial Services Limited

Notes to the Consolidated Financial Statements

22, Interest income

(Rs. in lakhs)

PsHtela Year ended Year ended
March 31, 2022 March 31, 2021

On financial assets measured at amortised cost:
-Interest on loans 45,746.63 35,496.09
-Interest income from investments 862.39 523.59
-Interest on deposits with banks 12217 166.27
On Financial Assets measured at fair value through Other
Comprehensive Income:
-Interest income from investments 608.87 1,537.50
Total 47,340.06 37,723.45

Note - No revenue from transactions with a single customer omounted to 10% or mare of

March 2022 and 31 March 2021,

23, Fees and commission income

the Group's total revenue for the year ended 31

{Rs. in lakhs)
particulars Year ended Year ended
March 31, 2022 March 31, 2021
Other fees and charges 966.24 501,16
Service fees (Refer Note 34) 56.00 56.00
Total 1,022.24 557.16
Geographical Markets
Within India 1,022.24 557.16
Outside India - -
Total 1,022.24 557.16
Timing of revenue recognition
Services transferred at a point in time 1,022.24 557.16
Services transferred over time - -
Total 1,022.24 557.16
Note: For receivable balonces against the income, refere note no 8
24, Net (loss)/ gain on fair value changes
(Rs. in lakhs)
particulass Year ended Year ended
March 31, 2022 March 31, 2021
Net (loss)/ gain on financial instruments at fair value
through profit or loss
- Investments 138.81
- Derivatives (34.64) 268.91
Total 104.17 268.91
Fair value changes:
- Realised 138.81 268.91
- Unrealised (34.64) -
25, Other income
(Rs. in lakhs)
Particulars Year ended Year ended
March 31, 2022 March 31, 2021
Business Support Charges (Refer Note 34) 1,331.47 401.46
Marketing fees 2,055,20 195.00
Other income 237.42 101.67
Total 3,624.09 698,13




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

26. Finance costs

(Rs. in lakhs)
Particulare Year ended Year ended
March 31, 2022 March 31, 2021
On financial liabilities measured at amortised cost:
(i) Interest on borrowings 10,593.94 8,258.40
{ii} Discount on Commercial Paper 487.26 124.74
(iii) Interest on Debentures 10,206.40 6,499.73
(iv) Interest on Inter Corporate Debts ("ICD") 274.60 195.52
(v) Interest on lease liability (Refer Note 37) 199.18 156.73
{vi) Other finance cost 185.43 40.62
Total 21,946.81 15,275.74
27. Impairment on financial instruments
(Rs. in lakhs)
Particiilars Year ended Year ended
March 31, 2022 March 31, 2021
On Financial instruments measured at amortised cost
- Loans (including amount written off, net of recovery) 4,360.72 8,872.69
- Investments (3.90) 0.05
- Others {4.80) (4.11)
Total 4,352.02 8,868.63
28. Employee benefits expenses
(Rs. in lakhs)
Patriciilans Year ended Year ended
March 31, 2022 March 31, 2021
Salaries and wages 10,897.47 8,072.43
Contribution to provident and other funds 280.21 227.81
Share based payment to employees (Refer Note 36) 2,446.48 1,027.90
Staff welfare expenses 234.13 141.65
Retirement Benefit expenses (Refer Note 35) 60.92 (20.98)
Others 2.22 -
Total 13,921.43 9,448.81




InCred Financial Services Limited

Notes to the Consolidated Financial Statements
29. Other expenses

{Rs. in lakhs)
Year ended Year ended
Pomtichiets March 31, 2022 March 31, 2021
Information Technology expenses 1,360.83 672.66
Cost of collection 1,150.94 851.93
Legal, professional and consultancy charges 1,144.55 434.57
Office Expense ' 469.16 416.78
Travelling and conveyance 260.73 129.70
Advertisement, publicity and sales promotion expenses 226.59 389.18
Rating fees 189.75 104.25
Payment to auditors 122.83 94,93
Directors' sitting fees 45.35 13.19
Stamp Duty & Filing fees 30.81 10.64
Repairs and maintenance 28.06 20.62
Rent (Refer Note 37) 2731 275.89
Bank charges 26.68 32.23
Corporate Social responsibility (Refer Note 41) 16.35 20.05
Foreign exchange (gain)/loss 1.03 -
Misceilaneous expenses 225.90 469.83
Total 5,326.87 3,936.45
Payment to the auditors: {Rs. in lakhs})
Partlcilats Year ended Year ended
March 31, 2022 March 31, 2021

Auditor's remuneration

- Audit fees 79.33 72.89
- Limited review 18.97 11.23
In other capacity

- Certification services 24,53 10.81

- Taxation - -
Total 122.83 94.93

AR




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

30. Tax expense

(a) Amounts recognised in profit and loss

(Rs. in lakhs)
< Year ended Year ended

Ny March 31, 2022 | March 31, 2021
Current tax expense
Current year 1,358.99 1,231.51
Tax pertaining to previous years - (96.38)
Current tax expense 1,358.99 1,135.13
Deferred tax expense
| Origination and reversal of temporary differences {256.21) (999.71)
Current tax expense (256.21) (999.71)
Tax expense for the year 1,102.78 135.42

(b) Amounts recognised in other comprehensive income

(Rs. in lakhs)
|Particulars Year ended March 31, 2022 Year ended March 31, 2021
Before tax Tax (expense) Net of tax Before tax Tax (expense) Net of tax

Items that will not be reclassified to profit or loss
{a) Remeasurements of defined benefit liability {asset) {94.84) 23.87 {70.87) (26.29) 6.62 {19.67)
(b} Equity instruments through other comprehensive income - & J r c B
Items that will be reclassified to profit or loss
{a) Debt instruments through other comprehensive income |16.56) 4.17 [12.39) 118.97 (29.95) 89.03
Total {111.40) 28.04 (83.36) 92.68 (23.33) 9.35
(d) Reconciliation of effective tax rate

(Rs. in lakhs)

Year ended Year ende:

facticulnts March 31, 2022 | March 31, 2021
Profit before tax as per Statement of profit and loss 4,185.54 352.47
Statutory tax rate _ 25.17% 25.17%
Tax using the Company's domestic tax rate 1,053.50 88.72
Tax effect of:
Tax effect of amounts which are not deductible in calculating taxable
income 60.49 198.43
Effect of income exempt from income tax {25.17) (42.11)
Tax pertaining to prior year - (96.38)
Other adjustments 13.96 [13.23}
Total income tax 1,102.78 135.43
Effective tax rate 26.35% 38.42%
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Notes to the Consolidated Financial Statements

31. Earnings per share

Basic and diluted EPS amounts are calculated by dividing the profit for the year attributable to equity holders by

the weighted average number of equity shares outstanding during the year.

i. Profit attributable to Equity shareholders:

(Rs. in lakhs)
. Year ended Year ended
fadiclars March 31,2022 | March 31, 2021
Profit attributable to equity holders of the Company used in calculating
basic earnings per share 3,082.76 217.05
; . " e :
Proflt attnbltrtable to equity holders of the Company used in calculating 3.082.76 .
diluted earnings per share
ii. Weighted average number of ordinary shares
Particulars As at As at
March 31, 2022 March 31, 2021

Weighted average number of equity shares used as the denominator in
calculating basic earnings per share

38,60,17,437

38,51,19,843

Add: Adjustments for calculation of diluted earnings per share 21,16,274 14,19,853
Weighted average number of equity shares and potential equity shares

used as the denominator in calculating diluted earnings per share 38,81,33,711 38,65,39,696
Basic earnings per share 0.80 0.06
Diluted earnings per share 0.79 0.06

SR
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Notes to the Consolidated Financial 5

32, Fair value measurements

A. Accounting classification

Carrying amounts of financial assets and financial liabilities, including their levels in the fair value hierarchy,

are presented below :

{Rs. in lakhs)
Particulars As at March 31, 2022 As at March 31, 2021
FVTPL FvoCl Amortised Cost FVTPL FVocl Amortised Cost
Financial assets
Cash and cash equivalents ] - - 5,505.98 - 1,457.92
Bank balance other than cash and cash equivalents - - 299138 - 588.46
Derivative finncial instruments 1,181.05 - - - - -
Receivables
{l} Trade receivables 5 L 108.34 = - 376
(It} Other receivables - i - £ -
Loans - - 3,73,226.42 - - 2,55,359.84
Investments
- Mutual funds 78.65 = - - - -
- Debt securities - 2,899.87 855.44 - 6,638.94 2,120.51
- Convertible preference shares 9.22 - - - -
Cther financial assets - - 2,754.80 - - 1,852.48
Total financial assets 1,268.92 2,899.87 3,85,442.34 . 6,638,94 2,61,382.97
Financlal llabllities
Derivative finncial instruments 186.87 - - = - >
Debt securities - - 1,06,523.77 - - 75,786.75
Borrowings (other than debt securities) - - 1,75,065.49 - 91,062.13
Other financial liabilities - - 8,198.31 - - 6,684.48
Total financlal liabilitles 186.87 - 2,89,787.57 - - 1,73,533.36
B. Fair Value
Fair values of financial assets and financial liabilitles measured at fair value, including their levels in the fair value hierarchy, are presented below:
{Rs. in lakhs})
Particulars el vaiie
As at March 31, 2022 As at March 31, 2021
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Financial assets
Convertible preference shares - 922 - 9.22 - - - -
Investment in mutual funds 78,65 - - 78.65 - - -
Derivative financial instruments 1,181.05 1,181.05 - - - -
Investment in debt securities - - 2,899.87 2,899.87 - - 6,638.94 6,638.94
Total 78,65 9.22 4,080.,92 4,168.79 - - 6,638.94 6,638.94
Financial liabiltiies
Derivative financial instruments - - 186.87 186.87 - - - -
Total - - 186.87 186.87 - - - -

This section lains the judg and

accounting standard. An explanation of each level follows underneath table,

made in determining the fair value of the financial instrument that are measured at amortised cost and for
financial statements. To provide an indication about the reliability of the inputs used in determining fair value, the Group has classified its financial instruments

which fair values are disclosed in the
into three levels prescribed under the

(Rs. in lakhs)
Particulars Fair value
As at March 31, 2022 As at March 31, 2021
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Financial assets
Cash and cash equivalents 5,505.98 - - 5,505.98 1,457.92 - - 1,457.92
Bank balance other than cash and cash equivalents 2,991.36 - - 2,991.36 588.46 it - 588.46
Receivables

{1} Trade receivables 108.34 - - 108.34 3.76 - - 376

{ii} Other receivables - - - - - - -
Investments

-Debt securities £ - 855.44 855.44 - - 2,120.51 2,12051
Loans - & 3,96,023.64 3,96,023.64 - = 2,70,436.30 2,70,436.30
Other financial assets 2,754.80 - - 2,754.80 1,852 .48 - - 1,852.48
Total 11,360.48 - 3,96,879.08 4,08,239.56 3,902.62 - 2,72,556.81 2,76,459.43
Financlal Liabilities
Debt securities i = 1,07,546.28 1,07,546.28 = - 74,320,09 74,320.09
Borrowings (other than debt securities) - - 1,75,643.97 1,75,643.97 - - 93,038,756 93,038.76
Other financial liabilities 8,198.31 = - 8,198.31 6,684.48 - - 6,684.48
Total 8,198.31 - 2,83,190.25 2,91,388.56 6,684.48 - 1,67,358.85 1,74,043.33
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(Rs. in lakhs)
As at March 31, 2022 As at March 31, 2021
Particulars
Carrylng Value Fair Value Carrying Value Falr Value
Financlal assets
Cash and cash equivalents 5,505.98 5,505.98 1,457.92 1,457.92
Bank balance other than cash and cash equivalents 2,991.36 2,99136 588.46 588.46
Derivative financial instruments 1,181.05 1,181.05
Receivables
(1} Trade receivables 108.34 108.34 3,76 3.76
(M) Other receivables - » - .
Loans 3,73,226.42 3,96,023.64 2,55,359.84 2,70,436.30
Investments
- Mutual funds 78.65 78.65 - -
- Debt securities at Other comprehensive income 2,899.87 2,895.87 2,120.51 2,120.51
- Debt securities at amortised cost 855.44 855.44 6,638,94 6,638.94
Convertible preference shares 9.22 9.22 - -
Other financial assets 2,754.80 2,754.80 1,852.48 1,852.48
Total ) 3,89,611.13 4,12,408.35 2,68,021.91 2,83,098.37
Financial liabilities
Derivative financial instruments 186.87 186.87 - -
Debt securities 1,06,523.77 1,07,546.28 75,786.75 74,320.09
Borrowings (other than debt securities) 1,75,065.49 1,75,643.97 91,062.13 93,038.76
Other financial liabilities 8,198.31 8,198.31 6,684.48 6,684.48
Total 2,89,974.44 2,91,575.43 1,73,533.36 1,74,043.33

Except for those financial instruments for which the fair value amounts are mentioned in the above table (which is different than the carrying value), the Group considers that the carrying amounts
recognised in the financial statements approximate their fair values. For financial assets that are measured at fair value, the carrying amounts are equal to the fair values,

C. Measurement of fair values

The following sets out the Group’s basis of establishing fair values of amortised cost financial instruments and their classification between Levels 1, 2 and 2. As certain categories of financial instruments
are not actively traded, there is a significant level of management Judgement involved in calculating the fair values:
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Financial instruments held at amortised cost

I. Cash and bank balance:
The fair value of cash and balances with bank is their carrying amounts

Il. Loans and advances to customers;

For loans and advances to customers, the fair value of floating rate loans is their carrying amounts. Loans and advances are presented net of provisions for impairment. The fair value of loans and
advances to customers with a residual maturity of less than one year generally approximates the carrying value. The fair value of fixed rate loans were calculated based on discounted cash flows using a
current lending rate.

lii. Other financial assets:

The carrying amount of these financial instruments is considered to be a reasonable approximation of fair value as they are short term in nature,

iv. Investment in debt securities: i

The group has investments in debt securities with fixed rates. The carrying amount of these financial instruments is considered to be a reasanable approximation of fair value as they are short term in
nature,

v, Debt securities and borrowings:

The estimated fair value of fixed interest bearing borrowings without quoted market prices is based on discounted cash flows using the prevailing rates at which Company has borrowed for debts with a
similar credit risk and remaining maturity. For market linked debentures, the fair value published by CARE Rating Agency as at March 31, 2022 has been considered for fair valuation. For floating rate
borrowings, the carrying value is a reasonable approximation to the fair value.

vl. Other financial liabilities:
The carrying amount of these financial instruments is considered to be a reasonable approximation of fair value as they are either short term in nature.

Financial instruments held at fair value
i Investment in mutual fund:
The investment in mutual funds are valued using the closing NAV in the market.

il. Investment in debt securitles:
Fair value is based on market-observable data such as secondary market prices for its traded debt and where no data is available, it is estimated using market yeild on the balance period to maturity on

similar instruments using G-Sec rates adjusted for credit risk of the instruments.

Gains or losses on transfers amongst categorles
The Group's policy is to recognise transfers into and transfers out of fair value hierarchy levels as at the end of reporting period

Inter-level transfers
There are no transfers of financial assets and liabilities measured at fair value between Levels 1 and 2 and Level 2 and 3 during the financial years ended March 31, 2022 and March 31, 2021,

D. Sensitivity analysis of financial instruments at Level 3

Delta effect of
Particulars Input name + 1% change - 1% change

Financlal Assets:

Loans Discount rate {2,035.95) 2,077.02

Investment in debt securities Gsec rate (9.46) 9.58

Investment in debt securities FIMMDA rate (9.48) 9.58

Derivative Financial Instruments Volatility rate 2511 {33.00)

Financial Liabilities:

Debt securitles Discount rate 145,99 (149.14)
|Borrowings (other than debt securities) Discount rate [663.65) 678,98

Derivative Financial Instruments Vaolatility rate 29.55 (29.42)

E. Fair value measurements for financial assets measured at FVOCI using significant unobservable inputs (level 3}

The following table presents the change in level 3 items for the year ended March 31, 2022 and March 31, 2021

{Rs. in lakhs)
Particulars Derlvative Debt
As at March 31, 2020 = -
Acquisitions/{Disposal) - 6,519.96
Gains recognised in other comprehensive income - 13210
As at March 31, 2021 - 6,652.06
Acquisitions/(Disposal) - (3,622.64)
Gains recognised in other comprehensive income 299.22 {120.30)
As at March 31, 2022 299.22 2,909.12
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33. Financal risk management

Inthe course of its business, the Group is exposed to certain financial risks namaly credit risk, interest risk, market risk & liquidity risk, The Group's primary focus Is to achieve better predictability of

financial markets and seek to minimize potential adverse effects on its financial performance, The fi risks are ged in accordance with the Group's risk management policy which has baen
approved by its Board of Directors.
The Group's board of directars has overal r ity for the b and oversight of the Group's risk management framewaork, The board of directors has d the Risk M

Committee, which is respensible for developing and manitoring the Group's risk management policies. The committee reports regularly to the board of directors on its activities.
The Group's risk policies are blished to identify and analyse the risks faced by the Group, to set appropriate risk limits and controls and te monitor risks and adherence ta limits, Risk
management policies and systems are reviewsd regularky te reflect changes in market conditions and the Group's activities,

A. Credit risk

Credit risk is the risk of financial loss to the Group if a customer ar counterparty to a financial Instrument fails te meet jts contractual obligations i.e. from ci A 1) Indebt
securities ete. Credit risk arises from loans and advances, investments carried at amortized cost and deposits with banks and financial institutions,

i) Credit risk management
The Group key objective is ta malntain a strong culture of respensible lending, and robust risk policies and control fi ke . The Group i varieus factors, which provide an assessment of the

borrower's ability-ta-pay and willi ta-pay, While the i used for Vary across product. . the cradit pri remain a commen factor,

The key factors considered include:
« Income and cash flow analysis: The borrower's income for multiple sources is assessed, along with the borrower's ebligations and financlal commitments., Hence, the funds available to repay the
laan/EMI is computed, and the loan is tallored to be affordable to the barrower. For certaln product types working capltal gap is also calculated,

- Credit histery analysis: The borrower's experience in managing debt is considered, Prior delinquencies and considered, A strong repayment track record is typically an indicatar of the customer’s
willingness-to-pay. Exceptions and nuances, ke customers with a Emited credit histary but with strengths fike job-tenure ar asset-ownership, are also considered to make appropriate credit decisions.,

- Borrower's profile and intended use of the funds: The borrower's intended use of funds is considered a5 a part of the credit process, including the calculation of working capital cycle for certaln
product types. In some product-segments, the use of funds may be certified by the barrower or controlled by disbursing directly to the end-use, Barrower prafiles which are nat in targeted market-
segments are screened out.

ion for loan sanction,

= Security caver provided: The Group has a well defined credit policy which lays out the security to be provided. |n certain cases, ing the relevant coll, Iis a pre:

- Collectability and gea-lacation: , The b ‘s location, acc ¥, stability and contact-ability are all considered befere loan sanction. In cases where there are doubts or coneerns about any of

these factors, an adverse adjustment te the risk-profile is mada,

The Group has separate data sclence/analytics team which monitors the vintage curve, bounce rates, collaction efficiency, portfelic metrics and delinguencies further periodic re-audit of existing cases
to unearth delinguency trends and credit learnings.

Measurement of Expected Credit Losses {'ECL')

The Group has segmented its outsta nding portfolio based on the risk profiles i.e. risk management policles, historical experiences with respect to default rates etc. for the computation of ECL,

A three-stage model for Impairment based on changes in credit quality since initial ition has been impl {. The Group has used Days Past Due {'DPD’) basis for staging of the portfalio and
has opted far the rebuttable presumption prescribed by the standard to recognize default in case payments are overdus 50 days and a Significant Increase in Credit Risk {'SICR’) In case payments are
overdue for more than 30 days,

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected credit loss), unless there has been ng significant increase In credit risk sine origination,
in which case, the allowance is based on the 12 months’ expected credit loss),

Lifetime ECL are the expected credit losses resulting from all possible default events over the expected life of a financial instrument, The 12-manth ECL is the portion of Lifetime ECL that represent the
ECLs that result from default events on a financial Instrument that are possible within the 12 months after the reporting date.

Both Lifetime ECLs and 12-month ECLs are calculated on efther an individual basis feollective basis, d ding on the nature of the underlying pertfolio of financial instruments. The Group has
established a policy to perform an assessment, at the end of each reporting period, of whether a financial instrument’s credit risk has increased significantly since initial recegnition, by considering the
change In the risk of default occurring over the remaining life of the financial instrument, The Group does the assessment of significant increase in credit risk at a borrawer level, Based an the above, the
Group categorises its loans into Stage 1, Stage 2 and Stage 3. Considering the current macro economic scenario, due to Covid, the probability of defaults have been increased over and above the
historical trends across product verticals,

DPD 5tatus Stage Easly for SrEGL
Loans Investments
Current Stage 1 12 Month's ECL 12 Month's ECL
1-30 days Stage 1 12 Month's ECL 12 Month's ECL
31-90 days Stage 2 Life Time ECL Life Time ECL
50 + days i Stage 3 Life Time ECL Life Time ECL

Further, the Group on the basis of its assessment of credit risk classifies loans under Stage 2 ircespective of Its overdues status during the period, including leans under one-time resolution {OTR)
framework prescribed by the Reserve Bank of India {R8I) for COVID-19 refated stress. These accounts are upgraded to Stage 1 as and when they d ate satsf, ¥ behaviour under the revised
repayment schedule.

R
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Portfolio Segment Lending verticals 0 EAD LGD
Stage 1 | Stage 2 Stage 3
Personal Loan
E
An empirical PD js derived basis the historical :':r"m £ D:'a:;i:m i dard ision
Unsecured Business Loan portfolio default rates, Forward looking PDis :o"e een wa 4 the :Ir:: Ia' p;n\-ls-:: =
Unsecured i i from a stati model that takes 100% m.ver W“_ S H 2 g n“_n sk
. Student L the empirical PD and future the macro- reparting date {includling parffolfas isassumed
husent e Aoas s vl bl overdue atd undrawn {65%)
5 amount)
Supply Chain Finance
An empirical PD is derived basis the historical
Escrow Backed Funding partfolio default rates, Forward looking PD is
frema | model that takes
Two Wheeler Finance the empirical PD and future the macro-
economic forecast as Inputs Exposure at Default (EAD)
4 —_— is the amount which the |RBI standard provision for
ey ecured Schaol Finance 100% borrower owes as at the NPAs in secured
regorting date {including | portfolios is assumed
Micro Finance In absence of sufficient default data, a overdue and undrawn 150%)
jud, based PO is used in amount}
Loan Against Property line with industry benchmarks
Home Loans
As at March 31, 2022
(Fs. In lakhs)
Gross carrying Net carrylng
P E
articulars Asset group S upected credit losses oy
Stage 1 Term Loans 3,48,541,03 2,461,45 34707558
Loan commitments 14,248.30 9.42 14,238.88
Stage 2 Term Loans 21,971.46 1,220.09 20,742.37
Stage 3* ) Term Loans © 10,81136 5,406,89 5,404.47
* includes 8,513 loan accounts which are overdue for more than ninety doys
As at March 31, 2021
{Rs. in fakhs}
Gross carrying Net carrying
Ex
Partlculars Asset group aititart pected credit losses Shaani
Stage 1 Term Loans 2,29,929.27 1,865.67 2,28,063.60
Loan commitments £075.03 11.00 £,964.03
Stage 2 Term Loans 24,329.43 2,009.41 22,220.02
Stage 3 Term Loans 10,206.03 5,229.81 4,976.22
Collateral held

The Group perlodically monitors the quality as well as the value of the security to meet the prescribed limits. The collateral held by the Group varies on case to case basis and includes:

1} First/Subservient charge on the Land and/or Building of the project or other projects

l) First/Subservient charge on the fixed and current assets of the borrower

ili) Hypothecation over receivables from funded project or other projects of the borrower

iv First loss guarantee default (FLDG) in the form of cash collatersl, lien on fixed deposits etc.

The below table stratifles credit exposure for secured loans by ranges of Loan-to-value {LTV) ratio, LTV is calculated as the ratio of the Principal cutstanding of the loan to the value of the collateral. The
valuation of collateral is as of date of grant of foan and excludes any adjustments for obtaining and selling the collateral.
{il) Secured Loans

(Rs, in fakhs)
LTV Ratlo Principal outstanding as at March| As at March 31, 2022 | Principal outstanding | As at March 31,
31,2022 as at March 31, 2021 2021

Less than 50% 48,024.41 30,400 53,647.27 39.96%

51-70% 3 17,439.28 11.04% 18,554.37 13.87%

71-80% 20,912.59 13.24% 11,474.72 B55%

91-100% 71,0192 44,57 46,912.45 34,945/

More than 100% 546,18 0.35%} 3,663.67 7%

Total 1,57,964.38 100.00%| 1,34,252 a8 100.00

The Group measures the amount of ECL on a financial instrument in @ way that reflects an unbiased and probabili ighted amount. The Group considers its histarical loss experience and adjusts the

same for current observable data, The key inputs into the measurement of ECL are the probability of default, foss given default and exposure at default. These parameters are derived from the Group's
internally developed statistical models and other historical data. In addition, the Group uses reascnable and supportable information on future economic eonditions including macroeconamie factors
such as services, GOP, recorded unemployment, growth rate, current account balance ete. Since Incarparating these forward locking inf intreases the jud, as ta how the changes in these
macroeconomic factor will affect ECL, the methodal gy and ions are revi d I}

/R
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Notes to the C
(ili} Reconciliation of Loan

For Loan exposure
The below table signifies movement of Eross carrying amount:

{Rs. In lakhs)
Reconciliation of Loan Stage 1 Stage?2 Stage3
Loan exposure on March 31, 2020 2,00,086.79 4,228.93 5,943.06
Change in opening credit exposure {1,11,619.89) {7,901.73) {5,362.11)
New credit exposures during the year, net of repayment* 1,60,934.35 17,437.99 6,845,50
Transferred to 12-month ECL T20.84 {710.69) {10.15)
Transferred to Lifetime ECL not credit impaired (12,243,37) 12,245.97 [2.60)
Transferred to Lifetime ECL credit impaired 14,879.72) {1,233,84) 6,113.56
Z . (4,474,73)
2,32,999.00 24,066.63 9,052.53
Change in opening credit exposure {1,24,612,06) {7,159.92) 12,629.64)
New credit exposures during the year, net of repayment* 2,50,658.03 2,454.79 453,14
Transferred to 12-month ECL 2,000.14 (1,971.06) {29.08)
Transferred to Lifetime ECL not eredit impaired (7,580.589) 7.921.29 {340.70)
Transferred to Lifetime ECL credit impaired {3,923.49) 13,340.27) 7,263.75
Write ~ offs . 4 (2,998.64)
Loan exposure on March 31, 2022 3,49,541.03 21,971.45 10,811.36
“represents sutstanding balance of loon expasures originated during the year as at reporting date.
For Loan loss allowance:
(Rs. ini lakhs)
Reconiciliation of loss allowance Stage 1 Stage 2 Stage 3
Loss allowance on March 31, 2020 1,345.71 317.58 3,675.81
Change in apening credit exposure {629.25) {576.12) (69E.54)
New credit exposures during the year, net of repayment* 1,384.79 1,561.99 343152
Transferred to 12-month ECL 5.20 {25.23) (8.09)
Transferred to Lifetime ECLnot credit impaired {121.88) 881.42 (3.86)
Transferred to Lifetime ECL credit impaired {118,83) {150.23) 3,307.70
Write — offs . - (4,474.73)
Loss allowance on March 31, 2021 1,865.68 2,009.41 5,229.81
Change in epening credit expasure {1,342.22) {640.79) {94.68)
New credit expoasures during the year, net of repayment* 1,973.46 178,72 249.06
Transferred to 12-month ECL 63.41 {265.29} {1565}
Transferred to Lifetime ECL not eredit impaired {49.40) 290,43 {17157)
Transferred to Lifetime ECL credit Impaired (49.47) 343.39) 3,168,556
Write = offs . - - 12,998 64)
Loss allowance on March 31, 2022 2,461.46 1,229.09 5,406.89
“represents cutstanding bolunce of foss al on foan { during the yeor as at reporting date.
For Investmants
[Rs. In lakhs)
Reconcillation of loss allowance Stage 1 |
Loss allowance on March 31, 2020 -
Changes in loss allowances due to Assets used or released 13.17
Loss allowance on March 31, 2021 13.17
Changes in loss allowances due to Assets used or released 3.89
Loss allowance on March 31, 2022 9.28
For loan commitments
{Rs. in lakhs)
Reconcillation of loss allowance Stage 1
Loss allowance on 31 March 2020 4.82
Changes in loss allowances due to Assets used or released 6.18
Loss aliowance on 31 March 2021 11.00
Changes in loss allowances due to Assets used or released {1.58}
Llﬂss allowance on 31 March 2022 9.42
Offsetting financial assets and financial Habilities
There are no financial assets and Financizl fiabilities which are subject to offsetting, enforceable master netting arr and similar ag

Impact of COVID-19

{A) In accordance with the Board approved moratorium policy read with the Reserve Bank of

India (R8I} guidelines dated 27 March 2020, 17 April 2020 and 23 May 2020 relating to "COVID1S ~Regulatory

up to six manths on the payment of instalments which became due between 1 March, 2020 and 31 August, 2020 to all eligible borrowers. During the

Package’, the C v had granted
current and year, the Company had ided loan moraterium in respect of certain loan to RBIs Ry
2.0. dated May 5, 2021 for COVID-19 Induced stress, As at March 31, 2022, the G halds ad impairment all an

{B) Pursuant to the RBI circular dated November 12, 2021 - "Prudential Norms on Income Recognition, Asset dassification and Provisioning pertaining to Advances —
Company’s current policy for measuring expected credit losses as per Ind AS, the Company had allgned its definition of default (i.e, Stage NI} with the aforesaid cir
provisioning purpose as per Ind AS and the resultant impact had been effected in unaudited quarterly financial results for the period ended December 31, 2021,
issued further clarification on the said circular and has granted time till September 20, 2022 to NBFCs ta implement the change in default definition, As a cons

definition of change in default to earlier norms. The Company will take necessary steps to ensure compliance with the circular.

the loan portiolio as per requirements of Ind AS 108,

Framework 1.0, dated August 6, 2020 and Resolution Framewaork

Clarifications” and review of the
cular for asset classification and
However, on February 15, 2022 RBI had
equence, the Company has realigned the
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33. Financial risk management (continued)

B. Liquidity risk

Liquidity Risk refers to insufficiency of funds to meet the financial obligations. Liquidity Risk Management implies maintenance of sufficient cash and marketable securities and the
avallability of funding through an adequate amount of committed credit lines to meet obligations when due.

The Group has formulated an Asset Liability Management Policy. The Asset Liability Management Committee ("ALCO")
medium-term and long-term funding and liquidity management requirements. The Group manages liquidity risk
continuously monitoring forecast and actual cash flows, and by assessing the maturity profiles of financial assets and lia

the end of each reporting period, as detailed below:
The Group has the following undrawn credit lines available as at the end of the reporting period:

(Rs. in lakhs)
R i As at As at
March 31, 2022 | March 31, 2021
Expiring within one year 17,010.00 10,090.53
Expiring beyond one year - -
Total 17,010.00 10,090.93

The following tables detail the Group's remaining contractual maturity for its financial liabilities with a

is responsible for the management of the Group's short-term,
by maintaining adequate reserves, banking facilities and by
bilities. The Group has access to undrawn borrowing facilities at

greed repayment periods. The tables have been drawn up based on the

undiscounted cash flows of financial liabilities based on the earliest date on which the Group can be required to pay, The tables include both Interest and principal cash flows. To the
extent that interest flows are floating rate, the rate applicable as of reporting period ends respectively has been considered.

As at March 31, 2022

(Rs. in lakhs)
Contractual cash flows

sl Rots g Carrying amount I;;‘::;?:::; ::FJ Less than 1 year 1-3 years 3-5 years After 5 years
Maturities of financial liabilities
Derivative financial instruments 14 186.87 (186.87) - {186.87) - -
Debt securities 15 1,06,523.77 {1,23,335.86) (48,013.55) (60,046.05) (2,517.01) {12,759.25)
Borrowings 16 1,75,065.49 (2,13,959.44) (92,103.90) (88,864.92) (32,990.62) =
Other financial liabilities 17 8,198.31 (8,198.31) (8,198.31}) % - -
Loan commitments 38 14,248.30 (14,248.30) (11,907.93) {2,340.37) - -
Total 3,04,222.74 {3,59,928.78) (1,60,223.69) {1,51,438.21) [35,507.63) (12,759.25)
As at March 31, 2021

(Rs. in lakhs)

Contractual cash flows

sl ool Carrying amount I;;::[?:UT:; Tr] Less than 1 year 1-3 years 3-5 years After 5 years
Maturities of financial liabilities
Derivative financial instruments 14 = # - = " -
Debt securities 15 75,786.75 (82,460.45) (54,998.53) (27,461.93) - -
Borrowings 16 91,062.13 (1,06,339.41) (54,087.87) (41,538.58) {10,712.96) -
Other financial liabilities 17 6,684.48 (6,684.48) (6,684.48) 2 -
Loan commitments 38 8,975.03 (8,975.05) 14,076.74) (4,898.31) = -
Total 1,82,508.39 {2,04,459.40) (1,19,847.62) (73,898.82) (10,712.96)] -

AR
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33, Financial risk management (continued)

The following table details the Group's expected maturity for its financial assets. The table has been drawn up based on the undiscounted contractual maturities of the financial assets

including interest that will be earned on those assets. The Inclusion of information on non-derivative financial assets is necessary in order

management as the liquidity is managed on a net asset and liability basis, Hence, maturities of the relevant assets have been considered below.

to understand the Group's liquidity risk

As at March 31, 2022

(Rs. in lakhs)

Contractual cash flows

Lo NaEn Carrying amount in‘::;??:ur::; T:’] Less than 1 year 1-3 years 3-5 years After 5 years
Maturities of financial assets
Cash and cash equivalents 2 5,505.98 5,505.98 5,505.98 - - -
Bank deposits 3 2,991.36 2,991.36 2,991.36 # - =
Derivative financial instruments 4 1,181.05 1,181.05 - 1,181.05 =
Trade receivables 5 108.34 108.34 108.34 - - -
Loans 6 3,73,226.42 5,17,087.67 2,21,380.60 1,48,771.24 55,625.27 91,310.56
Investments (other than subsidiaries) 3 3,833.96 4,025,12 3,472.11 553.01 - -
Other financial assets 8 2,754.80 - - - - -
Total 3,89,601.91 5,30,899,52 2,33,458.39 1,50,505.30 55,625.27 91,310.56
As at March 31, 2021

(Rs. in lakhs)

Contractual cash flows

BHDeLIACS jotsha Carrying amount lrf:’l:\:s/?:l::l:f?v:r) Less than 1 year 1-3 years 3-5 years After 5 years
Maturities of financial assets
Cash and cash equivalents 2 1,457.92 1,457.92 1,457.92 - - -
Bank deposits 3 588.46 588.46 588.46 - - -
Derivative financial instruments 4 - - - = - -
Trade receivables 5 376 3.76 3.76 - - -
Loans 6 2,55,359.84 3,55,624.03 1,51,615.38 97,822.11 38,082.15 67,104.40
Investments 7 8,759.45 9,296.77 8,096.28 1,200.49 - -
Other financial assets 8 1,852.48 1,852.48 1,852.48 - - -
Total 2,68,021.91 3,68,823.42 1,63,614.28 99,022.60 39,082.15 67,104.40
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33. Financial risk management (continued)

C. Market risk

Market risk or Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
Group is exposed to interest rate risk through the impact of rate changes on interest-bearing liabilities and assats. The Group manages its interast rate risk
movements in the market interest rates closely, The Group has Asset and Liability Management Committee (ALCO) and has empewered it to assess the in

by it and provide appropriate guidelines to the Treasury to manage the risk, The ALCO reviews the interest rate risk on periadic basis.

Exposure to interest rate risk

Group's interest rate risk arises from borrowings and loans. The interest rate

the Group is as follows,

interest rates, The
by monitering the
terest rate risk run

profile of the Group's interest-bearing financial instruments as reported to the management of

{Rs. in lakhs)
Nominal amount
Particulars Asat Asat
March 31, 2022 March 31, 2021

Loans
Fixed rate loans 2,22,062.75 1,30,872.89
Variable rate loans 1,58,346.89 1,32,493.60
Bank balance other than cash and cash equivalents 2,991.36 586.06
Fixed rate investments in debt securities at 855.47 2,120.55
Fixed rate investments in debt securities at other
comprehensive income 2,509.12 6,652.06
Total — 3,87,165.59 2,72,725.16
Debt and Borrowings
Fixed rate Debt and Borrowings {1,56,641.86) (94,222.18)
Variable rate Debt and Borrowings {1,21,500.62) (69,420.64)
Total (2,78,142.48) (1,63,642.82)|

Fair value sensitivity analysis for fixed-rate instruments

The Group does not account for any fixed-rate financial assets or fina ncial labiliti

date would not affect profit or loss.

Cash flow sensitivity analysis for variable-rate instruments

The sensitivity analyses below have been determined based on the expasure to
assets and liabilities, the analysis is prepared assuming the amount of the liabilit

and the rates are reset as per the applicable reset dates,

If interest rates related to loans and berrowings had been 100 bps higher/ lower and all other variables were held constant,

Other Equity {pre-tax) as on March 31, 2022 and March 31, 2021 would increase/ (decrease) by the following amounts:

{Rs. in lakhs)

Particulars Profit or (lass) Equity (before of tax)
100 bp Increase 100 bp decrease 100 bp increase | 100 bp decrease

March 31, 2022
Variable-rate instruments 397.55 {397.55) 297.55 {397.55)
Cash flow sensitivity {net) 397.55 (397.55) 397.55 (397.55)
March 31, 2021
Variable-rate instruments 697.25 {697,25) 697.25 [697.25)
Cash flow sensitivity (net} 697.25 {697.25) 697.25 (697.25)

outstanding during the perlod.

D. Price risk

The Group is exposed to price risk arising from investment in mutual funds and

es at fair value through profit or loss, Therefore, a cha Nge in Interest rates at the reporting

Interest rates for assets and liabilities at the end of the reporting period. For floating rate
les/assets outstanding at the end of the reporting period was outstanding for the whale year

the Group's Profit before tax for the year ended/

The risk estimates provided assume a parallel shift of 100 basis points interest rate across all yield curves. This calculation alse assumes that the change occurs at the balance

sheet date and has been calculated based on risk exposures outstanding as at that date. The peried end balances are nat necessarily representative of the average debt

classified In the balance sheet at fair value through profit & loss. If the NAV of the mutual

fund had been higher/lower by 1% from market price existing as at March 31, 2022, profit or loss{pre-tax) for the year ended March 31, 2022 would increase/decrease by

0.74 {Previous Year: Rs, Nil) with a corresponding increase/decrease in the Total Equity of th

E. Foreign Currency Risk

risk for its

The Greup is exposed to foreign currency fl

| currency b
guidelines (RBI master direction R8I/FED/2018-19/67 dated 26 March 2019 and updated f
less than 5 years to hedge minimum 70% of the its EC8 exposure (Principal and Coupon).

e Company as at March 31, 2022,

g (ECB). The Group’s borrowings in forelgn currency are governed by RBI
Tom time to time) which requires entities raising ECB for an average maturity of
The Group hedges its entire ECB exposure for the full tenure of the ECB as per

Board approved policy. The Group for its ECB, evaluates the foreign currency exchange rates, tenure of ECB and its fully hedged costs. The Group manages its currency risks

by entering into derivatives contracts as hedge positions and the same are being governed th

rough the Board appraved policy,

AR
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Notes to the Consolidated Financial Statements

34. Related party disclosures
A. Names of related parties and nature of relationship:

Key Managerial Personnel (KMP)

Name of the KMP

Designation

Mr. Bhupinder Singh

Mr. Vivek Bansal

Mr. Gajendra Thakur

Mrs. Nikita Hule

Mr. Deepak Narang

Mrs. Rupa Rajul Vora

Mr. Debashish Dutta Gupta
Mr. Karnam Sekar

Dr. Parvinder Singh Pasricha
Mr. Antonius Theadorus Maria Bruljninckx
Mr. Girish Dinanath Nadkarni
Mr. Vivek Anand PS

Whole-time director and Chief Executive Officer
Whole-time director and Chief Financial Officer
Company Secretary (w.e.f. September 1, 2020)
Company Secretary (upto August 31, 2020)
Independent Director (upto June 11, 2021)
Independent Director

Independent Director

Independent Director {w.e.f December 17, 2021)
Independent Director (w.e.f March 3, 2020 upto September 3, 2020)
Nominee Director (upto December 15, 2021)
Nominee Director (upto June 13, 2021)

Nominee Director

Enterprises where key management personnel exercises control

1. InCred Capital Financial Services Private Limited (Formerly known as Proud Securities Private Limited)

2. InCred Wealth Private Limited (Formerly known as InCred Capital Inclusion Advisory Private Limited)

3. InCred Asset Management Private Limited (Formerly known as InCred Capital Investment Advisors and Managers Private Limited)

4. InCred Capital Wealth Portfolio Managers Private Limited (Formerly known as BSH Corporate Advisors and Consultants Private Limited)
5. InCred Research Services Private Limited (Formerly known as Earnest Innovation Partners Private Limited)

A. Names of related parties and nature of relationship

Holding Company Country of Proportion of ownership interest
Incorporation (% holding)
As at As at
March 31, 2022 | March 31, 2021
Bee Finance Limited (Mauritius), Holding Co. Mauritius 59.38% 59.64%
Associate of Booth Fintech Private Limited
Name of subsidiaries Country of Principal place of |Proportion of ownership interest
Incorporation business As at As at
March 31, 2022 | March 31, 2021
mValu Technology Services Private Limited India Mumbai 47.39% 40.96%
Transactions with key management personnel
i. Key management personnel compensation (Rs. in lakhs)
Particulars Year ended March | Year ended March
31, 2022 31, 2021
Employee benefit expenses 692.35 575.33
Directors' sitting fees 45.35 13.19

As the liabilities for gratuity, leave encashment and share based payments are provided on actuarial basis for the group as a whole and hence the
amounts pertaining to the key management personnel are not included in the above.
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InCred Financial Services Limited

Notes to the Consclidated Financial Statements

35. Employee benefits

1. The Group has recognised the following amounts in the Profit & Loss Account towards contributions to provident fund and other

funds:
{Rs. in lakhs)
Havttaibars Year ended Year ended
March 31, 2022 March 31, 2021
Provident fund 280.21 227.38
2. Gratuity

Every employee who will complete five years or more of service gets a gratuity on departure at 15 days salary (last drawn) for each

completed year of service, subject to ceiling of INR 20,00,000.

Table showing change in the present value of projected benefit obligation

(Rs. in lakhs)
Particulars o A
March 31, 2022 March 31, 2021
Change in benefit obligations
Present value of benefit obligation at the beginning of the year 158.90 88.90
Interest cost 6.75 4,49
Current Service cost 54.15 39.21
Liability Transferred In/Acquisition - -
Actuarial (Gains) / Loss on Obligations - Due to Change in Demographic Assumptions (0.02) -
Actuarial (Gains) / Loss on Obligations - Due to Change in Financial Assumptions {0.56) 4,98
Actuarial (Gains) / Loss on Obligations - Due to Experience 95,82 21.32
Liability at the end of the year 315.04 158.90
Amount recognized in the Balance Sheet (Rs. in lakhs)
As at As at
Particulars March 31, 2022 March 31, 2021
Present value of benefit obligation at the end of the year (315.04) {158.90)
Fair value of plan assets at the end of the year
Funded Status (Deficit) (315.04) {158.90)
Net (Liability) Recognized in the Balance Sheet (315.04) (158.90)
Expenses recognized in the Statement of Profit and Loss
(Rs. in lakhs)
Year ended Year ended
Particulars
: March 31, 2022 March 31, 2021
Current service cost 54.15 39.21
Interest cost 6.75 4.49
Expenses recognised 60.90 43.70
Expenses recognized in the Other comprehensive income {oc)
(Rs. in lakhs)
Particulars Year ended Year ended
March 31, 2022 March 31, 2021
Actuarial (Gains) on obligation for the year 95.24 26.30
Net (Income) for the year recognized in OCI 95.24 26.30

JR




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

The actuarial assumptions used to determine benefit obligations as at March 31, 2022 and March 31, 2021 are as follows:

Particulars A3y jeat
March 31, 2022 March 31, 2021
Discount Rate 5.15% 4.25%
Salary escalation rate o 5% for next 1 year
and 7% thereafter
Expected Rate of return on Plan Assets N.A N.A.
Rate of Employee Turnover 35% 35.00%
Weighted Average Duration of Projected Benefit Obligation 5 years 5 years
Indian Assured Indian Assured
Mortality Rate during employment Lives Mortality lives mortality
(2012-14) (2006-08)

The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority,

relevant factors
Balance sheet reconciliation

promotion and other

(Rs. in lakhs)
As at As at
Particulars
March 31, 2022 March 31, 2021
Opening net liability 158.90 88.90
Expenses recognized in Statement of Profit and Loss 60.90 43.70
Expenses recognized in oc 95.24 26.30
Net (Asset) Transfer In - -
Net liability recognized in the Balance Sheet 315.04 158.90
Maturity analysis of the benefit payments: from the employer
(Rs. in lakhs}
Particulars fains G
March 31, 2022 March 31, 2021
Projected benefits payable in future years from the date of reporting
1st following year 59.12 0.73
2nd following year 71.59 32.15
3rd following year 63.45 38.22
4th following year 48.84 33.79
5th following year 37.04 25.33
Sum of years 6 To 10 70.38 47.54
Sum of years 11 and above 12.23 7.87
Sensitivity analysis
(Rs. in lakhs)
As at As at
Particulars
3 March 31, 2022 March 31, 2021
Projected benefit obligation on current assumptions 315.04 158.90
Delta effect of +1% change in rate of discounting (7.66) (5.20)
Delta effect of -1% change in rate of discounting 8.11 552
Delta effect of +1% change in rate of salary increase 6.62 4.96
Delta effect of -1% change in rate of salary increase (6.43) (4.83)
Delta effect of +1% change in rate of employee turnover (3.91) {4.15)
4.01 4.24

Delta effect of -1% change in rate of employee turnover

IR




InCred Financial Services Limited

Notes to the Consolidated Financial Statements
Qualitative disclosures

Gratuity is a defined benefit plan and group is exposed to the Following Risks:

Interest rate risk: A fall in the discount rate which is linked to the G.Sec. Rate will increase the present value of the liability requiring
higher provision.

Salary risk: The present value of the defined benefit plan liability is calculated by reference to the future salaries of members. As such,
anincrease in the salary of the members more than assumed level will increase the plan's liability.

Asset Liability Matching Risk: The plan faces the ALM risk as to the matching cash flow. Group has to manage pay-out based on pay as
you go basis from own funds.

Mortality risk: Since the benefits under the plan is not payable for life time and payable till retirement age only, plan does not have any
longevity risk.




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

36. Share-based payment arrangements
A. Description of share-based payment arrangements

i. Share option plans (equity-settled)

The Group has Employee Incentive Plan under which options have been granted to eligible employees to be vested from time to time.

The Group has established share option plans that entitle the em
holders of the vested options are entitled to purchase shares at t
The key terms and conditions related to the vesting of grants un

vesting (25% each year); all options are to be settled by the delivery of shares.

A. Measurement of fair values

Equity-settled share-based payment arrangements

The fair value of the employee share options has been measured using Black-Scholes Option pricing model. The fair value of the options and the inputs used in the

der these plans are continued em

ployees of the Group and its subsidiary companies to purchase the shares of the Group. Under these plans,
he exercise price of the shares determined at the respective date of grant of options,
ployment with the Group from the date of grant of option till the date of

measurement of the grant-date fair values of the equity-settled share based payment options granted during the year are as follows:

The model inputs for options granted during

For the year For the year
Particulars / Grant date ended March 31,|ended March 31,
2022 2021

Fair value as on grant date (weighted average) 249110 42.17] 27.15to 28.64
Share prices during the year , on grant dates 55.00 to 65.00 55.25
Exercise price 40.00 40.00*
Expected volatility (weighted average volatiity] 40% 35% to 40%
Rate of Employee Turnover 35% 35%
Expected life {expected weighted average life) 8.5 years 8.5 years
Risk- free interest rate {based on government bonds) 4.89% 10 6,85%| 5.04% 105.97%

Method used to determine expected volatility

The expected volati
price volatility of lis

in same industry.

lity is based on
ted companies

* The Nomination and Remuneration Committee during the year has approved modification of exercise price in respect of options granted in the year ended March 31, 2021 from Rs. 40.00
per share to Rs, 28.00 per share. Accardingly the incremental fair value of the option ranging from Rs. 5.37 to Rs. 7.40 per option has been included in the measurement of amount
recognised for services received over the period from the modification date until the date when the modified equity instruments vest.

B. Reconciliation of outstanding share options

Set out below is a summary of options granted under the plan:

) Number of options
Average exercise
Particulars &
price per option | As at March 31, | As at March 31,
2022 2021

Opening balance 34.35 1,80,44,938 1,25,05,584
Add: Options granted during the year 40.00 1,88,51,500 97,92,875
Less: Options exercised during the year 38.64 (17,38,050) {91,209}
Less: Options lapsed during the year 36.30 (9,09,800) (41,62,312)
Options outstanding as at the year end 37.26 3,42,48,588 1,80,44,938
Option exercisable of the above 1,20,35,181 33,85,721

Weighted average remaining contractual life of options outstanding at end of the year: 2.72 years

S
—



InCred Financial Services Limited

Notes to the Consolidated Financial Statements
Il. Share option plans (equity-settled) by Bee Finance Limited (Mauritius}), Holding Company
On August 1, 2018, Bee Finance Limited (Mauritius), Holding Company of the Company has established share option plans that entitle the employees of the Company

purchase the shares of the Holding Company. Under these plans, holders of the vested options are entitled to purchase shares at the exercise price of the shares
determined at the respective date of grant of options.

The key terms and conditions related to the grants under these plans are continued employment with the company from the date of grant of option till the date of vesting ;
all options are to be settled by the delivery of shares.

a) Share options issued by Bee Finance Limited (Mauritius)

A. Measurement of fair values

The fair value of the employee share options has been measured using Black-Scholes Option pricing model.

The fair value of the options and the inputs used in the measurement of the grant-date fair values of the equity-settled share based payment options granted during the

previous year are as follows:

The model inputs for options granted during the year ended March 31, 2022:
No fresh grants have been given during the year ended March 31, 2022 and year ended March 31, 2021

B. Reconciliation of outstanding share options

Set out below is a summary of options granted under the plan:

As at March 31, 2022 As at March 31, 2021
Py diilate Average exercise| Numberof |Average exercise] Number of
price per option options price per option options
Opening balance 47,728.27 241.00 48,033.52 248.00
Add: Options granted during the year - - - -
Less: Options lapsed during the year: {47,728.27) {241.00) 55,650.73 {7.00)
Options outstanding as at the year end - - 47,728.27 241.00

C. Expenses arising from share-based payment transactions

Refer Note 28 on employee benefit expense, for share based payment expense charged to Statement of Profit and Loss,




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

37. Lease accounting

The Group has entered into leasing arrangements for premises. Right of Use Assets ("ROU") has been included under ‘Property, Plant
and Equipment’ and Lease Liability has been included under ‘Other Financial Liabilities’ in the Balance Sheet.

i. Following are the changes in the carrying value of right of use assets (ROU) for the year ended March 31, 2022:

(Rs. in lakhs)
As at As at
Particulars March 31, 2022 March 31, 2021
Balance at the beginning of the year 1,739.74 1,760.49
Addition during the year 552.34 392.55
Disposals during the year - {131.39)
Depreciation for the year (441.25) (281.91)
Balance as at the end of the year 1,850.83 1,739.74
ii. The following is the movement in lease liabilities during the year ended March 31, 2022:
{Rs. in lakhs)
As at As at
Particulars March 31,2022 | March 31, 2021
Balance at the beginning of the year 1,957.65 1,878.95
Addition during the year | 552.36 247.56
Finance cost accrued during the year 198.16 156.73
Payment of Lease liabilities made during the year (567.60) (325.59)
Balance as at the end of the year 2,141,57 1,957.65

lii. The table below provides details regarding the contractual maturities of lease liabilities as of March 31, 2022 on an undiscounted

basis:
(Rs. in lakhs)
As at As at
Particulars March 31,2022 | March 31, 2021
Less than one year 369.50 261.42
Between one and five years 1,674.34 1,302.84
More than five years 97.73 221.24
Tatal 2,141.57 1,785.50
iv. Expenses recognised in the statement of Profit and Loss
(Rs. in lakhs)
As at As at
Particulars March 31, 2022 March 31, 2021
Depreciation expense on right-of-use assets {Refer Note 10) 441.25 281,91
Interest expense on lease liabilities (Refer Note 26) 198.43 156.73
Expense relating to short-term leases (Refer Note 29) 10.51 275.89

Expense relating to leases of low value assets

The Company does not face a significant liquidity risk with regard to its lease liabilities as the current assets are sufficient to meet the

obligations related to lease liabilities as and when they fall due.

38. Contingent liabilities and commitments

(Rs. in lakhs)
Particulars As at As at
March 31,2022 | March 31, 2021
Commitments
Undrawn committed credit lines 14,248.30 8,975.03
Obligation on investments in partly paid u p preference shares 181.81 -
Total 14,430.11 8,975.03

There are no litigations and proceedings against the Company which requires any provision or disclosure as contingent liability.

AR
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InCred Financial Services Limited

Notes to the Consolidated Financial Statements

40. Foreign Currency Transactions

(Rs. in lakhs)
Parti clars Year ended March | Year ended March
: 31, 2022 31, 2021
Expenditure in foreign currency
Directors' sitting fees 9.20 2.07
Legal, professional and consultancy charges 165.65 27.64
Information Technology expenses 14.27 6.63
Miscellaneous expenses 8.18 2.01
Interest on External Commercial Borrowings 215.69 -
Total 412.99 38.35
41. Corporate social responsibility
{Rs. in lakhs)
Parkicillac Year ended March|Year ended March
31, 2022 31, 2021

Amount required to be spent as per section 135 of the
Companies Act, 2013 16.12 19.99
Amount spent during the year
(i) Construction/ acquisition of any asset -
(ii) On purposes other than (i) above

In cash 16.35 20.05

Yet to be paid in cash -
Total 16.35 20.05
Details related to spent obligations:
i} Contribution to Public Trust - -
i) Contribution to Charitable Trust 11.68 20.05
iii) Covid vaccination other than employees and family members 4.67
iii) Unspent amount in relation to:
- Ongoing project -
- Other than ongoing project . -
Total 16.35 20.05

42. Micro, Small and Medium Enterprises Development

The Ministry of Micro, Small and Medium Enterprises has issued an Office Memorandum dated 26
August 2008 which recommends that the Micro and Small Enterprises should mention in their
correspondence with its customers the Entrepreneurs Memorandum Number as allocated after filing of
the Memorandum. Based on the information available with the management, as at 31 March 2022, no
dues were outstanding to micro and small enterprises as defined under the Micro, Small and Medium
Enterprises Development Act, 2006. Further, the Company has not received any claim for interest from

any supplier under the said Act till 31 March 2022.

Y




InCred Financial Services Limited

Notes to the Consolidated Financial Statements

43, Capital Management
The Parent maintains an actively managed capital basa to cover risks inherent in the business which includes issued equity
capital, share premium and all other equity reserves attributable to equity holders of the Group.

As a NBFC, the RBI requires us to maintain a minimum capital to risk weighted assets ratio ("CRAR") consisting of Tier | and
Tier Il capital of 15% of our aggregate risk weighted assets. Further, the total of our Tier | capital cannot exceed 100% of our
Tier | capital at any point of time. The capital management pracess of the Group ensures to maintain a healthy CRAR at all
the times. '

Capital Management

The primary objectives of the Parent's capital management policy are to ensure that the Parent complies with externally
imposed capital requirements and maintains strong credit ratings and healthy capital ratios in order to support its business
and to maximise shareholder value.

(Rs. in lakhs)
As at As at
Particulars
March 31, 2022 | March 31, 2021
Common Equity Tier 1 (CET1) capital 1,08,442.86 1,01,900.06
Other Tier 2 capital 2,461.45 1,261.64
Total capital 1,10,904.31 1,03,161.70

Regulatory capital consists of CET 1 capital, which comprises share capital, share premium, retained earnings including
current year profit and loss. Certain adjustments are made to Ind AS—based results and reserves, The other component of
regulatory capital is other Tier 2 Capital, which also includes hybrid debt instruments.

44, During the current year, the Parent company has reported frauds to RBI aggregating to Rs. 739.00 lakhs (previous year:
Rs. 72.28 lakhs)

45. On August 16, 2021, the Company entered into agreements with KKR India Financial Services Limited {“KIFS”) for the
demerger of the retail lending, SME lending, housing finance business and ancillary activities of the Company to KIFS
(“Proposed Demerger”). The Board of Directors of the Company at their meeting held on September 3, 2021 has approved a
composite scheme of arrangement ("Scheme") amongst KKR Capital Markets India Private Limited, Bee Finance Limited, KIFS
and the Company and their respective shareholders for the Proposed Demerger. The Scheme has been filed with the
National Company Law Tribunal on September 27, 2021, The Scheme will be effective post completion of customary
conditions, including receipt of approvals from the relevant statutory authorities. Further, the Company has received no-
objection from RBI on December 08, 2021 and in-principle approval from BSE Limited on December 24, 2021. The Equity
Shareholders, Preference Shareholders and secured creditors of the Company have also approved the Scheme at their
respective meetings convened by the NCLT held on December 15, 2021.

46. Ratio Analysis and its elements

Below ratios are based on the financial statements of the Parent Company

As at March 31, | As at March 31,
Ratio 2022 2021 % change
CRAR (%) 28.05% 37.20% -24.60%
CRAR - Tier | Capital (%) 27.43% 36.54% -24.94%
CRAR - Tier Il Capital (%) 0.62% 0.66% -5.71%
Liquidity Coverage Ratio* Not Applicable|  Not Applicable| Not Applicable

"Not Applicable as the Company is o Non-Deposit taking NBFC with an ass
Crore as stipulated in the Master Directions.

CRAR : (Tier | Captital + Tier Il Capital) / Total Risk Weighted Assets
CRAR - Tier | Capital : Tier | Capital / Total Risk Weighted Assets
CRAR - Tier Il Capital : Tier Il Capital / Total Risk Weighted Assets

et size of less than Rs. 5,000




InCred Financial Services Limited
Notes to the Consolidated Financial Statements
47 .Other Statutory Information

During the current year and previous year:

(i) The Group do not have any Benami property, where any proceeding has been initiated or pending against the Group for
holding any Benami property.

(i) The Group do not have any transactions with companies struck off.

(iii)
The Group do not have any charges or satisfaction which is yet to be registered with ROC beyond the statutory period.

(iv) The Group has not traded or invested in Crypto currency or Virtual Currency.

(v) The quarterly statement of current assets submitted to banks / financial institutions which are provided as security
against the borrowings are in agreement with the books of accounts.
Funding Transactions:

(vi} (a) On 20 September 2021, the Board of Directors had approved investment in equity for an aggregate amount of upto Rs.
999.87 lakhs in Booth Fintech Private Limited ("BFPL"} (a wholly owned subsidiary of the Group). Subsequently, BFPL
subscribed to 17,240 equity shares of mValu Technology Services Private Limited {an Associate Group of BFPL) on 20
September 2021 at a price of Rs. 5,797 (including premium of Rs. 5,787) per share aggregating to Rs. 999.40 lakhs, The
transactions are in compliance with the relevant provisions of the Companies Act, 2013 and are not violative of the
Prevention of Money-Laundering Act, 2002 (15 of 2003). Further the provisions of Foreign Exchange Management Act,
1999 (42 of 1999) are not applicable to the transactions.

(vi){b) Except as disclosed above, the Group has not advanced or loaned or invested funds to any other person(s) or entity(ies),
including foreign entities (Intermediaries) with the understanding (whether recorded in writing or otherwise) that the
Intermediary shall :

(1) directly or indirectly lend or invest in other persons or entities identified in any manner whatsoever by or on behalf of
the Group (Ultimate Beneficiaries) or
() provide any guarantee, security or the like to or on behalf of the Ultimate Beneficiaries

{vii) (a} On 28 April 2021, the InCred Management and Technology Services Private Limited ("IMTSPL") and Booth Fintech Private
Limited ("BFPL") (wholly owned subsidiaries of the Group) had borrowed Inter Corporate Deposit from InCred Capital
Financial Services Pvt Ltd ("ICFSPL"), of Rs. 2000 lakhs. The amount was used to further invest as Inter Corporate Deposit
to InCred Financial Services Limited ("IFSL"}, the Parent. The transactions are in compliance with the relevant provisions of
the Companies Act, 2013 and are not violative of the Prevention of Money-Laundering Act, 2002 (15 of 2003). Further the
provisions of Foreign Exchange Management Act, 1999 (42 of 1999) are not applicable to the transactions.

(vii){b) Except as disclosed above, the Group have not received any fund from any person{s) or entity(ies), including foreign
entities (Funding Party) with the understanding (whether recorded in writing or otherwise) that the Group shall;
(1) directly or indirectly lend or invest in other persons or entities identified in any manner whatsoever by or on behalf of
the Funding Party (Ultimate Beneficiaries) or

(I1) provide any guarantee, security or the like on behalf of the Ultimate Beneficiaries
(viii) The Group have not any such transaction which is not recorded in the books of accounts that has been surrendered or

disclosed as income during the year in the tax assessments under the Income Tax Act, 1961 (such as, search or survey or

any other relevant provisions of the Income Tax Act, 1961,
(ix) There are no scheme of arrangements which have been filed by the Group under the Act and which have been approved

by the competent authority u/s 232 to 237 of the Act. For details of Scheme of arrangement filed by the Group with NCLT
refer Note no 45,

(x) The Group, being a Non-Banking Financial Group ("NBFC") registered with the Reserve Bank of India as a systematically
important NBFC, the provisions of sec 2(87) read with Companies (Restriction an number of Layers) Rules, 2017 are not
applicable. '

(xi) The Group has not been declared as wilful defaulter by any bank or financial institution or any other lender.

{xii) The Group has not revalued any property plant and equipment and intangible assets.
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InCred Financial Services Limited
Notes to the Consolidated Financial Statements

49, Investments in associates

The Groups interests in associates are:

Principal
M d of
Name of associate place of s ' Proportion of stake
: accounting
busines
mValu Technology Services Private Limited India Equity Method 47.39%
Summarised financial information in respect of Group’s associates is set out below:
(Rs. in lakhs)
As at As at

Particulars

March 31, 2022

March 31, 2021

A) Summarised Statement of net assets

Financial assets 1,801.63 2,136.84
Non-Financial assets 299.03 332.31
Total assets (1) 2,100.66 2,469,15
Financial liabilities 47.78 105.32
Non-Financial liabilities 8.82 36.57
Total liabilities (1) 56.60 141.89
Net assets (I - I1) 2,044.06 2,327.26
Group's share % 47.39% 40.96%
Group's share in amount 968.68 953.24
Carrying amount of Investment 4,276.47 3,697.97
(Rs. in lakhs)

Particulars

For the year ended

For the year ended

March 31, 2022 March 31, 2021
B) Summarised Statement of Profit and Loss
Revenue from operation 3.79 6.85
Other income 123.91 215.88
Total income (1) 127.70 222,73
Finance costs 3.78 65.69
Employee benefits expenses (58.06) 757.26
Depreciation, amortization and impairment 32.90 49.16
Others expenses 1,037.25 204.07
Total expenses (l1) 1,015.87 1,076.18
Loss before tax (111 = I-11) (888.17) (853.45)
Tax expense - .
Loss after tax (V = [1I-1V) (888.17) (853.45)
Other Comprehensive income - -
Total Comprehensive income (888.17) (853.45)
Group's share % 47.39% 40.96%
Group share in Amount in Profit and loss (A) (420.90) (349.57)
Group share in Amount in Other Comprehensive Income {(B) - -
Total Group share in Amount (A+B) (420.90) (349.57)

AR




InCred Financial Services Limited
Notes to the Consolidated Financial Statements

50. Ageing Schedule
(Rs. in lakhs}

Clloht Bt iane Outstanding for following periods from due date of payment

Particulars ; e lessthan  [6months—| . |, o |More than Total
6 Months 1 year Y ¥ 3 years

As at March 31, 2022
{A)} Trade receivables
Unsecured, considered good - 108.74 B 2 - = 108.74
Unsecured, considered doubtful - # - - . - [

(B) Other receivables
Unsecured, considered good - z = 4 < -
Unsecured, considered doubtful - = i . - - R

As at March 31, 2021
(A) Trade receivables
Unsecured, considered good - 8.87 5 w . - 8.87
Unsecured, considered doubtful - = - & B $ =

(8) Trade receivables
Unsecured, considered good - - - - - . &
Unsecured, considered doubtful - - - S i e

Goodwill impairment

For impairment testing, goodwill acquired through business combinations with indefinite lives has been allocated to the against investments in
subsidiary companies , i.e., InCred Management and Technology Services Private Limited and Booth Fintech Private Limited.

The Group has performed its annual impairment test for years ended 31 March 2022 and 31 March 2021. It is concluded that the fair value less
costs of disposal exceeds the value in use. As a result of this analysis, management has not recognised any impairment charge against the
goodwill.

52. Reversal of Compound Interest

As per guidelines issued by RBI on 'Asset Classification and Income Recognition following the expiry of Covid-19 regulatory package' dated April
7, 2021 and the Indian Banks' Association ('IBA') advisory letter dated April 19, 2021, the Group had put in place a Board approved policy to
refund/ adjust the ‘interest on interest’ charged to borrowers during the moratorium period i.e. March 1, 2020 to August 31, 2020. The Group
had provided for reversal of interest on interest amounting to Rs. 106.64 lakhs in the previous year.

53, Previous year's figures have been regrouped/reclassified, wherever necessary, to correspond with the current year's
classification/disclosure.

54, Previous year figures have been audited by another firm of chartered accountants.




There have been no significant events after the reporting date that require disclosure in these financial statements,

As per our report of even date

As per our report of even date

For 5. R. Batliboi & Associates LLP For and on behalf of the Board of Directors of
Chartered Accountants InCred Financial Services Limited
|CAl Firm Registration No.: 101049W/E300004 CIN: U74899MH1991PLC340312
Saweslx LJav 14, 0 I U"S"P
per Sarvesh Warty Bhupinder Singh Vivek Bansal
Partner Whoie Time Director and CEO  Whole Time Director and CFO
Membership No: 121411 DIn: 07342318 DIN: 07835456
Place: Mumbai

Date: April 29, 2022

Gajendra Thakur
Company Secretary
Membership No: A19285

Place: Mumbai
Date: April 29, 2022




V. C. SHAH & CO.

CHARTERED ACCOUNTANTS

205-206, Regent Chambers, 2" Floor, Jamnalal Bajaj Road, 208, Nariman Point, Mumbai 400 021. Tel.: 022 - 43440123 email- veshahco@vcshah.com

AUDITOR’S REPORT UNDER “NON-BANKING FINANCIAL COMPANIES AUDITOR’S REPORT (RESERVE
BANK) DIRECTIONS, 2016”

To,
The Board of Directors of
KKR INDIA FINANCIAL SERVICES LIMITED

1. We have audited the financial statements of KKR INDIA FINANCIAL SERVICES LIMITED, which
comprise the Balance Sheet as at 31st March, 2022, the Statement of Profit and Loss (including
Other Comprehensive Income), the Statement of Cash Flows and the Statement of Changes in
Equity, for the year then ended, and notes to the financial statements including a summary of
significant accounting policies and other explanatory information, and issued our audit opinion vide
our Independent Auditors’ Report dated May 4, 2022 thereon. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion of these
financial statements based on our audit. Our audit was conducted in the manner specified in
paragraph— ‘Auditor’s Responsibilities for the Audit of the Financial Statements’ of the said report.

2. As required by the Non-Banking Financial Companies Auditor’s Report (Reserve Bank) Directions,
2016 (‘the Directions’) issued by Reserve Bank of India (‘RBI’), based on our audit referred to in
paragraph 1 above and information and explanations given to us, which to the best of our
knowledge and belief were necessary for this purpose, we furnish hereunder our report on the
matters specified in paragraphs 3 and 4 of the said Directions, to the extent applicable to the
company:

A. ltem 3(A) of the Directions:

i. The Company is engaged in the business of a non-banking financial institution (‘NBF!’), as defined in
section 45-| (a) of the Reserve Bank of India Act, 1934 (‘the Act’) requiring it to obtain a Certificate of
Registration (‘CoR’) under section 45-IA of the Act. The Company was registered with the RBI as an
NBFI without accepting public deposits vide CoR No. B-07.00498 dated November 14, 2019 and vide
fresh CoR No.B-13.02417 dated August 2, 2021, consequent upon change of its registered office.

ii. The Company has been engaged in the business of providing structured and wholesale finance to
Indian corporates. The Principal Business Criteria (Financial asset / income pattern) has been
determined by the Management in accordance with the audited financial statements as on 31st
March, 2022, computed in the manner laid down in RBI circular No. DNBS (PD) CC NO 81/03.05.002
/ 2006- 07 dated 19th October, 2006 and Para 85 of Master Direction- Non- Banking Financial
Company —Systemically Important Non- Deposit taking Company and Deposit taking Company
(Reserve Bank) Directions, 2016. The Company has continued to be engaged in the aforesaid
business during the FY 2021-22 and accordingly the income from financial assets is more than 50

percent of the gross income, however, the financial assets as on 31st March, 2022 are not more
than 50 percent of its total assets as given below:

Sr. No. | Particulars Details
1. Asset- Income pattern:
(a) % of Financial Assets to Total Assets Financial Assets to Total Assets - 39%

{b) % of Financial Income to Gross Income Financial Income to Gross Income - 88%
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As determined in accordance with the audited financial statements for the year ended 31% March,
2022, the non-banking financial company has the required net owned fund as laid down in Master
Direction- Non- Banking Financial Company —Systemically Important Non- Deposit taking Company
and Deposit taking Company (Reserve Bank) Directions, 2016.

item 3(C) of the Directions:

The Board of Directors has passed a resolution dated April 11, 2021, for the non-acceptance of
public deposits.

The Company has not accepted any public deposits during the year under report.

The financial statements have been prepared by Management in accordance with the Indian
Accounting Standards specified under section 133 of the Companies Act, 2013, read with Companies
(Indian Accounting Standards) Rules, 2015, as amended. Accordingly, the Company has complied
with the Ind-AS vis-a-vis the prudential norms relating to income recognition, assets classification
and provisioning for bad and doubtful debts, as applicable to it during the financial year ended
March 31, 2022, in terms of Non-Banking Financial Company-Systemically Important Non-Deposit
taking Company and Deposit taking Company (Reserve Bank) Directions, 2016.

The annual statement of capital funds, risk assets / exposures and risk asset ratio (NBS — 7) has been
furnished to the RBI within the stipulated period as specified by RBI, based on the unaudited books
of account. The Company had correctly arrived at and disclosed the capital adequacy ratio (CRAR),
based on the unaudited books of account, in the return submitted to the RBI in Form NBS — 7 and
such ratio is in compliance with the minimum CRAR prescribed by the RBI.

The Non-Banking Financial Company is not a NBFC-Micro Finance Institutions (MFI) during the
financial year ended March 31, 2022, as defined in the Non-Banking Financial Company-
Systemically Important Non- Deposit taking Company and Deposit taking Company (Reserve Bank)
Directions, 2016.

Other Matters:

The concentration of credit / investment for applicable NBFC, as specified in paragraph 23 of the
RBI/DNBR/2016-17/45 Master Direction DNBR.PD.008/03.10.119/2016-17 September 01, 2016, on
Master Direction - Non-Bankihg Financial Company - Systemically Important Non-Deposit taking
Company and Deposit taking Company (Reserve Bank) Directions, 2016 (as amended from time to
time) is as stated below:

No applicable NBFC shall,

(i) lend to

(a) any single borrower exceeding fifteen per cent of its owned fund; and

(b) any single group of borrowers exceeding twenty-five per cent of its owned fund;

(i) invest in

(a) the shares of another company exceeding fifteen per cent of its owned fund; and

(b) the shares of a single group of companies exceeding twenty-five per cent of its owned fund;

(iii} lend and invest (loans/ investments taken together) exceeding

(a) twenty-five per cent of its owned fund to a single party; and

(b) forty per cent of its owned fund to a single group of parties.




&?.},«?‘i . RN

However, as on March 31, 2022, and during the financial year 2021-22, the Company has exceeded
the lending limit of single borrower of 15% of its owned fund as prescribed in the Master Direction.
Refer Note No0.44.9(D) to the audited financial statements of the Company for the year ended March
31, 2022.

Restriction on use:

This report is issued solely for reporting on the matters specified in paragraphs 3 and 4 of the
Directions, and is not intended to be used or distributed for any other purpose.

For V. C. Shah & Co.
Chartered Accountants
Firm Registration No.109818wW

Viral J. Shah

Partner

Membership No.: 110120
Mumbai, May 5, 2022
UDIN: 22110120AIMTCL7758






V. C. SHAH & CO.

CHARTERED ACCOUNTANTS

205-206, Regent Chambers, 2* Floor, Jamnalal Bajaj Road, 208, Nariman Point, Mumbai 400 021. Tel.: 022 - 43440123 email- vcshahco@vcshah.com
INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF KKR INDIA FINANCIAL SERVICES LIMITED
Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of KKR INDIA FINANCIAL SERVICES
LIMITED (the “Company”), which comprise the Balance Sheet as at March 31, 2022, the Statement
of Profit and Loss (including Other Comprehensive Income), the Statement of Changes in Equity and
the Statement of Cash Flows for the year ended on that date and a summary of significant
accounting policies and other explanatory information (hereinafter referred to as the “financial
statements”).

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid financial statements give the information required by the Companies Act, 2013 (the
“Act”) in the manner so required and give a true and fair view in conformity with the Indian
Accounting Standards prescribed under section 133 of the Act read with the Companies (Indian
Accounting Standards) Rules, 2015, as amended, (“Ind AS”) and other accounting principles generally
accepted in India, of the state of affairs of the Company as at March 31, 2022 and its loss, total
comprehensive income, changes in equity and its cash flows for the year ended on that date.

Basis for Opinion

We conducted our audit of the financial statements in accordance with the Standards on Auditing
(“SAs”) specified under section 143(10) of the Act. Our responsibilities under those Standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section
of our report. We are independent of the Company in accordance with the Code of Ethics issued by
the Institute of Chartered Accountants of India (“ICAI") together with the ethical requirements that
are relevant to our audit of the financial statements under the provisions of the Act and the Rules
made thereunder, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the ICAl's Code of Ethics. We believe that the audit evidence obtained by us is
sufficient and appropriate to provide a basis for our audit opinion on the financial statements.

Emphasis of matter
We draw attention to Note No.62 to the financial statements, regarding the proposed demerger of
InCred Financial Services Limited (demerged undertaking) into the Company by way of composite

scheme of amalgamation and arrangement.

The above matter does not have any impact on the current financial statements and accordingly our
opinion is not modified in respect of this matter.

Information Other than the Financial Statements and Auditor’s Report Thereon

The Company’s Board of Directors is responsible for the other information. The other information
comprises the information included in the Director’s Report but does not include the financial
statements and our auditor’s report thereon.




Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained during the course of our audit or otherwise
appears to be materially misstated. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard. :

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the Act with
respect to the preparation of these financial statements that give a true and fair view of the financial
position, financial performance, including other comprehensive income, changes in equity and cash
flows of the Company in accordance with the Ind AS and other accounting principles generally
accepted in India. This responsibility also includes maintenance of adequate accounting records in
accordance with the provisions of the Act for safeguarding the assets of the Company and for
preventing and detecting frauds and other irregularities; selection and application of appropriate
accounting policies; making judgments and estimates that are reasonable and prudent; and design,
implementation and maintenance of adequate internal financial controls, that were operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statements that give a true and fair view and are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Board of Directors either intends
to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is also responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with SAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

» ldentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
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override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Act, we are
also responsible for expressing our opinion on whether the Company has adequate internal
financial controls system in place and the operating effectiveness of such controls.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern. '

* Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

Other Matter

The financial statements of the Company for the year ended March 31, 2021, were audited by

another firm of Chartered Accountants under the Companies Act, 2013, who, vide their report dated

June 28, 2021, expressed an unmodified opinion on those financial statements.

Report on Other Legal and Regulatory Requirements

1. Asrequired by the Companies (Auditor’s Report) Order, 2020 (“the Order”) issued by the Central
Government of India in terms of section” 143(11) of the Act, we give in “Annexure A”, a
statement on the matters specified in paragraphs 3 and 4 of the Order, to the extent applicable.

2. (A) Asrequired by Section 143(3) of the Act, based on our audit we report that:

a) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

b) In our opinion, proper books of account as required by law have been kept by the Company
so far as it appears from our examination of those books.




d)

e)

f)

(C)

The Balance Sheet, the Statement of Profit and Loss including Other Comprehensive
Income, Statement of Changes in Equity and the Statement of Cash Flows dealt with by this
Report are in agreement with the books of account.

In our opinion, the aforesaid financial statements comply with the Ind AS specified under
Section 133 of the Act read with the Companies (Indian Accounting Standards) Rules, 2015,
as amended.

On the basis of the written representations received from the directors as on March 31,
2022, taken on record by the Board of Directors, none of the directors is disqualified as on
March 31, 2022, from being appointed as a director in terms of Section 164(2) of the Act.

With respect to the adequacy of the internal financial controls over financial reporting of
the Company and the operating effectiveness of such controls, refer to our separate Report
in “Annexure B”. Our report expresses an unmodified opinion on the adequacy and
operating effectiveness of the Company’s internal financial controls over financial reporting.

With respect to the other matters to be included in the Auditor’s Report in accordance with
the requirements of section 197 (16) of the Act, as amended:

In our opinion and to the best of our information and according to the explanations given to
us, the remuneration paid by the Company to its directors during the year is in accordance
with the provisions of section 197 of the Act.

With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, as amended, in our opinion and
to the best of our information and according to the explanations given to us:

i.  The Company has disclosed the impact of pending litigations on its financial position in
its financial statements — Refer Note No.41 to the financial statements.

ii. The Company did not have any long-term contracts including derivative contracts for
which there were any material foreseeable losses — Refer Note No.46 to the financial
statements.

iii. There were no amounts which were required to be transferred to the Investor
Education and Protection Fund by the Company.

iv. (a) The Management has represented that, to the best of its knowledge and belief, as
disclosed in the Note No.6 to the financial statements, during the year, no funds
(which are material either individually or in the aggregate) have been advanced or
loaned or invested (either from borrowed funds or share premium or any other
sources or kind of funds) by the Company to or in any other person(s) or entity(ies),
including foreign entities (“Intermediaries”), with the understanding, whether
recorded in writing or otherwise, that the Intermediary shall, directly or indirectly
lend or invest in other persons or entities identified in any manner whatsoever by or
on behalf of the Company (“Ultimate Beneficiaries”) or provide any guarantee,
security or the like on behalf of the Ultimate Beneficiaries;

(b) The Management has represented, that, to the best of its knowledge and belief, as
disclosed in the Note No.16 to the financial statements, during the year, no funds
(which are material either individually or in the aggregate) have been received by the




Company from any person(s) or entity(ies), including foreign entities (“Funding
Parties”), with the understanding, whether recorded in writing or otherwise, that the
Company shall, directly or indirectly, lend or invest in other persons or entities
identified in any manner whatsoever by or on behalf of the Funding Party (“Ultimate

Beneficiaries”) or provide any guarantee, security or the like on behalf of the
Ultimate Beneficiaries;

(c) Based on the audit procedures performed that have been considered reasonable and
appropriate in the circumstances, nothing has come to our notice that has caused us
to believe that the representations under sub-clause (i) and (ii) of Rule 11(e), as
provided under (a) and (b) above, contain any material misstatement.

v. The Company has the not declared or paid dividend during the year. Accordingly,
reporting under Rule 11(f) of the Companies (Audit and Auditors) Rules 2014, is not
applicable to the Company during the year under report.

For V. C. Shah & Co.
Chartered Accountants
ICAI Firm Registration No.109818W

Viral J. Shah

Partner

Membership No.: 110120
Place: Mumbai

Date: May 5, 2022

UDIN: 22110120AIMTCL7758




ANNEXURE ‘A’ TO THE INDEPENDENT AUDITOR’S REPORT

(Referred to in paragraph 1 under ‘Report on Other Legal and Regulatory Requirements’ section of
our report of even date to the Members of KKR INDIA FINANCIAL SERVICES LIMITED on the Ind AS
financial statements for the year ended March 31, 2022)

Based on the audit procedures performed for the purpose of reporting a true and fair view on the
Ind AS financial statements of the Company and to the best of our information and according to the
explanations provided to us by the Company and the books of account and records examined by us
in the normal course of audit, we report that:

iii.

(a) The Company has maintained proper records showing full particulars, including quantitative
details and situation of Property, Plant and Equipment. The Company has also maintained
proper records showing full particulars of intangible assets.

(b) The Property, Plant and Equipment at the year end have been physically verified by the
management. An assessment of the Property, Plant and Equipment was conducted during
the year and discrepancies observed have been properly dealt with in the books of account.

(c) According to the information and explanations given to us, there are no immovable
properties, and accordingly, the requirements of reporting under paragraph 3(i)(c) of the
Order are not applicable to the Company.

(d) According to the information and explanations given to us, the company has not revalued its
Property, Plant and Equipment (including Right of Use assets) or intangible assets or both
during the year. Accordingly, the requirements of reporting under paragraph 3{(i)(d) of the
Order are not applicable to the Company.

(e} According to the information and explanations given to us and as represented by the
management of the Company, no proceedings have been initiated during the year or are
pending against the Company as at March 31, 2022 for holding any benami property under
the Benami Transactions (Prohibition) Act, 1988 (as amended in 2016) and rules made
thereunder.

(a) The Company is in the business of rendering financial services and consequently, does not
hold any inventory. Accordingly, reporting under paragraph 3(ii)(a) of the Order is not
applicable to the Company.

(b) The Company has been sanctioned/renewed working capital limits in excess of X 5 crores in
aggregate during the year, from banks, on the basis of security of loans and advances /
receivables of the Company. The quarterly returns or statements filed by the company with
such banks are in agreement with the books of account of the Company.

According to the information and explanations given to us and on the basis of the records of the
Company examined by us, the Company has not provided any guarantees or securities. The
Company has made investments in companies and granted secured and unsecured loans to
other parties, in respect of which:

(a) The Company is a financial services company whose principal business is to give loans.

Accordingly, reporting under paragraph 3(iii)(a) and 3(iii)(e) of the Order are not applicable
to the Company.

(b) There are no fresh investments made or loans and advances granted by the Company during
the year. Accordingly, reporting under paragraph 3(iii)(b) of the Order is not applicable to
the Company for the year under report.

(c) In respect of loans and advances granted by the Company, the schedule of repayment of
principal and payment of interest has been stipulated and the repayments of principal




amounts and receipts of interest are regular except in case of the following loans:

Name of the | AmountRs. Due date Date of receipt of overdue, if | Remarks, if any
Entity any
RA Associates Interest overdue as on | 30.04.2021 | Receipt dates
30.04.2021 INR INR 6,755,555 - 05.05.2021
11,603,394 INR 2,464,000 - 12.05.2021
INR 2,383,838 - 15.05.2021
RA Associates Interest overdue as on | 31.05.2021 | Receipt dates
31.05.2021 INR INR 7,692,829 - 02.06.2021
16,981,418 INR 9,288,589 - 03.06.2021
Walchandnagar Principal and interest | 31.03.2021 | Receipt towards Principal from | Written off on
Industries Limited | overdue as on July-Mar-22 is INR | 31.03.2022
31.03.2021 INR 417,741,202 Principal - INR
180,930,992 & INR 972,867,209
10,526,339 respectively Interest - INR
Walchandnagar Interest overdue as on | 30.06.2021 437,008,899
Industries Limited | 30.06.2021 INR
30,159,081
Walchandnagar Principal and interest | 02.07.2021
Industries Limited | overdue as on
02.07.2021 INR
1,286,781,198 & INR
413,194,640 respectively
Apollo Princiapl overdue & | 30.06.2021 | The account was classified as
International Interest overdue as on NPA & written off on
Limited 30.06.2021 is INR 30.09.2021 with INR
730,000,000 & INR 659,999,000 towards principal
234,968,464 respectively and INR 234,764,200 towards
interest . Post write off, there
is recovery of full principal and
interest to the extent of INR
75,839,559 during Oct 21 - Jan
22
Amanta Principal and interest | 30.09.2021 | Receipt dates
Healthcare overdue as on INR 27,000,000 - 22,12,2021
Limited 1 30.09.2021 INR INR 4,438,134 - 22,12.2021
27,000,000 & INR
4,438,134 respectively
Amanta Principal and interest | 30.09.2021 | Receipt dates
Healthcare overdue as on INR 123,678,476 - 22,12.2021
Limited 2 30.09.2021 INR INR 33,354,767 - 22.12,2021
123,678,476 & INR
33,354,767 respectively
Amanta Interest overdue as on | 31.12.2021 | Received on 25.02.2022
Healthcare 31.12.2021 INR
Limited 1 1,831,808
Amanta Interest overdue as on | 31,12.2021 | Received on 25.02,2022
Healthcare 31.12.2021 INR
Limited 2 7,649,358
Amanta On 30.03.2022 both loans were restructured hence classified as NPA. Entire amount of
Healthcare Principal towards loan 1 and 2, amounting to INR 750,900,000 and Int 11,686,408 received
Limited 1 in cash and INR 50,000,000 in form of RPS. Under terms of OTS balance amount of Interest
Amanta of INR 370,581,098 and RPS of 50,000,000 are written off.
Healthcare

Limited 2




vi.

vii.

viii. According to the information and explanations given to us and on the basis of our audit
procedures, there were no transactions relating to previously unrecorded income that have

(d) According to the information and explanations given to us and on the basis of the records of
the Company examined by us, in respect of loans and advances given, there is no amount of
principal or interest that is overdue for more than ninety days as at the balance sheet date.
Accordingly, reporting under paragraph 3(iii)(d) of the Order is not applicable to the
Company.

(e) The Company has not granted any loans or advances in the nature of loans during the year,

that are either repayable on demand or without specifying any terms or period of

repayment. Accordingly, reporting under paragraph 3(iii)(f) of the Order is not applicable for
the year under report.

In our opinion and according to the information and explanations given to us, there are no
loans, investments, guarantees and securities granted in respect of which provisions of section
185 and 186 of the Companies Act, 2013, are applicable. Accordingly, reporting under paragraph
3(iv) of the Order is not applicable to the Company.

In our opinion and according to the information and explanations given to us, the Company has
not accepted any deposits or amounts which are deemed to be deposits. Accordingly, reporting
under paragraph 3(v) of the Order is not applicable to the Company.

The maintenance of cost records has not been specified by the Central Government under sub-
section (1) of section 148 of the Companies Act, 2013 for the business activities carried out by
the Company. Hence, reporting under paragraph 3(vi) of the Order is not applicable to the
Company.

In respect of statutory dues:

(a) According to the information and explanations given to us and on the basis of the records of
the Company examined by us, in our opinion, the Company is generally regular in depositing
undisputed statutory dues, including goods and services tax, provident fund, employees’
state insurance, income tax, sales tax, service tax, duty of customs, duty of excise, value
added tax, cess and other material statutory dues applicable to it with the appropriate
authorities.

According to the information and explanations given to us, there were no undisputed
amounts payable in respect of goods and services tax, provident fund, employees’ state
insurance, income tax, sales tax, service tax, duty of customs, duty of excise, value added
tax, cess and other material statutory dues in arrears as at March 31, 2022, outstanding for
a period of more than six months from the date they became payable.

Details of statutory dues referred to in sub-clause (a) above which have not been deposited as
on March 31, 2022 on account of disputes are given below:

Name of Nature of| Amount [Period to which the Forum where Remarks
the statute | the dues Rs. Amount Relates | Dispute is Pending

Income Tax | Income 1,95,230 | AY 2013-14 Commissioner of Disputed
Act, 1961 Tax Income Tax Tax




Xi.

Xii.

Xiii.

been surrendered or disclosed as income during the year in the tax assessments under the
Income Tax Act, 1961 (43 of 1961).

(a) In our opinion and according to the information and explanations given to us, the Company
has not defaulted in repayment of loans or other borrowings or in payment of any interest
thereon to any lender. Accordingly, reporting under paragraph 3(ix)(a) of the Order is not
applicable to the Company.

(b) According to the information and explanations given to us and on the basis of our audit
procedures, we report that the Company has not been declared wilful defaulter by any bank
or financial institution or government or any government authority.

(c) In our opinion and according to the information and explanations given to us, the Company
has utilized the money obtained by way of term loans for the purposes for which they were
obtained.

(d) According to the information and explanations given to us, and the audit procedures
performed by us, and on an overall examination of the financial statements of the Company,
we report that no funds raised on short-term basis have been used for long-term purposes
by the Company.

(e) On an overall examination of the financial statements of the Company, we report that the
Company has not taken any funds from any entity or person on account of or to meet the
obligations of its subsidiaries, associates or joint ventures.

(f) According to the information and explanations given to us and based on our examination of
the records of the Company, the Company has not raised loans during the year on the
pledge of securities held in its subsidiaries, joint ventures or associate companies.

(a) The Company did not raise any money by way of initial public offer or further public offer
(including debt instruments) during the year under report. Accordingly, the provisions stated in
paragraph 3(x)(a) of the Order is not applicable to the Company.

(b) During the year, the Company has not made any preferential allotment or private placement
of shares or convertible debentures (fully or partly or optionally). Accordingly, reporting
under paragraph 3(x)(b) of the Order is not applicable to the Company.

(a) During the course of our audit, examination of the books of account and records of the
Company, carried out in accordance with generally accepted auditing practices in India and
according to the information and explanations given to us, no instance of material fraud by
the Company or on the Company has been noticed or reported during the year, nor have we
been informed of any such case by the management of the company.

(b) No report under sub-section {12) of section 143 of the Companies Act has been filed in Form
ADT- 4 as prescribed under Rule 13 of Companies (Audit and Auditors) Rules, 2014 with the
Central Government, during the year and upto the date of this report.

(c) As represented by the management, there were no whistle blower complaints received by
the Company during the year.

The Company is not a Nidhi Company, hence, reporting under paragraph 3(xii) of the Order is
not applicable to the Company.

According to the information and explanations provided to us and based on our examination of
the records of the Company, in our opinion, the Company is in compliance with Section 177 and
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XV.

Xvi.

xvii.

Xviii.

XiX.

188 of the Companies Act, 2013 with respect to applicable transactions with the related parties
and the details of related party transactions have been disclosed in the financial statements as
required by the applicable accounting standards.

(a) In our opinion, the Company has an adequate internal audit system commensurate with the
size and the nature of its business.

(b) We have considered, the internal audit reports for the year under audit, issued to the
Company during the year and till date, in determining the nature, timing and extent of our
audit procedures.

According to the information and explanations given to us, in our opinion, during the year the
Company has not entered into any non-cash transactions with its directors or persons connected
with its directors. Hence, the provisions of section 192 of the Companies Act, 2013, are not
applicable to the Company.

(a) The Company is required to and has been registered under Section 45-1A of the Reserve
Bank of India Act, 1934. It has obtained the certificate of registration vide CoR No.B-
07.00498 dated November 14, 2019 and vide fresh CoR No0.B-13.02417 dated August 2,
2021, consequent upon change of its registered office.

(b) The Company is not a Core Investment Company (CIC) as defined in the regulations made by
the Reserve Bank of India. Accordingly, reporting under paragraph 3(xvi)(c) of the Order is
not applicable to the Company.

(c) According to the information and explanations provided to us, there is no core investment
company within the Group (as defined in the Core Investment Companies (Reserve Bank)
Directions, 2016) and accordingly reporting under paragraph 3(xvi)(d) of the Order is not
applicable.

The Company has not incurred cash losses during the financial year covered by our audit and the
immediately preceding financial year. Hence, reporting under paragraph 3(xvii) of the Order is
not applicable to the Company.

During the year, there has been resignation of the previous Statutory Auditors, MSKA &
Associates, on account of the applicability of the guidelines issued for Appointment of Central
Statutory Auditors (SCAs)/Statutory Auditors (SAs) of Commercial Banks (excluding RRBs) UCBs
and NBFCs (including HFCs) dated 27th April, 2021 issued by Reserve Bank of India, whereby the
previous auditors were not eligible to carry out the audit. We have received the No objection
certificate from the previous auditors and there was no concern raised by the previous auditors.

According to the information and explanations given to us and on the basis of the financial
ratios, ageing and expected dates of realisation of financial assets and payment of financial
liabilities, other information accompanying the financial statements and our knowledge of the
Board of Directors and management plans and based on our examination of the evidence
supporting the assumptions, nothing has come to our attention, which causes us to believe that
any material uncertainty exists as on the date of the audit report indicating that Company is not
capable of meeting its liabilities existing at the date of balance sheet as and when they fall due
within a period of one year from the balance sheet date. We, however, state that this is not an
assurance as to the future viability of the Company. We further state that our reporting is based
on the facts up to the date of the audit report and we neither give any guarantee nor any
assurance that all liabilities falling due within a period of one year from the balance sheet date,




XX.

will get discharged by the Company as and when they fall de.

According to the information and explanations provided to us and in our opinion, there are no
amounts required to be spent by the Company on CSR activities. Accordingly, reporting under

paragraphs 3(xx)(a) and 3(xx)(b) of the Order is not applicable to the Company for the year
under report.

For V. C. Shah & Co.
Chartered Accountants
ICAI Firm Registration No.109818W

Viral J. Shah

Partner

Membership No.: 110120
Place: Mumbai

Date: May 5, 2022

UDIN: 22110120AIMTCL7758




ANNEXURE “B” TO THE INDEPENDENT AUDITOR’SREPORT
(Referred to in paragraph 2(f) under ‘Report on Other Legal and Regulatory Requirements’ section

of our report of even date to the Members of KKR INDIA FINANCIAL SERVICES LIMITED on the Ind
AS financial statements for the year ended March 31, 2022)

Report on the Internal Financial Controls Over Financial Reporting under Clause (i) of sub- section 3
of Section 143 of the Companies Act, 2013 (the “Act”)

We have audited the internal financial controls over financial reporting of KKR INDIA FINANCIAL
SERVICES LIMITED (the “Company”) as of March 31, 2022 in conjunction with our audit of the Ind AS
financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Management of the Company is responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the Company
considering the essential components of internal control stated in the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants
of India (the “ICAI”). These responsibilities include the design, implementation and maintenance of
adequate internal financial controls that were operating effectively for ensuring the orderly and
efficient conduct of its business, including adherence to company’s policies, the safeguarding of its
assets, the prevention and detection of frauds and errors, the accuracy and completeness of the
accounting records, and the timely preparation of reliable financial information, as required under
the Act.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over financial
reporting of the Company based on our audit. We conducted our audit in accordance with the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the “Guidance
Note”) issued by the ICAI and the Standards on Auditing prescribed under Section 143(10) of the
Companies Act, 2013, to the extent applicable to an audit of internal financial controls. Those
Standards and the Guidance Note require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether adequate internal financial controls
over financial reporting was established and maintained and if such controls operated effectively in
all materialrespects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness. Our audit
of internal financial controls over financial reporting included obtaining an understanding of internal
financial controls over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk. The procedures selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained, is sufficient and appropriate to provide a basis
for our audit opinion on the Company’s internal financial controls system over financial reporting.

Meaning of Internal Financial Controls over Financial Reporting

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial




statements for external purposes in accordance with generally accepted accounting principles. A
company's internal financial control over financial reporting includes those policies and procedures
that

(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company
are being made only in accordance with authorisations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorised acquisition, use, or disposition of the company's assets that could have a material
effect on the financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting, including
the possibility of collusion or improper management override of controls, material misstatements
due to error or fraud may occur and not be detected. Also, projections of any evaluation of the internal
financial controls over financial reporting to future periods are subject to the risk that the internal
financial control over financial reporting may become inadequate because of changes in conditions,
or that the degree of compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, to the best of our information and according to the explanations given to us, the
Company has, in all material respects, an adequate internal financial controls system over financial
reporting and such internal financial controls over financial reporting were operating
effectively as at March 31, 2022, based on the criteria for internal financial control over financial
reporting established by the Company considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued
by theICAI.

For V. C. Shah & Co.
Chartered Accountants
ICAl Firm Registration No.109818W

Viral J. Shah
Partner
Membership No.: 110120
Place: Mumbai

Date: May 5, 2022

UDIN: 22110120AIMTCL7758






KKR INDIA FINANCIAL SERVICES LIMITED
BALANCE SHEET AS AT MARCH 31, 2022

ASSETS
(1) |Financial assets
(a) Cash and cash equivalents 4 3,680.21 7,092.72
(b} Receivables 5
Trade Receivables - -
{©) Loans 6 5,928.38 13,826.60
(d) Investments 7 - 59.62
(e) Other financial assets 8 10.59 39.83
Total Financial Assets 9,619.18 21,018.77
(2) _ |Non-Financial assets
(a) Current Tax Assets (Net) 9 362.28 1,017.85
(b) Deferred tax assets (Net) 10 5,204.68 3,003.35
{c) Property, plant and equipment 11 - 73.04
(d) Other Intangible asset 12 - 1.70
(e) Other non-financial assets 13 65.09 40.55
Total Non-Financial Assets 5,632.05 4,136.49
Total Assets 15,251.23 25,155.26
LYABILITIES AND EQUITY
LIABILYTIES
(1) |Financial Liabilities
(a) Payables
Trade Payables 14
(i) total outstanding dues of micro enterprises and small 0.12 -
enterprises
(i) total outstanding dues of creditors other than micro 167.48 59.93
enterprises and small enterprises
(b) Debt Securities 15 - 2,594.03
(c) Borrowings (Other than Debt Securities) 16 4,337.95 9,963.10
(d) Other financial liabilities 17 76.07 1,738.73
Total Financial Liabilities 4,581.62 14,355.79
(2) Non-Financial Liabilities
(a) Current tax liabilities (Net) 18 0.65 5.13
(b) Provisions 19 6.81 22.69
(3] Other non-financial liabilities 20 24.20 68.24
Total Non-Financial Liabilities 31.66 96.06
Total liabilities 4,613.28 14,451.85
(3) [EQUITY
(a) Equity Share Capital 21 4,602.27 4,602.27
(b) Other equity 22 6,035.68 6,101.14
Total equity 10,637.95 10,703.41
Total equity and liahilities 15,251.23 25,155.26

The accompanying notes are an integral part of the financial statements.

In terms of our report attached
For V.C.Shah & Co. For KKR India Financial Services Limited
Chartered Accountants

ICAI Firm Regjstration No. 109818W_.
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Viral J, Shah Jlga]shah Anil Nagu hild
Partner Whole time Director Executive Director and {hief
Financial Officer
Membership No: 110120 DIN: 08496153 DIN: 00110529
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Binoy Pi

Company Secretary
Place: Mumbai Place: Mumbai

Date: ‘5“’\ Mm.\ 2009, Date: 3’6 NM, 2092



KKR INDIA FINANCIAL SERVICES LIMITED

STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED MARCH 31, 2022

(Rs. In Million)
RN b oo | Year ended -} Year ended -
.5+ Particulars [ijf NoteNo. |y 342022 | Marchiat, 2021
Revenue from Operations
() Interest Income 23 1,584.65 3,896.53
(i) Fees and commission Income 24 - 7.79
(I) |Total Revenue from Operations 1,584.65 3,904.32
(X1) |other Income 25 95.59 47.47
(IIT) |Total Income (X+X1) 1,680.24 3,951.79
Expenses
(i) Finance cost 26 917.49 2,287.50
(i) Net loss on fair value changes 27 1,176.54 2,257.30
(i) Impairment on financial instruments 28 1,078.59 (2,016.19)
{iv) Employee benefits expenses 29 232.40 320.44
) Depreciation and amortisation expense 11 25.32 28.46
{vi) Other expenses 30 506.22 733.96
(IV) [Totalexpenses 3,936.56 3,611.47
(V) |Profit / (Loss) before Tax (III-IV) {2,256.32) 340.32
Tax exp
- Current tax 33 - -
- for earlier year 19.15 {0.61)
- Deferred tax 10 (2,203.51)| 1,734.94
(VI) |Total tax expense j (2,184.36)| 1,734.33
{VII) [Net Profit/ (Loss) After Tax (71.96) (1,394.01).
(VIII) |Other comprehensive income
(i) Items that will not be reclassified to profit or loss 31 8.68 2.70
(i) Income tax relating to items that will not be reclassified to profit or loss 31 (2.18)| (0.68)
Other Comprehensive Income 6.50 2.02
(IX) _|Total comprehensive income (VII-+VEIII) (65.46) (1,391,99)
(X) |Earnings per equity share (Refer note 40)
Basic (%) 40 (0.16) (3.03)
Diluted (%) 40 (0.16) (3.03)

The accompanying notes are an integral part of the financial statements.

In terms of our report attached

For V.C.Shah & Co.

Chartered Accountants

ICAI Firm Registration No. 109818W

Viral J. Shah
Partner

Jigar Shah

Membership No: 110120

Binoy Parikh

Company Secretary

Place: Mumbai

Date::s\"f\ W\M' 09909

Whole time Director

DIN: 08496153

T M(?u,;,'l/\/

Place: Mumbai

Date: d’% MM,%ZZ

Anil Nagu
Executive Directo? and ‘Gtlief
Financial Officer
DIN: 00110529

For KKR India Financial Services Limited
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KKR INDIA FINANCIAL SERVICES LIMITED
Cash Flow statement for the year ended March 31, 2022

(Rs. In Million)
{A) Cash Flow from Operating Activities
Profit/(Loss) before Tax {2,256.32), 340.32
Adjustments for:
Depreciation and amortisation 25.32 28.46 |
Impairment on finandial instruments (Expected Credit Loss) 1,078.5% (1,866.19)
Net loss on fair value changes 1,176.54 2,291.35
Interest expense 26.91 2,249.95
Interest income 11.06 71.04
Leasehold asset written off 6.49 -
Software expenses written off 1.70 -
Pravision for Employee benefits 9.33 1541
Operating Cash Flow before Working Capital Ch 979.62 3,130.34
Adjustments for Working Capital Changes
Loans to Corporate and others 5,631.85 12,263.91
Investments 59.79 6,902.86
Trade receivables - 0.58
Other financial assets 28.24 19.64
Leased Asset - (3.70)
Other non-financial assets (24.54)) (17.19)
Trade and other payables 107.67 {6.33)
Proviston for Employee benefits {16.53), (7.49)
Other non-financial liability (44.04) -
Other Financial Liabilities (53.73) (32.01)
Cash flows used in operating activities 6,669.33 22,250.61
Income tax paid 631.95 21.53
Net Cash generated from/(used in) Operating Activities (A) 7,301.28 22,272.14
(B) Cash Flow from Investing Activities
Purchase of property plant and equipment (0.15) (1.12)!
Sale of Fixed asset 41.39 0.11
Net Cash generated from/(used in) Investing Activities (B) 41.24 (1.01)
( €) Cash Flow from Financing Activities
Debt securities repaid (2,600.00), {7,800.00),
]Bormwings (other than debt securities) taken / (repatd) (net) (5,628.61) (8,571.17),
Interest paid (2,526.42) (4,892.76)
Net Cash generated from/(used in) Financing Activities (C) (10,755.03) (21,263.93)
Net Increase/(Decrease) in Cash & Cash Equivalents (A + B + C) (3,412.51) 1,007.20
Add: Cash and cash equivalents at the beginning of the year 7,092.72 6,085.52
Cash and cash equivalents at the end of the year * 3,680.21 7,092,72
*Components of Cash and Cash Equivalents
Balances with Banks :
- In Current Accounts 857.70 25.12
- In Deposit accounts with original maturity of 3 months or less 2,822.51 7,067.60
The above Statement of Cash Flow has been prepared under the indirect method set out in Ind AS-7-Statement of Cash Flow.
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The accompanying notes are an integral part of the financial statements.

In terms of our report attached

For V.C.Shah & Co.

Chartered Accountants

ICAI Firm Registration No. 109818W

Viral . Shah
Partner

Membership No: 110120

Place: Mumbai

Date: 5») mM' 099

For KKR India Financial Services Limited

M
Jigar Shah Anil Nagu -

Whole time Director Executive Director and CRjgf
Financial Officer
DIN: 08496153 DIN: 00110529

w{lomba

Company Secretary

Place: Mumbal

Date: 5% ma-' , 2022



KKR INDIA FINANCIAL SERVICES LIM
STATEMENT OF CHANGES IN EQUITY

A.__EQUITY SHARE CAPITAL

t rtin FY 21-22

ITED

Balance at the beginning of the I

current reportxng peri

Changs in Equity.
Share Capltal due 1:0

Restated halance at|
the beginning of-

Changes in equity "
) sharer:apnal dunng

. |Balance at the
lend ofth current

{Rs. In Million)

! pnor penod errors: - |the current
EEATAPR N PSR .. .. “|réporting period : :
4,602.27 - 4,602.27 - 4,602.27
Previous reporting period (FY 20-21)
(Rs. In Million)
Balance at. the begmning of the - JChanges in Equity |Restated balance at{Changes in equity . ' |Balance atthe-... -
ric Share Capltal duetn :Hle,beginnin‘g of. share -pltzl during - P
f pnor penod errors [the previous -
Lo reporting period’ reporting period
4,602.27 - 4,602.27 - 4,602.27
B, OTHER EQUITY
(Rs. In Mllllon[
P SR I ;. -Reservesand Surplus Total :
/| Securities Premium | Retained Eamings- Statutory Reserve
D : "7 lpusuant to Section
. 45-IC of the RBI Act,.
) 1934 -
Balance as at April 1, 2021 12,436.76 (7,947.86) 1,612,24 6,101.14
Changes in accounting policy or prior - - - -
period errors
Restated balance at the beginning of the - - - -
current reporting period
Total Comprehensive Income for the - {65.46) - (65.46)
current year
Dividends - - - -
Transfer to retained earnings - - -~ -
Any other change (to be specified) - - - -
Balance as at March 31, 2022 12,436.76 (8,013.32) 1,612.24 6,035.68
(Rs. In Million}
L N Reservesand Surplus_ .~~~ - - Total- - -
:Securities Premium | Retained Earnings |Statutory Reserve - R
o *|pursuant to Secﬁo
||45-IC of the RBI Act,
1934 .- .
Balance as at April 1, 2020 12,436.76 (6,555.87) 1,612.24 7,493.13
Changes in accounting policy or prior - - - -
period errors
Restated balance at the beginning of the - - - -
previous reporting period
Total Comprehensive Income for the - (1,391.99) - (1,391.99)
previous year
Dividends - - -
Transfer to retained earnings - - -
Any other change (to be specified) - -
Balance as at March 31, 2021 12,436.76 (7,947.86) 1,612.24 6,101.14

‘The accompanying notes are an integral part of the financial statements.

In terms of our report attached

For V.C.Shah & Co.

Chartered Accountants

ICAI Firm Registration No. 109818W
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Partner
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Jigar Shah
Whole time Director
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Company Secretary
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KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 1. About the Company

KKR India Financial Services Limited (the Company), was incorporated as a private limited company on February 3, 1995 under the provisions of the Companies Act, 1956.
The Company is registered with the Reserve Bank of India as Non-deposit taking, Non-Banking Financial Company (NBFC). The Company is a Non-deposit taking,
Systemically Important NBFC as defined in Non-Banking Financial Company- Systemically Important Non-Deposit taking Company and Deposit taking Company (Reserve

Bank) Directions, 2016. )
The financial statements for the year ended March 31, 2022 were authorised for issue in accordance with a resolution of the board of directors on 5th May 2022. During

Financial year 2019-20, the Company was converted from private limited company to public limited company vide fresh Certificate of Incorporation dated July 24, 2019 issued
by the Ministry of Corporate Affairs, Registrar of Companies, Mumbai, Maharashtra.

Note 2. Significant accounting policies

b,

C.

d.

Basis of accounting and preparation of financial statements

Statement of compliance

The Financial statements have been prepared in accordance with the Indian Accounting Standards (Ind AS) on the historical cost basis except for certain financial
instruments that are measured at fair values at the end of each reporting period as explained in the accounting policies below, the relevant provisions of the Companies Act,
2013 (the Act) (to the extent notified). The Ind AS are prescribed under Section 133 of the Act read with Rule 3 of the Companies (Indian Accounting Standards) Rules, 2015
and relevant amendment rules issued thereafter.

Historical cost convention
The financial statements have been prepared on the historical cost basis except for certain finandial instruments that are measured at fair values at the end of each reporting
period, as explained in the accounting policies below.

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 andjor disclosure purposes in these financial statements is determined on such a basis, except for share based payment
transactions that are within the scope of Ind AS 102.

Fair value measurements under Ind AS are categorised into Level 1, 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, which are described as follows:

¢ Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company can access at measurement date

¢ Level 2 inputs are inputs, other than quoted prices included within level 1, that are observable for the asset or liability, either directly or indirectly; and

« Level 3 inputs are unobservable inputs for the valuation of assets or liabilities

Use of estimates

The preparation of the financial statements in conformity with Ind AS requires the Management to make estimates, judgements and assumptions, Estimates and underlying
assumptions are reviewed at each balance sheet date. Revisions to accounting estimates are recognised in the period in which the estimate is revised and future periods
affected. The application of accounting policies that require critical accounting estimates involving complex and subjective judgments and the use of assumptions in the
financial statements have been disclosed below. Accounting estimates could change from period to period. Actual results could differ from those estimates. Appropriate
changes in estimates are made as the Management becomes aware of changes in circumstances surrounding the estimates. Changes in estimates are reflected in the financial
statements in the period in which changes are made and, if material, their effects are disclosed in the notes to the financial statements.

Presentation of financial statements
The Balance Sheet and the Statement of Profit and Loss are prepared and presented in the format prescribed in the Schedule ITI to the Act. The Statement of Cash Flows has
been prepared and presented as per the requirements of Ind AS 7 “Statement of Cash Flows”.

Amounts in the financial statements are presented in Indian Rupees in millions rounded off to two decimal places as permitted by Schedule III to the Act. Per share data are
presented in Indian Rupee to two decimal places.

Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the revenue can be reliably measured and there exists
reasonable certainty of its recovery.

i. Interest and Dividend income
Interest income on financial instruments at amortised cost is recognised on a time proportion basis taking into account the amount outstanding and the effective interest rate
(EIR) applicable.

The EIR is the rate that exactly discounts estimated future cash flows of the financial instrument through the expected life of the financial instrument or, where appropriate, a
shorter period, to the net carrying amount of the financial instument. The future cash flows are estimated taking into account all the contractual terms of the instrument.

The calculation of the EIR includes all fees and points paid or received between parties to the contract that are incremental and directly attributable to the specific lending
amangement, transaction costs, and all other premiums or discounts. For finandal assets at FVTPL, transaction costs are recognised in profit or loss at initial recognition.

The interest income is calculated by applying the EIR 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 credit loss allowance). For credit-impaired financial assets the interest income is calculated by applying the EIR to the amortised cost of the
credit-impaired financial assets (l.e. the gross carrying amount less the allowance for expected credit losses (ECLs)).

Dividend income is recognised when the Company’s right to receive dividend is established by the reporting date.

ii. Fee income:
Fee income include fees other than those that are an integral part of EIR such fees are accounted as an accrual basis in the Statement of Profit and Loss.

iil. Other operational revenue:
Other operational revenue represents income earned from the activities incidental to the business and is recognised when the right to receive the income is established as per

the terms of the contract.
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KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

e. Property, plant and equipment (PPE)

f,

g

Property, plant and equipment (PPE) is recognised when it is probable that future economic benefits associated with the item will flow to the Company and the cost of the
item can be measured reliably, PPE is stated at original cost net of tax/duty credits availed, if any, less accumulated depreciation and cumulative impairment, if any. Cost
includes professional fees related to the acquisition of PPE.

Depreciation / amortization is recognised on a straight-line basis over the estimated useful lives of respective assets as under:

Assets Useful Life

Furniture and fixtures 3 years

Office equipment 3 years

Computer 3 years

Leasehold improvements amortised over the period of lease
Impairment of assets

As at the end of each accounting year, the Company reviews the carrying amounts of its property, plant and equipment to determine whether there is any indication that
those assets have suffered an impairment loss, If such indication exists, the property, plant and equipment are tested for impairment so as to determine the impairment loss,
if any.

Impairment loss is recognised when the carrying amount of an asset exceeds its recoverable amount. Recoverable amount is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If recoverable amount of an asset is estimated to be less than its carrying amount, such deficit is recognised immediately in the Statement of Profit and Loss as impairment
loss and the carrying amount of the asset is reduced to its recoverable amount.

Employee benefits

Defined contribution plans - Provident Fund
Company’s contributions to provident and other funds are charged as expense to the Statement of Profit and Loss in the period in which the service is rendered.

Defined benefit plans - Gratuity
The Company's Gratuity liability under the Payment of Gratuity Act,1972 is determined on the basis of actuarial valuation made at the end of each financial year using the
projected unit credit method.

The Company’s net obligation in respect of defined benefit plans is calculated by estimating the amount of future benefit that employees have eamned in the current and prior
periods, discounting that amount and deducting the fair value of any plan assets. The calculation of defined benefit obligations is performed annually by a qualified actuary
using the projected unit credit method.

Remeasurement of the net defined benefit liability, which comprise actuarial gains and losses, are recognised immediately in Other Comprehensive Income (OCI). Net interest
expense (income) on the net defined liability is computed by applying the discount rate, used to measure the net defined liability, to the net defined liability at the start of the
financial year after taking into account any changes as a result of payment and benefit payments during the year. Net interest expense and other expenses related to defined
benefit plans are recognised in Statement of Profit and Loss.

Short-term employee benefits

The undiscounted amount of short-term employee benefits expected to be paid in exchange for the services rendered by employees are recognised during the year when the
employees render the service. These benefits include performance incentive and compensated absences which are expected to occur within twelve months after the end of
the period in which the employee renders the related service.

Long-term employee benefits
Compensated absences which are not expected to occur within twelve months after the end of the period in which the employee renders the related service are recognised as
a liability at the present value of the defined benefit obligation as at the balance sheet date, based on actuarial valuation.

Operating Leases

Under Ind AS 116

Operating lease:

The Company evaluates each contract or arrangement, whether it qualifies as lease as defined under Ind AS 116.

The Company assesses, whether the contract is, or contains, a lease. A contract is, or contains, a lease if the contract involves—
a) the use of an identified asset,

b) the right to obtain substantially all the economic benefits from use of the identified asset, and

c) the right to direct the use of the identified asset.

The Company at the inception of the lease contract recognizes a Right-of-Use (RoU) asset at cost and a corresponding lease liability, for all lease arrangements in which it is a
lessee, except for leases with term of less than twelve months (short term) and low-value assets.

The cost of the right-of-use assets comprises the amount of the initial measurement of the lease liability, any lease payments made at or before the inception date of the
lease plus any initial direct costs, less any lease incentives received. Subsequently, the right-of-use assets is measured at cost less any accumulated depreciation and
accumulated impairment losses, if any. The right-of-use assets is depreciated using the straight-line method from the commencement date over the shorter of lease term or
useful life of right-of-use assets,

Right of use assets are evaluated for recoverability whenever events or changes in circumstances indicate that their carrying amounts may not be recoverable. For the
purpose of impairment testing, the recoverable amount (i.e. the higher of the fair value less cost to sell and the value-in-use) is determined on an individual asset basis unless
the asset does not generate cash flows that are largely independent of those from other assets. In such cases, the recoverable amount is determined for the Cash Generating
Unit (CGU) to which the asset belongs.

For lease liabilities at inception, the Company measures the lease liability at the present value of the lease payments that are not paid at that date. The lease payments are
discounted using the interest rate implicit in the lease, if that rate is readily determined, if that rate is not readily determined, the lease payments are discounted using the
incremental borrowing rate.

The Company recognizes the amount of the re-measurement of lease liability as an adjustment to the right-of-use assets. Where the carrying amount of the right-of-use
assets is reduced to 2ero and there is a further reduction in the measurement of the lease liability, the Company recognizes any remaining amount of the re-measurement in
the Statement of profit and loss.

For short-term and low value leases, the Company recognizes the lease payments as an operating expense on a straight-line basis over the lease term.
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KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s balance sheet when the Company becomes a party to the contractual provisions of the instrument,
Recognised financial assets and financial liabilities are initially measured at fair value. Transaction costs and revenues 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 the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction costs and revenues directly attributable to the acquisition of financial assets or financial liabilities at FVTPL
are recognised immediately in profit or loss.

If the transaction price differs from fair value at initial recognition, the Company will account for such difference as follows:

o if fair value Is evidenced by a quoted price in an active market for an identical asset or liability or based on a valuation technique that uses only data from observable
markets, then the difference is recognised in profit or loss on initial recognition (i.e. day 1 profit or loss);

« in all other cases, the fair value will be adjusted to bring it in line with the transaction price (i.e. day 1 profit or loss will be deferred by including it in the initial carrying
amount of the asset or liability). After initial recognition, the deferred gain or loss will be released to profit or loss on a rational basis, only to the extent that it arises from a
change in a factor (including time) that market participants would take into account when pricing the asset or liability.

Financial assets

All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial asset is under a contract whose terms require delivery of the
financial asset within the timeframe established by the market concerned, and are initially measured at fair value, plus transaction costs, except for those financial assets
classified as at Fair Value Through Profit or Loss (FVTPL). Transaction costs directly attributable to the acquisition of financial assets classified as at FYTPL are recognised
immediately in the Statement of Profit and Loss.

All recognised financial assets that are within the scope of Ind AS 109 are required to be subsequently measured at amortised cost or fair value on the basis of the entity’s
business model for managing the financial assets and the contractual cash flow characteristics of the financial assets.

Specifically:

« Loans / investments that are held within a business model whose objective is to collect the contractual cash flows, and that have contractual cash flows that are solely
payments of principal and interest on the principal amount outstanding (SPPI), are subsequently measured at amortised cost;

« all other loans / investments (e.q. loans / investments managed on a fair value basis, or held for sale, or with contractual cash flow that are not SPPI) and equity
investments are subsequently measured at FVTPL.

However, the Company may make the following irrevocable election / designation at initial recognition of a financial asset on an asset-by-asset basis:

« the Company may irrevocably elect to present subsequent changes in fair value of an equity investment that is neither held for trading nor contingent consideration
recognised by an acquirer in a business combination to which Ind AS 103 applies, in OCT; and

« the Company may irrevocably designate loan / investments that meet the amortised cost or FVTOCT criteria as measured at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch (referred to as the fair value option).

Debt instruments at amortised cost or at FVTOCI

The Company assesses the classification and measurement of a financial asset based on the contractual cash flow characteristics of the asset and the Company’s business
model for managing the asset.

For an asset to be classified and measured at amortised cost or at FVTOCI, its contractual terms should give rise to cash flows that are meeting SPPI test,

For the purpose of SPPI test, principal is the fair value of the financial asset at initial recognition. That principal amount may change over the life of the financial asset (e.g. if
there are repayments of principal). Interest consists of cansideration for the time value of money, for the credit risk associated with the principal amount outstanding during a
particular period of ime and for other basic lending risks and costs, as well as a profit margin. The SPPI assessment is made in the currency th which the financial asset is
denominated.

Contractual cash flows that are SPPI are consistent with a basic lending arrangement. Contractual terms that introduce exposure to risks or volatility in the contractual cash
flows that are unrelated to a basic lending arrangement, such as exposure to changes in equity prices or commodity prices, do not give rise to contractual cash flows that are
SPPI, An originated or an acquired financial asset can be a basic lending arrangement irrespective of whether it is a loan in its legal form.

An assessment of business models for managing financial assets is fundamental to the classification of a financial asset. The Company determines the business models at a
level that reflects how financial assets are managed together to achieve a particular business objective. The Company’s business model does not depend on management’s
intentions for an individual instrument, therefore the business model assessment is performed at a higher level of aggregation rather than on an instrument-by-instrument
basis.

The Company considers all relevant information available when making the business model assessment, However this assessment is not performed on the basis of scenarios
that the Company does not reasonably expect to occur, such as so-called ‘worst case’ or “stress case’ scenarios. The Company takes into account all relevant evidence
available such as:

« how the performance of the business model and the financial assets held within that business model are evaluated and reported to the entity’s key management personnel;
« the risks that affect the performance of the business model (and the financial assets held within that business model) and, in particular, the way in which those risks are
managed; and

* how managers of the business are compensated (e.g. whether the compensation is based on the fair value of the assets managed or on the contractual cash flows
collected).

At initial recognition of a financial asset, the Company determines whether newly recognised financial assets are part of an existing business model or whether they reflect the
commencement of a new business model. The Company reassess its business models each reporting period to determine whether the business models have changed since
the preceding period. For the current and prior reporting period the Company has not identified a change in its business models.

When loans / investments measured at FVTOCI are derecognised, the cumulative gain/loss previously recognised in OCI is reclassified from equity to the Statement of Profit
or Loss. In contrast, for an equity investment designated as measured at FVTCCI, the cumulative galn/loss previously recognised in OCT is not subsequently reclassified to the
Statement of Profit and Loss but transferred within equity.

Loans/Investments that are subsequently measured at amortised cost or at FVTOCI are subject to impairment.

Financial assets at FVTPL

Financial assets at FVTPL are:

 assets with contractual cash flows that are not SPPI; or/and

» assets that are held in a business model other than held to collect contractual cash flows or held to collect and sell; or

« assets designated at FVTPL using the fair value option.

These assets are measured at fair value, with any gains/losses arising on remeasurement recognised in the Statement of Profit and Loss.
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KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Reclassifications

If the business model under which the Company holds financial assets changes, the financial assets affected are reclassified. The classification and measurement
requirements related to the new category apply prospectively from the first day of the first reporting period following the change in business model that results in reclassifying
the Company's financial assets. During the current financial year and previous accounting period there was no change in the business model under which the Company holds
financial assets and therefore no reclassifications were made.

Impairment

The Company recognises loss allowances for ECLs on the following financial instruments that are not measured at FVTPL:
- loans and advances to customers;

- debt investment securities;

- lease recejvables; and

- loan commitments issued.

No impairment loss is recognised on equity investments.

ECLs are required to be measured through a loss allowance at an amount equal to:

« 12-month ECL, i.e. lifetime ECL that result from those default events on the finandial instrument that are possible within 12 months after the reporting date, (referred to as
Stage 1); or

« full lifetime ECL, i.e. lifetime ECL that result from all possible default events over the life of the financial instrument, (referred to as Stage 2 and Stage 3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that financial instrument has increased significantly since initial recognition. For
all other financial instruments, ECLs are measured at an amount equat to the 12-month ECL.

ECLs are a probability-weighted estimate of the present value of credit losses, These are measured as the present value of the difference between the cash flows due to the
Company under the contract and the cash flows that the Company expects to receive arising from the weighting of multiple future economic scenarios, discounted at the
asset’s EIR.

« for undrawn loan commitments, the ECL is the difference between the present value of the difference between the contractual cash flows that are due to the Company if
the holder of the commitment draws down the loan and the cash flows that the Company expects to receive if the loan is drawn down; and

« for financial guarantee contracts, the ECL is the difference between the expected payments to reimburse the holder of the guaranteed debt instrument less any amounts
that the Company expects to receive from the holder, the debtor or any other party.

The Company measures ECL on an individual basis, or on a collective basis for portfolios of loans that share similar economic risk characteristics. The measurement of the loss
allowance is based on the present value of the asset’s expected cash flows using the asset’s original EIR, regardless of whether it is measured on an individual basis or a
collective basis.

Credit-impaired financial assets

A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future cash flows of the financial asset have occurred. Credit-
impaired financial assets are referred to as Stage 3 assets. Evidence of credit-impairment includes observable data about the following events:

« significant financial difficulty of the borrower or issuer;

« a breach of contract such as a default or past due event;

« the lender of the borrower, for economic or contractual reasons relating to the borrower’s financial difficulty, having granted to the borrower a concession that the lender
would not otherwise consider;

« the disappearance of an active market for a security because of financial difficulties; or

« the purchase of a financial asset at a deep discount that reflects the incurred credit losses.

It may not be possible to identify a single discrete event—Instead, the combined effect of several events may have caused financial assets to become credit-impaired. The
Company assesses whether debt instruments that are financial assets measured at amortised cost or FVTOCI are credit-impaired at each reporting date. To assess if
sovereign and corporate debt instruments are credit impaired, the Company considers factors such as bond yields, credit ratings and the ability of the borrower to raise
funding.

A loan is considered credit-impaired when a concession is granted to the borrower due to a deterioration in the borrower’s financial condition, unless there is evidence that as
a result of granting the concession the risk of not receiving the contractual cash flows has reduced significantly and there are no other indicators of impairment. For financial
assets where concessions are contemplated but not granted the asset is deemed credit impaired when there is observable evidence of credit-impairment including meeting
the definition of default. The definition of default includes unlikeliness to pay indicators and a back-stop if amounts are overdue for 90 days or more.

Derecognition of financial assets

A financial asset is derecognised only when:

« The Company has transferred the rights to receive cash flows from the financial assets

« The rights to receive cash flows from the asset have expired or

« retains the contractual rights to receive the cash flows of the financial assets, but assumes a contractual obligation to pay the cash flows to one or more recipients.

Where the entity has transferred an asset, the Compary evaluates whether it has transferred substantially all risks and rewards of ownership of the financial assets. In such
cases, the financial assets is derecognised. Where the entity has not transferred substantially all risks and rewards of ownership of the financial asset, the financial asset is not
derecognised.

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 derecognition 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.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by a Company entity are classified as either financial liabilities or as equity in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and an equity instrument.

Equity Instrument :

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. Equity instruments issued are recognised at

the proceeds received, net of direct issue costs.
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m.

Financial liabilities

A financial liability is a contractual obligation to deliver cash or another financial asset or to exchange financial assets or financial liabilities with another entity under conditions
that are potentially unfavourable to the Company or a contract that will or may be settled in the Company’s own equity instruments and is a non-derivative contract for which
the Company is or may be obliged to deliver a variable number of its own equity instruments, or a derivative contract over own equity that will or may be settled other than
by the exchange of a fixed amount of cash (or another financial asset) for a fixed number of the Company’s own equity instruments.

All financial liabilities are subsequently measured at amortised cost using the effective interest method or at FVTPL.

However, financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or when the continuing involvement approach applies, financial
guarantee contracts issued by the Company, and commitments issued by the Company to provide a loan at below-market interest rate are measured in accordance with the
specific accounting policies set out below.

Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the financial liability is either contingent consideration recognised by the Company as an acquirer in a business combination
to which Ind AS 103 applies or is held for trading or it is designated as at FVTPL.

A financial liability is classified as held for trading if:

« it has been incurred principally for the purpose of repurchasing it in the near term; or

« on initial recognition it is part of a portfolio of identified financial instruments that the Company manages together and has a recent actual pattern of short-term profit-
taking; or

o it is a derivative that is not designated and effective as a hedging instrument.

Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not held-for-trading and are not designated as at FVTPL are measured at amortised cost at the end of subsequent accounting periods. The
carrying amounts of financial liabilities that are subsequently measured at amortised cost are determined based on the effective interest method. Interest expense that is not
capitalised as part of costs of an asset is included in the 'Finance costs' line item,

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash payments (including all fees and paints paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through the expected life of the financial liability, or (where appropriate) a shorter period, to the net carrying
amount on initial recognition.

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 financial
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 liability
derecognised and the consideration paid and payable is recognised in profit or loss.

Cash and Cash Equivalents

Cash and cash equivalent in the balance sheet comprise cash at banks and on hand and short-term deposits with an original maturity of three months or less including
interest accrued, which are subject to an insignificant risk of changes in value,

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and short term deposits, as defined above.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are added to the cost of those assets, until such time as the assets are substantially ready for their intended use or sale. All other
borrowing costs are recognised in profit or loss in the period in which they are incurred.

Borrowing costs include interest expense calculated using the EIR, finance charges in respect of assets acquired on finance lease and exchange differences arising from
foreign currency borrowings, to the extent they are regarded as an adjustment to interest costs.

Foreign currencies

(i) The functional currency and presentation currency of the Company is Indian Rupee. Functional currency of the Company has been determined based on the primary
economic environment in which the Company operates considering the currency in which funds are generated, spent and retained.

(if) 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 rates prevailing at the year end Non-monetary items that are measured in terms of historical cost in
foreign currency are not retranslated.

Exchange differences that arise on settlement 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 except for exchange differences on transactions entered into in order to hedge certain foreign currency risks.

Earnings per share

Basic earnings per share are computed by dividing net profit or loss for the year attributable to equity shareholders for the year by the weighted average number of shares
outstanding during the year. Partly paid up shares are included as fully paid equivalents according to the fraction paid up. Diluted earnings per share are computed using the
weighted average number of shares and dilutive potential shares, except where the result would be anti-dilutive.

LA
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n. Taxes on income

Income tax expense comprises current and deferred taxes. Income tax expense is recognized in the Statement of Profit and Loss except when they relate to items that are
recognized outside profit or loss (whether in other comprehensive income or directly in equity), in which case tex is also recognized outside profit or loss.

Current income taxes are determined based on the taxable income of the Company.

Deferred tax assets and liabilities are recognized for the future tax consequences of temporary differences between the carrying values of assets and liabilities and their
respective tax bases, and unutilized business loss and depreciation carry-forwards and tax credits, Such deferred tax assets and liabilities are computed separately for each
taxable entity. Deferred tax assets are recognized to the extent that it is probable that future taxable income will be available against which the deductible temporary
differences, unused tax losses, depreciation carry-forwards and unused tax credits could be utilized.

Deferred tax assets and liabilities are measured based on the tax rates that are expected to apply in the period when the asset is realized or the liability is settled, based on
tax rates and tax laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against curvent tax liabilities and when they relate to income

taxes levied by the same texation authority and the Company intends to settle its current tax assets and liabilities on a net basis.

o. Provisions, contingent liabilities and contingent assets

Provisions are recognised only when:

(i) an entity has a present obligation (legal or constructive) as a result of a past event; and

(if) it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and

(iif) a reliable estimate can be made of the amount of the obligation

Provision is measured using the cash flows estimated to settle the present obligation and when the effect of time value of money is material, the carrying amount of the
provision is the present value of those cash flows. Reimbursement expected in respect of expenditure required to settle a provision is recognised only when it is virtually
certain that the reimbursement will be received.

Contingent liability is disclosed in case of:

(i) a present obligation arising from past events, when it is not probable that an outflow of resources will be required to settle the obligation; and

(if) a present obligation arising from past events, when no reliable estimate is possible.

Contingent assets are disclosed where an inflow of economic benefits is probable. Provisions, contingent liabilities and contingent assets are reviewed at each Balance Sheet
date.

Where the unavoidable costs of meeting the obligations under the contract exceed the economic benefits expected to be received under such contract, the present obligation
under the contract is recognised and measured as a provision.

Contingent Assets:
Contingent assets are not recognised in the financial statements.

- p- 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 shares and other investments partly paid;

c) funding related commitment to associate and joint venture companies; and

d) other non-cancellable commitments, if any, to the extent they are considered material and relevant in the opinion of management.

Note 3. Critical accounting judgements and key sources of estimation uncertainties

Information about significant areas of estimation, uncertainty and critical judgments in applying accounting policies that have the most significant effect on the amounts
recognized in the financial statements is included in the following notes:

(i) Impairment of loans / investments portfolio at amortised cost

The measurement of impairment losses acrass all categories of financial assets at amortised cost requires judgement, in particular, the estimation of the amount and timing of
future cash flows and collateral values when determining impairment losses and the assessment of a significant increase in credit risk. These estimates are driven by a
number of factors which include quantitative and qualitative information and analysis, based on the Company's historical experience and forward-looking information, In
certain cases, the assessment is based on past experience is required for future estimation of cash flow which requires significant judgement. The inputs and method applied
for impairment assessment are detailed in Note 34.

(ii) Fair value of financial assets

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction.

All financial assets are initially recognised at fair value, which is normally the transaction price. Subsequent to initial recognition, some of the Company’s financial instruments
are carried at fair value, with changes in fair value either reported within the income statement. Details of the type and dlassification of the Company’s financial assets are set
out in note 34 and the accounting policy set out in note 2 (i).

Since the market for the Company’s financial assets, which are in unlisted securities, is not active, the Company establishes fair value by using valuation techniques. These
indude the use of discounted cash flow analysis, option pricing models and other valuation techniques commonly used by market participants, Determination of fair value is
based on the best information available in the circumstances and may incorporate the managements’ own assumptions, including appropriate risk adjustments for non-
performance and lack of marketability.

Because of the inherent uncertainty of the valuation methodologies and assumptions, estimated fair values of such assets may differ from the values that would have been
used had a ready market for the assets existed and the differences could be material. Considerable judgement is necessarily required in interpreting market data to determine
the estimates of value; accordingly the estimate of value presented in the financial statements are not necessarily indicative of the amounts that the Company could realize in
market exchange.

(iii) Effective Interest Rate (EIR) method

The Company’s EIR methodology, recognises interest income / expense using a rate of return that represents the best estimate of a constant rate of retumn over the expected
behavioural life of loans given / taken and recognises the effect of potentially different interest rates at various stages and other characteristics of the product life cycle
(including prepayments and penalty interest and charges).

This estimation, by nature, requires an element of judgement regarding the expected behaviour and life-cycle of the instruments, as well expected changes to Company’s
base rate and other fee income/expense that are integral parts of the instrument.
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Note 4. Cash and cash equivalents

(Rs In Million)

- Particulars. *

,‘.March 31, 2022

‘Asat -
March 31 2021

7)) Cash on hand

(i) Balances with banks:

- In Current Accounts

857.70

25.12

- In Deposit accounts with original maturity of 3 months or less

2,822.51

7,067.60

(iii) Cheques on hand

Total

3,680.21

7,092.72

Note 5. Receivables

(Rs. In Million)

‘Particulars

As at
March 31, 2022

"Asat

- March 31, 2021

Amortised Cost

Trade receivables

Receivables considered good - Secured

Receivables considered good - Unsecured

Receivables which have significant increase in Credit Risk

Receivables - Credit impaired

Total

Impairment allowance

(35.00)

(35.00)

Total

Trade receivables as of 31st March, 2022

(Rs. In Million)

“Particulars

Unb|lled
receivables

Ouutanding

Less than 6
"' _months

for followmg enods from due date of payment

6 months-
‘1 year

: if-zlyea:'ré’ :

" More i
than 3
. years

. Total

(i) Undisputed Trade receivables - considered good

(ii) Undisputed Trade Receivables — which have significant increase in credit
risk

35.00

(iii) Undisputed Trade Receivables — credit impaired

(iv) Disputed Trade Receivables—considered good

(v) Disputed Trade Receivables — which have significant increase in credit
risk

(vi) Disputed Trade Receivables — credit impaired

Total

Trade receivables as of 31st March, 2021

(Rs. In Million)

 Unbilled -

. “receivables.

Outstandmg

Less than 6
- months:

6 months-
1year”

ate of payment

~More
j:nan 3
years

1 - Total .

(i) ‘Undivsputed Trade reéeivables — considered good

(ii) Undisputed Trade Receivables — which have significant increase in credit
risk

(iii) Undisputed Trade Receivables - credit impaired

(iv) Disputed Trade Receivables—considered good

(v) Disputed Trade Receivables — which have significant increase in credit

(vi) Disputed Trade Receivables — credit impaired

Total

35.00

Notes:

(i) Trade receivables are non-interest bearing and are generally on credit terms of 30 to 90 days.
(i) There are no trade receivables for which there has been a significant increase in credit risk or which have become credit impaired other than those disclosed as

doubtful above.

(i) No trade receivables are due from directors or other officers of the Company either severally or jointly with any other person. Nor any trade receivables are due
from firms or private companies respectively in which any director is a partner, a director or a member.
(iv) Impairment allowance represents allowance for unbilled revenue which in the opinion of the management is doubtful of recovery.
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Note 6. Loans

(Rs. In Million
S As:at March'31,:2022 ~AsatMarchi31,2021 - L -
el . RS At Fair Value-| LY
», Particulars - -~ Total | thiough profit|, - To
G . orfoss )

A
Term Loans to Corporates and others 6,301.57 932.46 7,234.03 11,572.03 3,177.78 14,749.81
Total - Gross (A) 6,301.57 932.46 7,234.03 11,572.03 3,177.78 14,749.81
Less: Impaimment loss allowance (1,305.65) - (1,305.65) (923.21) - (923.21)
Total — Net (A) 4,995.92 932.46 5,928.38 10,648.82 3,177.78 13,826.60
B
(a) Secured by tangible assets (Refer Note (i) below) 6,153.37 908.56 7,061.93 10,520.64 3,114.23 13,634.87
(b) Secured by intangible assets - - = -
(c) Unsecured 148.20 23.90 172.10 1,051,39 63.55 1,114.94
Total — Gross (B) 6,301.57 932.46 7,234.03 11,572.03 3,177.78 14,749.81
Less: Impairment loss allowance (1,305.65) - (1,305.65) (923.21) - (923.21)
Total — Net (B) 4,995.92 932.46 5,928.38 10,648.82 3,177.78 13,826.60
C
|Loans in India
(i) Public Sector - - - - - -
(i) Others 6,301.57 932.46 7,234.03 11,572.03 3,177.78 14,749.81
Total (C) Gross 6,301.57 932.46 7,234.03 11,572.03 3,177.78 14,749.81
Less: Impalrment loss allowance {1,305.65}) - (1,305.65)| (923.21) - (923.21)
Total {(C) Net 4,995.92 932.46 5,928.38 10,648.82 3,177.78 13,826.60
Notes:

(i) Term loans are secured against tangible assets such as real estate (including land, residential/commercial/Industrial property, etc.), plant and machinery and
equity shares of unlisted companies.

(if) The Company does not have any loans outside India.

iii) During the year, the company has not advanced or loaned or invested funds to any other person(s) or entity(ies) with the understanding that the
Intermediary shall-

(a) Directly or indirectly lend or invest in other persons or entities identified in any manner whatsoever by or on behalf of the company (Ultimate Beneficiaries)
or

(b) provide any guarantee, security or the like to or on behalf of the Ultimate Beneficiaries.

Further, in relation to amount of funds advanced or loaned or invested in the Intermediary funded in the earlier years and remaining outstanding as on April 1,
2021, there were no unutilised amounts remaining as on 01.04.2021 which are now utilized in the current year,

(iv) The Company has not advanced any loans or advances in the nature of loans to specified persons viz. promoters, directors, KMPs, related parties; which are
repayable on demand or where the agreement does not specify any terms or period of repayment.

Note 7. Investments
(Rs. In Million)
As at March 31, 2022 ‘Asat March 31,2021 .. .
M | ’ At Fair Value A cenq - |-AtFaIr Value | -
; -Pari.:u;gl‘arsj ‘|Amiortised cost| Through Total Amo;f:sed I Through- ‘| - Total
) LT : cost T ST BRtPrnes
R Ll s L profit or loss profitorloss |. = -
Debt Securities - - - - 59.62 59.62
Total - - - - 59.62 59.62

Note:
The Company does not have any Investment outside India. Q
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Naté 8. Others financial assets

(Rs. In Million)
: o Ll T L L .. Asat: Asat;, .
Pl ety e 2 Particdlars s March'31,2022: |} March31, 2021
Contractually recoverable expenses 0.07 30.07
Security deposits 10.46 8.20
Advance to Vendors 0.06 1.56
Total 10.59 39.83
Notes:

1. The Company has assessed that the impact of impairment of other financial assets are immaterial, hence no impairment loss

has been provided.

Note 9. Current Tax Assets (Net)

(Rs. In Million)
TR Asat . |. -.-Asat .
., Particulars ‘March'31,2022 ;| :March 31, 2021
Advance tax and tax deducted at source (Net of provision for tax INR 4136,42
Million) (Previous Year: INR 4090.70 Million) 362.28 1,017.85
Total 362.28 1,017.85
Note 10. Deferred Tax Assets /(Liabilities) {(Net)
A) The major components of deferred tax assets and liabilities are:
(Rs. In Million)
N T Asat - -Asat
» ;. Particulars March 31,3022 | ‘March 31, 2021
Assets:
Provisions for employee benefit 18.40 23.31
Carried forward Business Loss 4,448.75 4,091.82
Depreciation 0.17 6.84
Expected Credit Loss on Loans / Investments / Receivables at amortised cost 346.64 241.17
Loss on Loans / Investments at FVTPL 335.51 254.76
Amortised Fees Income 11,54 14.32
Disallowance under section 40(a) of Income-tax Act, 1961 7.64 1.42
Others 24.89 -
Carried forward Short Term Capital Loss 14.17
5,207.71 4633.64
Liabilities:
Amortised Finance Cost 3.03 5.40
Others - (0.02)
Deffered tax asset reserve* - 1,624.91
3.03 1,630.29
Net Deferred Tax Asset / (Liability) 5,204.68 3,003.35

B) The following table shows deferred tax recorded in the balance sheet and changes recorded in the Income tax expense:

(Rs. In Million)
Deferred tax asset /- (liability) |Balance as at April 1, 2021  |Recognised in profit|Recognised.in” . |[Balanceasat- -
o e e : . ’ .. |or loss (Expense) |other equity Maich 31 2022
... {/Income e o T
Provisions for employee benefit 23.31 (2.73) (2.18) 18.40
Carried forward Business Loss 4,091.82 356.93 - 4,448.75
Depreciation 6.84 {6.67)| - 0.17
Expected Credit Loss on Loans / Investments at|
amortised cost 241.17 105.47 - 346.64
Amortised fee income 14.32 (2.78) - 11.54
Disallowance under section 46(a) of Income-tax
Act, 1961 1.42 6.22 - 7.64
Others 0.02 24.87 - 24.89
Deffered tax asset reserve* (1,624.91; 1,624.91 - -
Amortised finance cost (5.40; 2.37 - (3.03)
Carried forward Short Term Capital Loss - 14.17 14.17
(Gain)/Loss on Loans / Investments at FVTPL
254.76 80.75 - 335.51
3,003.35 2,203.51 (2.18) 5,204.68

Note:

*The Company has recognised deferred tax assets on carried forward tax losses with respect Financial Year (FY) 2019-20, FY 2020-21 and tax
losses incurred in FY 2021-22 , A composite scheme of arrangement has been filed between KKR Capital Markets India Private Limited (KCM) , KKR
India Financial Services Limited (KIFSL), Incred Financial Services Limited (IFSL or Incred), Bee Finance Limited(BFL), and their respective
shareholders with NCLT Mumbai on September 27, 2021. The resultant entity (post the reorganization subject to necessary approvals) is expected
to use the brand name ‘InCred Financial Services Ltd’ (Incred) and will be spearheaded by the current leadership team of Incred. A consortium led
by KKR and comprising existing investors in KIFS will retain a significant minority stake. Based on representation by Incred, the Company believes
the sald deferred tax assets shall be recoverable based on the estimated future taxable income of the new demerged Company .The losses are
allowed to be carried forward to the years in which based on the representation by Incred ,the Company expects that there will be sufficient

taxable profits to offset these losses.
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te 11, Prope n ipmen
(Rs. In Million)
BRI R ~.* - ' GROSSBLOCK: [ 5 _DEPRECIATION AND AMORTISATION:: - s NETBLOCK .7- »%":
* parbeilars < .| casat L T T Asa T Asat [T s e “Asat’ [ .. Asat” . | iAs
BN April 01, | --‘Additions . | - Disposals: | .March'31, |- -April 01, | For'the Year |- Disposals:. |- :March 31, March 31,
) CLh202L 0 ) v | 2022 {2021 ‘ R : - 12022 ¢ 2022 -, .| -202%
Furniture and Fixtures 1.86 - 1.86 - 1.49 0.20 1.69 - - 0.37
Office Equipment 6.76 0.15 6.91 - 5.09 1.02 6.11 - - 1.67
Computers 11.76 - 8.63 3.13 8.07 2.84 72.78 3.13 - 3.69
Leasehold improvements 25.88 - 25.88 - 16.40 3.00 19.40 - - 9.48
Sub total (A) 46.26 0.15 43.28 3.13 31.05 7.06 34.98 3.13 - 15.21
Right-of-use Asset 91.20 - 91.20 - 33.37 18.26 51.63 - - 57.83
Sub total (B) 91.20 - 91.20 - 33.37 18.26 51.63 - - 57.83
Total 137.46 0.15 134.48 3.13 64.42 25.32 86.61 3.13 - 73.04
Note: The company has not revalued its Property, Plant and Equipment (including Right of Use assets) during the year
Note 12. Intangible Asset (The Intangible assets are other than intern enerate:
(Rs. In Million)
Lo N IR GROSS BLOCK DEPRECIATION AND AMORTISATION . - . NETBLOCK - -
"particulars.. .- - | . Asat | ‘Additions -{ Disposals ‘Asat Asat " | FortheYear |- Disposals [~ --Asat} .| ~ Asat * -} ~-Asat .
COUTLETREY _Aprito1,” - March'31, " - April 01, . o ; . March 31, | March31, | ‘March31,
~ 12021 - : 2022 = 2021 2022 2022° 2028

Software 5.10 - 5.10 - 3.40 - 3.40 - - 1.70
Total 5.10 - 5.10 - 3.40 - 3.40 - - 1.70

Note: The company has not revalued its Intangible Asset during the year
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Note 13. Other non-financial assets

(Rs. In Million)
Asat- . .
rch-31,
Prepald Expenses 0.99
GST input receivable 39.56
Total 40.55
Note 14. Trade Payables
(Rs. In Million)
_ - Asat _Asat
Particulars: " 'March 31, ‘March.31,
: _ L - ~2022 . | 2021
Total outstanding dues of micro enterprises and small enterprises 0.12 -
Total outstanding dues of creditors other than micro enterprises and small 167.48 59.93
enterprises
Total 167.60 59.93
(Rs. In Million)
PN o _ .. Outstanding for following periods from:due date of payments
- -Particulars.- “Unbilled - ] - -[Less. than - 1]1-2 years 2-3years - |More than  3|Total -
| T payabhles Not due. - “lyear } L ._‘|Years o
(i) MSME 0.12] - - - - - -
(ii) Others 44.20 82.66 40.62 - - - 40.62
(iii) Disputed Dues - MSME - - - - - - -
(iv) Disputed Dues - Others - - - - - - -
Total 44.32 82.66 40.62 - - - 40.62
(Rs. In Million)
) R . Outstanding for following periods from due date,of payments
. Particulars - Unbilled . . |Less than 1[t<2'years -~ .[2-3years = -|More -than .3|Total -
s R ‘payables Notdite ~ lyear - .- e S Year i )
(i) MSME 1.18 - - - - - -
(i) Others 21,44 - 37.31 - - - 37.31
(iii) Disputed Dues - MSME - - - - - - -
(iv) Disputed Dues - Others - - - - - - -
Total 22.62 - 37.31 - - - 37.31
Note:

Dues to Micro and Small Enterprises have been determined to the extent such parties have been identified on the basis of information collected by the management.
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15. D ities- At A i
(Rs. In Million)
S Asat s
L ' March 31, 2021
Non Convertible Debentures _ 2,594.03
ot - 2,594.03
Notes:

(i) The Company does not have any Borrowings outside India.

(i) Terms of NCD's

(a) The January 2015 Series 5 NCDs of Rs. 600 Million is redeemable on January 16, 2022.

(b) The April 2015 Series 4 NCDs of Rs. 700 Million is redeemable on April 23, 2021.

(c) The December 2016 Series 2 and 3 NCDs of Rs. 650 Million each are redeemable on March 9, 2022 and March 9, 2023 respectively, with a
prepayment option with the Company In respect of Series 3 NCDs.

(I} The NCDs are redeemable at the amounts arrived at by multiplying the outstanding principal amount of such NCDs being redeemed on the
redemption date, by the Internal Rate of Return (IRR). IRR is calculated as (1 + r)”n, where r = is a rate ranging between 8.90% to 10.50% per
annum compounded annually and n = number of days for which the NCDs are outstanding/365. In case of prepayment, an additional prepayment
premium would be payable in the range of 0.50% to 2.00% of the face value of the amount being prepaid.

(j) All the NCDs are secured by first priority non-exclusive hypothecation on a floating charge basis over whole of the loans, non-convertible
debentures, optionally convertible debentures and receivable thereof, of the Company, whether current or in future, other than excluded assets as
defined in the terms of the NCDs.

(K) All NCDS are additionally secured by Cash Security comprising cash in specified bank accounts and fixed deposits created / to be created by the
Company.

{Rs. In Million)
| . Asat | Asat -

-March 31, 2022| March 31,2021

Term Loans from Banks 2,087.95 6,484.50
Loan Repayable on Demand

From Banks (Working Capital Demand Loan) 2,250.00 2,250.00

From Banks (Cash Credit) - 1,228.60

Total 4,337.95 9,963.10

Notes:

(i) The Company does not have any Borrowings outside India.

(iiyThe company has not received funds from person(s) or entity(ies), induding foreign entities (Funding Party) with the understanding (whether
recorded in writing or otherwise) that the company shall-

() Directly or indirectly lend or invest in other persons or entities identified in any manner whatsoever by or on behalf of the Funding Party (Ultimate
Beneficiaries) or

(b) provide any guarantee, security or the like on behalf of the Ultimate Beneficiaries.

{li) The Company has utilised funds raised from issue of securities or borrowings from banks and finandial institutions for the specific purposes for
which they were issued/taken.

{iv) The Company has not been declared as a wilful defaulter by any lender who has powers to declare a company as a wilful defaulter at any time
during the financial year or after the end of reporting period but before the date when financia! statements are approved.

{v) Terms of Term loans :
Terms of repayment schedule of borrowings other than debt securities -

(Rs. In Million)
Instrument with repayment - {Maturity Date. B i As at 31st March, 2022 _ As at 315t March, 2021 . - -
terins - . BRI Interest Rate  [Carrying R InterestRate |Carrying’ :
. C X Range (%) amount Face Value Range (%)~ amount " |Face Value
Term loan from banks
State bank of India 25-03-24 9.95% 1,104.74 1,100.00 | 9.40% to 9.95% 2,111.22 2,100.00
Ratnakar Bank Limited 31-03-23| 8.05% to 8.70°/gy 983.21 1,000.00 | 8.45% to 9.35% 1,577.88 1,600.00
Bank of Baroda 31-03-22 - - - 9.40% to 10.40% 2,795.38 2,800.00
Cash credit from banks 03-02-23| - - - 9.40% to 9.95% 1,228.60 1,228.60
Working Capital Demand Loan 03-02-23 9.95% 2,250.00 2,250.00 {8.50% to 9.35% 2,250.00 2,250.00

4,337.95 4,350.00 | 9,963.09 9,978.60

h o




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 16. Borrowings (Other Than Debt Securities) - At Amottised Cost (Cont...)

Disclosure in respect of Borrowings obtained on the basis of security of current assets (Rs. In Million)
- Amount asper . r'material

Particulars of Securities.Provided

aoks of account

Reason fol
-di

ancies’ -

Jun-21

State Bank of India

Loans and advances / Receivables

10,826.22

10,826.22

Jun-21  |Ratnakar Bank Limited Loans and advances / Receivables 10,826.22 10,826.22
Jun-21  |Bank of Baroda Loans and advances / Receivables 10,826.22 10,826.22
Sep-21  |State Bank of India Loans and advances / Receivables 10,620.71 10,620.71
Sep-21  |Ratnakar Bank Limited Loans and advances / Receivables 10,620.71 10,620.71
Sep-21  |Bank of Baroda Loans and advances / Receivables 10,620.71 10,620.71
Dec21 |State Bank of India Loans and advances / Receivables 9,298.58 9,298.58 Not applicable
Dec-21 |Ratnakar Bank Limited Loans and advances / Receivables 9,298.58 9,298.58
Mar-22  |State Bank of India Loans and advances / Receivables 8,464.78 8,464.78
Mar-22  [Ratnakar Bank Limited Loans and advances / Receivables 8,464.78 8,464.78
Jun-21  [NCD Holders Loans and advances 1,639.75 1,639.75
Sep-21  |NCD Holders Loans and advances 909.75 909.75
Dec-21  |NCD Holders Loans and advances 786.07 786.07
Notes:

a) Term loans and Working Capital Demand Loans from banks are secured by way of First pari-passu charge on standard loans and advances / receivables of the
Company which are eligible for direct bank finance as per RBI guidelines.
(b) The company has borrowings from banks/financial institutions on the basis of security of current assets. The quaterly returns and/or statements of current assets
filed with lending banks/financial institution are in agreement with the books of accounts,




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 17. Other financial liabilities

(Rs. In Million)
i o Particlars o - o -March'31,2022°|° March 31, 2021
Interest Accrued but not due on Debt Securities at amortised cost - 1,608.94
Obligations under finance lease - 61.77
Employee benefits payable 76.07 68.02
Total 76.07 1,738.73
Note 18. Current tax liabilities (Net)
(Rs. In Million)
AT e g e oAsats U] UASat -
P oo op Partallars MR | Marchi 31,2022 | ‘March'31;:2021
Provision for Tax (Net of Advance tax and tax deducted at source INR 11.18 0.65 5.13
Million) (Previous Year: INR 169.86 Million)
Total 0.65 5.13
Note 19. Provisions
i (Rs. In Million)
o culars. ] TAsat [ Asat
e sl Particulars * | March'31,2022 | March. 31,2021
Provision for Employee Benefits
- Gratuity 1.12 7.03
- Compensated Absences 5.69 15.66
Total 6.81 22.69
Note 20. Other non-financial liabilities
_ (Rs. In Million)
.., Particulars March 31,2022 | March31, 2021
Statutory liabiliies 23.61 57.05
Revenue received in advance 0.59 11.19
Total 24.20 68.24

b ®




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

21. E if
(Rs. In M Ilon)
Asat_ [ Asat.
arch'31; 2022 Man:h 31, 2021
JAUTHORISED
500,000,000 (Egulg Shares of Rs. 10/- each) . 5,000.00 5,000.00
5,000.00 5,000.00 |
ISSUED, SUBSCRIBED AND FULLY PAID UP
460,226,538 (Equity Shares of Rs, 10/- each fully paid-u 4,602.27 4,602.27
4,602.27 4,602.27
ga) Recondllauon of number of shares outstandlng at the beginning and at the end of the regomng period:
Partu:ulars ‘ As at March 31,. 2022 o As at March: 31, 2021
L Number| -+ -~ Amount|- - - Numnber]| Amount|
Equlty shares ou\standmg asat t:he
beginning of the year 46,02,26,538 4,602.27| 46,02,26,538 4,602.27
Issued during the year - - - -
gf:t’e’:rha'es outstanding as at the end of 46,02,26,538 4,602.27|  46,02,26,538 4,602.27

(b) Rights, preferences and restrictions attached to equity shares

The Equlty shares of INR 10 each, fully pald up have equal voting rights. Right to recelve dividend as may be approved by the Board / Annual
General Meeting. The equity shares are not repayable except in the case of a buy back, reduction of capital or winding up In terms of the
provisions of the Companies Act, 2013. Every member of the Company holding equity shares has a right to attend the General Meeting of the
Company and has a right to speak and on a show of hands, has one vote if he Is present in person and on a poll shall have the right to vote in
proportion to his share of the pald-up capital of the Company. In the event of liquidation of the Company, the holders of Equity Shares will be
entitled to recelve remaining assets of the Company, after distribution of all preferential amounts. The distribution will be In proportion to the
number of Equity Shares held by the shareholders.

(c) Shares held by its holding company or its ultimate holding company Including shares held by subsidiaries or assodiates of the
holding company or the ultimate holdlng company in aggregate:

L AsatMarchSl,zozz AsatMarch 31,2021
"‘Parti.cuvlqrs- R ek louiher i
R S T g 3 . Numberd S % T ¢ Number| " % -
KKR Capital Markets India Private Limited 460,236,538 100.00% 460,226,538 100.00%

(Including 400 Equity Shares held by a
nominee)

(d) Details of shareholders holding more than 5 percent shares in the Company are given below:

‘As at March 31, 2022 i Asat March 31, 2021
Particulars rshcrhdl
.- 'Number| %, ] Number| %
KKR Capital Markets Indla anate Umlted 460,226,538 100.00% 460,226,538 100.00%

(including 400 Equity Shares held by a
nominee)

(e) Shares reserved for issue under options and contracts/commitments for the sale of shares or disinvestment, including the terms and amounts :
NIL

(f) Aggregate number and dass of shares allotted as fully paid up pursuant to contract without payment being received in cash, Aggregate number
and dass of shares allotted as fully pald up by way of bonus shares, and aggregate number and dlass of shares bought back during the period of
five years immediately preceding the date as at which the Balance Sheet is prepared: NIL

{g) Refer note 34(A} for Company’s objectives, policies and processes for managing capital

(h) Details of shares held by the Promoters

‘|No. of shares at Chanie durin : e % Change .-
‘[the beginning of Jehe g 9= endof the. - (9% of total shares (during the "
) |theyear -~ - |year o . lyear *. -
1 KKR Capital Markets India 460,226,538 . 460,226,538 100.00% 0.00%
Private Limited
As at 31 March 2021
e sils e s .- <|Nosof shares at :[No.ofsharesat. {. . = .|% Change .
Sr. No: Promoter* name the beginnlng of - the'end ofthe . |% of total shares |during the
AR - |theyear - .. Ayear~ ~ " - Lo |year D -
KKR Capital Markets India _ o o
1 Private Limited 460,226,538 460,226,538 100.00%| 0.00%

*Promoter here means promoter as defined in the Companies Act, 2013

s




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 22. Other equity

(Rs. In Million)

at.. *As at;
i S e e e e i : 52022 ;
(a) Statutory Reserve pursuant to Section 45-IC of the RBI Act, 1934
Opening balance 1,612.24 1,612.24
Add: Transfer from retained earnings - -
Closing balance 1,612.24 1,612.24
(b) Securities premium account
Opening balance 12,436.76 12,436.76
Add: Received during the year - -
Closing balance 12,436.76 12,436.76
(c) Retained earnings (Surplus in statement of profit and loss)

Opening balance {7,947.86) (6,555.87),
Profit/ (Loss) for the year (71.96) (1,394.01)
Remeasurment. gain/(loss) on defined benefit plans 6.50 2.02

Less: Transfer to Reserve Fund under Section 45 I C of Reserve Bank of India Act, - -
Closing balance (8,013.32) {7,947.86)
TOTAL 6,035.68 6,101.14

Note 20.1 Nature and purpose of reserve

(a) Statutory Reserve pursuant to Section 45-IC of the RBI Act, 1934

This s a Statutory reserve created in accordance with section 45 IC(1) of the RBI Act, 1934 which requires the Company to transfer
a specified sum (not less than 20% of its profit after tax) to Reserve Fund based on its net profit as per the profit and loss account.
As per Section 45 IC(2) of the RBI Act, 1934, no appropriation of any sum from this reserve fund shall be made by the NBFC except

for the purpose as may be specified by RBL

{b) Securities premium

Securities premium is used to record the premium on issue of shares. The reserve can be utilised only for limited purposes in

accordance with the provisions of section 52 of Companies Act, 2013.

(c) Retained earnings

Retained eamings represents surplus/accumulated earnings of the Company and are available for distribution to shareholders

LB




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

; Particulars-

12022

~Yearended -,

- | at Amortised Cost|

- -atFaif value
‘through Profit Gr

Interest on loans 1,153.72 1,472.36 2,312.27 559.72 2,871.99
Interest income from investments - 0.20 223,17 630.58 853.75
Interest on fixed deposits with banks 111.35 111.35 170.11 - 170.11
Other Interest Income 0.74 0.74 0.68 - 0.68
Total 1,265.81 1,584.65 2,706.23 1,190.30 3,896.53

&



KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 24. Fees and Commission Income

{Rs. In Million)
articulars. " Yearended - | - - Yearended
e T -7 March.31,:2022 -* | March-31;, 2021
Finance arrangement fees - 2.75
Advisory fees - 0.04
Total - 7.79
Note 25. Other Income
(Rs. In Million)
- “Yearended - ..f..- Yearended:- .-
5 ; ) - > ‘March-31,2022 . ‘| . ‘March:31,.2021 "
Reversal of provision on fee of previous year - 3.43
Interest on Income Tax refund 79.18 44.04
Gain on termination of lease 8.45 -
Miscellaneous Income 5.85 -
Provision for Compensated absences no longer required written back 2,11 -
Total 95,59 47.47
Note 26. Finance cost
{Rs. In Million)
~ L et Yearended. - |. .. .Yearended. '.: |
. Particulars March 31,2022 | - March 31,2021

On Financial liabilities measured at
Amortised Cost

Interest on debt securities 183.36 972.59

Interest on borrowings (other than debt securities) 728.93 1,308.30

Interest expense on lease liability 5.20 6.61

Total 917.49 2,287.50
Note 27. Net loss on fair value changes

(Rs. In Million)

~.‘Particulars _Yearended. “Year ended;” .

|:.'March.31, 2022

| March 31,2021

(A) Net gain on financial instruments at fair value through profit or loss

On trading portfolio

- Investments - -
- Derivatives - -
- Others 1,176.54 2,257.30
(B) Others - -
Total Net gain/ (loss) on fair value changes{ C) 1,176.54 2,257.30
Fair Value changes:
-Realised 855.71 4,963.76
-Unrealised 320.83 (2,706.46)
Total Net gain/ (loss) on fair value changes (D) 1,176.54 2,257.30




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 28. Impairment on financial instruments

The table below shows the ECL changes in terms of Ind AS 109 on financial instruments for the year recorded in the profit and loss

based on evaluation stage:

(Rs. In Million)

‘Year ended March .. nded Maich.

312022 - Ll ;

Loans/ Investment at amortised cost* 1175.87 (2,072.29)
Loan commitments (97.28) 56.10
Total impairment loss 1,078.59 {2,016.19)

* Includes writte offs INR 674,18 Million (Previous year written off net of recovery INR 3136.52 Million)

b X




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 29, Employee benefit expense
(Rs. In Million)
Lo L : B .. Year ended .- Yearended. -

v L. o Particulars . March31,2022 . | March'31,2031
Salaries and wages (including reimbursements) (Refer Note 37) 210.11 283.23
Contribution to Provident Fund 3.98 4.11
Gratuity (Refer Note 36) 2.76 3.37
Compensated absences - 9.35
Staff Welfare Expenses 15.55 20.38
Total 232.40 320.44

r expen:
(Rs. In Miliion)
B J . Yearended . Yearended ' . :
- », Particulars . -March 31,2022 - | March 31,2021
Rent 2.93 0.59
Rates and taxes 7.51 0.50
Electricity and water charges 1.12 0.65
Travelling and conveyance 2.21 0.71
Legal and professional expenses 461.66 381.36
Office Expenses 0.00 0.37
Membership and subscription Expenses 3.65 7.55
Auditors' Remuneration (Refer Note (i) below) 2.54 231
Donation - 0.08
Corporate Soctal Responsibility Expenses (Refer Note (ii) below) - -
Insurance 0.64 0.38
Loss on disposal of non-current loan/Investment - 325.02
Foreign exchange loss (net) 0.51 1.12
Net loss on derecognition of property, plant and equipment 6.49 -
Net loss on derecognition of intangible asset 1.70 -
Miscellaneous expenses 15.26 13.31
Total 506.22 733.96
Notes:
{I) Auditors’ Remuneration (Rs. In Million)
B I . ~ Yearended Year ended -

: L - - Particulars March 31,2022 | March31,2021
a) For Statutory Audit 2.26) 2.05
b) For Tax Audit 0.15 0.15
c) For taxation related service - -
d) For other services (Certification Fees) 0.13 0.11
e) For relmbursement of expenses - -
Total 2.54 231
(il) Corporate Social Responsibility Expenses (Rs. In Million)

’ : e Year ended Year ended

. Particulars March31,2022 | Mareh 31,2021
Gross Amount Required to be spent during the year - -
Amount spent during the year on CSR for purposes other than construction
/acquisition of any asset. - -
Shortfall - -
Total of previous year shortfall - -
|Reason for shortfall B B
[Nature of CSR activities Not applicable Not applicable

I 2




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 31. Other comprehensive income

(Rs. In Million)

‘. Year ended
: March 31, 2022

Yearended.:
arch’31;2021

Other comprehensive income

Items that will not be reclassified to profit or loss

Remeasurement gain on_defined benefit plan (8.68) (2.70)
Income tex relating to these items 2.18 0.68
Total other comprehensive income for the year, net of tax {6.50) (2.02)

-
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KKR INDIA FINANCIAL SERVICES LIMITED

Notes forming part of the financial statements

Note 32 - Loans [/ Investments at amortised cost

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual obligations, and arises principally from the
Company's receivables from customers and loans and advances. Credit risk encompasses both, direct risk of default and the risk of deterioration of creditworthiness as well as concentration

of risks.

1.1_Credit quality of assets

{Rs. In Million)

. LI “ - As at March 31,2022 . -, ce LT T e GAsatMareh'31,2021: . L
R BN .- 'Staged; | . :Stage2’ - -|-.Stage3."|:".Total:. | Stagel .| ~Stage2: [ .7 .-Stage3. .~ ] ..  Total
Internal rating grade*
Performing grade 4,750.83 - - 4,750.83 8,946.10 - - 8,946.10
Under Performing grade - 1,550.74 - 1,550,74) - 2,625.93 - 2,625.93
Non-performing grade - - - - - - - -
'Total 4,750.83 1,550.74] - 6,301.57 8,946.10 2,625,93 - 11,572.03
1.2 An analysis of changes in the gross carrying amount and the corresponding ECL allowances in relation to lending is, as follows:
(Rs. In Mllhon)
Lot e As at March.31, 2022°. - - e . Asat March 31,2021
R PO, R - ..Stage 1 - . Stage2~ | “Stage3 - Total fstage':l. Stage 2 .Stage 3’ Total
Gross carrying amount opening balance 8,946.10 2,625.93 - 11,572.03 17,870.89 8,122, 05 2,648.35 28,641.29
New assets originated (net) 3.80 141,01 - 144.81 (46.68) (178.44) - (225.12)
Assets derecognised or repaid (excluding write (2,116.09) (1,139.80)] (1,723.67)| (4,979.56) (7,262.20)|  (5,835.66) (848.30)| (13,946.16)
offs) (net)
Transfers to Stage 1 - - - - - - - -
Transfers to / from Stage 2 76.40 (76.40) - - (1,615.91) 1,615.91 - -
Transfers to Stage 3 (2,159.38) - 2,159.38 - - (1,097.93) 1,097.93 -
Amounts written off - - (435.71) (435.71) - - (2,897.98) (2,897.98)
Gross carrying amount closing balance 4,750.83 1,550.74/ - 6,301.57 8,946.10 2,625.93| -] 11,572.03
Reconciliation of ECL balance is given below:
(Rs. In Mllllon)
Pamculars s -As at March 31,2022 . e ) L e -‘AsatMarch 31,2021 . ... . -
: i ; 'Stage.1. Stage2 - ‘| ‘Stage3 . { - ' Total .| Stagel | -Stage2 - Stage'3 Total
ECL allowance openmg balance 357.15 566.06 - 923.21 424.01 | 3,601.70 2,050.21 6,075.92
Assets originated/derecognised/repaid (excluding (215.70) (91.90) (228.04) (535.64) (29.25) {1,975.32)| (508.98) (2,513.54)
write-off)
Transfers to Stage 1 - -
Transfers to Stage 2 296.05 (296.05) - (37.61) 37.61 -
Transfers to Stage 3 (270.77) 270.77 - (1,097.93) 1,097.93 -
Amounts written off - (42.73) (42.723) - (2,639.17)| _ (2,639.17)
Net remeasurement of loss allowance 204.43 756.38 960.81
ECL allowance - closing balance 371.16 934.49 - 1,305.65 357.15 566.06 - 923.21
*Internal rating grades are classified on below basis
Lo st e e | classification
L Grade S Basis Stage
Performmg grade 0-30 DPD Stage 1
Under Performing grade 31-90 DPD Stage 2
Non-performing grade >90 DPD |Stage 3

0

A




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 33. Income Taxes

1. Income Tax recognised in Total Comprehensive Income

(Rs. In Million)
.*|.- Year-ended |- Year.ended.:
March 31, 2022| . March 31,
L |02
Current Tax - -
Current tax pertaining to prior periods 19.15 (0.61)
Deferred Tax charge / (credit) (2,203.51) 1,734.94
Total Income tax expense recognised in the Statement of Profit and Loss (2,184.36) 1,734.33
Tax on Other Comprehensive Income 2.18 0.68
Total Income tax expense recognised in Total Comprehensive Income (2,182.18) 1,735.01
2. Reconciliation of effective tax rate
(Rs. In Million)
. . K ]
- . For the year ended . - |- :'For the year ended
Particulars. ._31st March, 2022 | 31st March, 2021
o " L —~Amount %age | ‘Amount :- | %age
Profit/(Loss) before tax (2,256.32) 340.32
Statutory tax rate 25.168% 25.168% 25.168% 25.168%
Tax using the Company's statutory tax rate (567.87) 85.65
Tax effect of
DTA reserve reversed in CY (1,624.91) 72,02% 1,624.91 477.47%
Effects of different tax rate (3.78) 0.17% - 0.00%
Tax effects of amounts which are disallowed for taxable income 3.41 -0.15% 18.71 5.50%
Tax adjustment for earlier years 8.78 -0.39% 5.06 1.49%
Total Tax expense (2,184.36) 96.81% 1,734.33 509.62%

A




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 34, Financial instruments

A ital M: emen
The primary objectives of the Company’s capital management policy are to ensure that the Company complies with externally imposed capital
requirements and maintains strong credit ratings and healthy capital ratios in order to support its business and to maximise shareholders value.

The Company manages its capital structure and makes adjustments to it according to changes in economic conditions and the risk characteristics of|
its activities, Capital Management Policy, objectives and processes are under constant review by the Board. For detalls of Capital to Risk Assets
Ratio (CRAR) refer Note no, 44(1)

B. Financial instruments

(i) Fair Value

Classes and categories of finandal instruments and their fair values

The following table combines information about:

» classes of finandial instruments based on their nature and characteristics;

« the carrying amounts of financial instruments;

« fair values of financial instruments (except financial instruments when carrying amount approximates their fair value); and
« fair value hierarchy levels of finandal assets and finandal liabilities for which fair value was disclosed

Set out below, is the accounting dassification of finandal instruments by category:

(Rs in MIIIIon)
‘As atMarch 31,2022 | " As at March 31,2021 -
X - Amorhsed S erne | Amortised -
FVTPL cost | FVTRL | AmERee

L; jal assets
Investments - - 59.62 -
Trade receivables - - - -
Loans 932.46 4,995.92 3,1772.78 10,648.82
Cash and cash equivalents - 3,680.21 - 7,092.72
Security deposits - 10.46 - 8.20
Other Financial Assets - 0.13 - 31.63
Total financial assets 932.46 8,686.72 3,237.40| 17,781.37
Fit ial liabilities
Debt Securities - - - 2,594,03
Borrowings {Other than Debt Securities) - 4,337.95 - 9,963.10
Finance lease obligation - - - 61.77
Trade and other payables - 167.60 - 59.93
Other finandal liabilities - 76.07 - 1,676.96
Total financial liabilities - 4,581.62 - 14,355.79
{ii).Eair value and fair value hierarchy for financial assets at FVTPL

This section explains the judgements and estimates made in determining the fair values of the financial instruments that are (a) recognised and
measured at fair value and (b) measured at amortised cost and for which fair values are disclosed in the finandial statements. To provide an
indication about the reliability of the inputs used in determining fair value, the Company has dassified its finandial instruments into the three levels
prescribed under the accounting standard. An explanation of each level follows underneath the table.

(Rs in Million)
K R : s . S -Fair Value N A
F‘ fnancia, sses and l/ablllbs measured atfalr ‘Notes’ Carrymg ‘Levell [ Level2 Level3' | . Total
value - recurting fair value measunsmenbr : : -_Amount . o o L
AsatMarch 31,2022 = - . £ -
Financial assets
Loans to Corporates and Olthers at FYTPL 6 932.46 - - 932.46 932.46
Investments at FYTPL 7 - - - - -
Total financial assets 932,46 - - 932,46 932.46
(Rs in Million)
Assets and liabilities which are measumd atamarbsed cost for which fair values : are "|” Notes .‘Carrying. - |- FairValue
|disctosea . PR . . ) ) : : | Amount | o
As at March 31, 2022 : : : :
Financial assets
Cash and cash equivalents 4 3,680.21 3,680.21
Trade Receivable 5 - -
Loans - To Corporates and Others 6 4,995.92 5,832.00
Investments 7 - -
Security deposits 8 10.46 10.46
Other finandal assets 8 0.13 0.13
Total financial assets 8,686.72| 9,522.80
Financial Liabilities
Trade and other payables 14 167.60 167.60
Debt Securities 15 - -
Borrowings other than Debt Securities 16 4,337.95 4,359.17
Finance lease obligation 17 - -
Other Financial Liabilities 17 76.07 76.07
Total financial liabilities 4,581,62 4,602.84/
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(Rs in Milion)
TR [ _FairValue.* "’ N
% FELS it d at fair
value = reciirtinig fair value measurements
As atMarch 31,2021 S
Financial assets
Loans to Corporates and Others at FVTPL 3,177.78 3,177.78
Investments at FVTPL 59.62 59.62
'Total financial assets 3,237.40| 3,237.40
(Rs in Million)
. Carrying Fair Value
As at March 31, 2021 R
Financial assets
Cash and cash equivalents 4 7,092.72 7,092.72
Trade Receivable 5 - -
Loans - To Corporates and Others 6 10,648.82 10,142.35
Investments 7 - -
{Security deposits 8 8.20 8.20
Other finandal assets 8 31.63 31.63
Total financial assets 17,781.37 17,274.90,
Financial Liabilities
Trade and other payables 14 59.93 59.93
Debt Securities 15 2,594.03 2,526.71
Borrowings other than Debt Securities 16 9,963.10 10,005.90
Finance lease obligation 17 61.77 61.77
Other Finandial Liabilities 17 1,676.96 1,676.96
Tota! financial liabilities 14,355.79 14,335.27

The fair value of financial instruments have been dassified into three categories depending on the inputs used in the valuation technique. The
hierarchy gives the highest priority to quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and lowest priority to
unobservable inputs (Level 3 measurements). The categories used are as follows:

Level 1 : Level 1 hierarchy indudes financial instruments measured using unadjusted quoted prices in active markets that the Company has the
ability to access for the identical assets or liabilities. A finandial instrument is classified as a Level 1 measurement if it Is listed on an exchange. This
inclides listed equity instruments, traded bonds and mutual funds that have quoted price. The fair value of all equity instruments (indluding bonds)
which are traded in the stock exchanges Is valued using the dosing price as at the reporting period. The mutual funds are valued at the dosing Net

Asset Value (NAV).

Level 2 : The falr value of finandal instruments that are not traded in active markets is determined using valuation techniques which maximize the
use of observable market data either directly or Indirectly, such as quoted prices for similar assets and liabilities in active markets, for substantially
the full term of the finandial instrument but do not qualify as Level 1 inputs. If all significant inputs required to fair value an instrument are

observable the instrument is induded in level 2.

Level 3 : If one or more of the significant inputs is not based on observable market data, the instruments is included in level 3. That is, Level 3
inputs incorporate market participants’ assumptions about risk and the risk premium required by market participants in order to bear that risk, The
Company develops Level 3 inputs based on the best information available in the crcumstances.

(iii) Valuation process and technique for financial assets at FVTPL

based on the best ilable in the dirc

The management estimates the fair values of financial assets and liabilities required for finandial reporting purposes, induding leve! 3 fair values,
after giving consideration to purchase price, market conditions, current and projected operating performance, expected cash flows, projected
dividends, anticipated future securities' values and the market value of publicly traded shares of portfolio companies. Determination of fair value is
es and may incorporate the management’s own assumptions, induding appropriate risk
for non-performance and lack of marketability. The method used to estimate the fair value of such assets is the Income approach (e.g.
the discounted cash flow method, waterfall approach based on issuer yield curve etc.)

of Financial Instrument: -tValuation Technique -~
Loans to Corporates and others Income Approach
Investments Income Approach
Debt securities Income Approach
Borrowings {other than debt securities) Income Approach
I Lev: Level

There were no significant changes in the dassification and no significant movements between the fair value hierarchy classlfications of assets and

liabilities during FY 2021-22.

(iv). Level 3 fair values measurement

The following table shows a reconciliation from the beginning balances to the ending balances for fair value measurements in

Level 3 of the fair value hierarchy.

i ;rqtal gains/ . ) L ;-
U Lo o " Asat. | (losses) .| : f- Asat’ .
Particulars Aprit,. | recorded I | Puirchases | o S21%/ - ";':;‘;f:t')‘ | -marcha,
- : 2021 “profitor [ . 4 ; ©- 2022
Loans 1,012.11 320.77 - 0.24 1,333.11
Investments 0.17 - (0.17) 0.00

v B
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e . . |Total'gains/
- Asat | (losses). |’

| -aprit,
| -2020
Loans ' 2443.07 | (L,430.96)| - - - 00211
Investments 1,275.68 (974.56) - (300.94) - 0.17
The following table demonstrates the sensitivity to a reasonably possible change in the significant unobservable inputs (all other variables being|
considered as constant) of the Company’s Statement of Profit and Loss and equity.
(Rs in Million)
| Tncrease f (decreaseyin [ oo i it oo kTl s
“|"the [ssuer yleld curve _Sgnspvnty of pmﬁg . ‘Sensitivity of equity ;
A AR D - orloss : S
2021-22
75 Basis point Up Tmpact on (45.03) (33.70)
Loans/Investments at FVTPL Profit before Impat?t on
75 Basis point down Tax 4729 |  equity 35.39
2020-21
" Tmpadt on
Loans/Investments at FVTPL 50 Basls point Up Profit before (118.73) Impat;.t on {88.85)
50 Basls point down Tax 198.95 equity 148.88

C. Risk management framework

The Company’s risks are managed through an integrated risk management framework, induding ongoing identification, measurement and
monitoring, subject to risk limits and other controls. The company considers ongoing risk management as a critical function and each individual
within the Company s accountable for the risk exposures refating to his or her responsibilities. The Company is exposed to credit risk, liquidity risk
and interest rate risk.

It is the Company’s policy to ensure that a robust risk awareness is embedded in its organizational risk culture. Further the Company has a
designated Chief Risk Officer (CRO) overseeing the risk management functions.

Credit Risk in simple terms Is the risk of borrowers / obligors ability to honour their obligations in timely manner and the loss that may be incurred
by the Company in the event of the failure of borrowers to meet their repayment obligations. The Company manages this risk by setting limits for
single and group borrower exposures, sectoral exposure norms and limits on unsecured exposures.

2. Impairment assessment

7} Ex; re at D 1/t (FAD,
EAD Is aggregate of the amortized prindpal, accrued interest and committed undrawn lines as on the default date and the same is used for purpose
of ECL computation.
Exposure to Loans/Investments which are accounted as per amortized cost method have been dassified under the following three stages at
borrower fevel.
Stage 1 — Loans/Investments with low credit risk and where there is no significant increase in credit risk. The Loans/Investments up to 0-30 days
are classified as Stagel.
Stage 2 — Loans/Investments with significant increase in credit risk as compared to the risk assessed at their origination are considered as stage 2.|
These indude underperforming assets i.e. assets with overdue > 30 days and < 90 days or any other asset that the management, based on 3
qualitative assessment, considers to be underperforming in its view irrespective of the numbers of days the account Is overdue,
Stage 3 ~ Non Performing or Impaired borrowers and defined as borrowers with aver dues > 90 days or where the management, based on a
qualitative assessment, considers the default to be imminent.

Credit Conversion Factor (CCF) for committed and undrawn lines:

Estimated drawdown within 1 year of date of ECL Calculation: 20%

Estimated drawdown beyond 1 year of date of ECL Calculation: 50%

However, as a measure of prudence, for undrawn lines, CCF of 50% Is used irrespective of tenor over which drawdown would occur as the
probability of the year 1 drawdown is high and therefore that becoming a funded exposure is more certain.

ii) Significant in sein it risi

The Company continuously monitors alt loans/investments subject to ECLs. This monitoring is to evaluate if there has been any significant in the|

credit risk over the balance life of the loans/investments as compared to the assessed credit risk at the time of their origination. Such evaluation|

may lead to either revision in the probability of default and / or revision in the asset dassification stage (1 or 2) based on overdue status or
t's qualitative that the underiying risk has significantly increased and the asset needs to be assessed either on the basis of|

lifetime PD or default PD If the default is considered imminent. The Company conslders an exposure to have significantly increased in credit risk if

contractual payments are more than 30 days past due or where the management, based on a qualitative assessment, considers the asset to be

underperforming in its view irrespective of the numbers of days the acoount is averdue,

jii) Definition of default an,
In the event any borrower has def:
Factors considered for Stage definition
Besides the number of days an account is overdue, the Company considers various qualitative factors to assess whether any exposure should be
moved to Stage 2 or Stage 3 ( for imminent threat of default cases). Some of the indicative parameters (non-exhaustive) are :
« Financial parameters such as drop in profitability / increase in debt / adverse changes in debt / EBIDTA or DSCR ratios
A breach of contract such as a default or past due event or material covenant breaches;
* The restructuring of a loan or advance by the company on terms that the company would not consider otherwise; or
« It Is becoming probable that the borrower will enter bankruptcy or other finandal reorganization
1t is the Company’s policy to consider a financial instrument as ‘cured’ and therefore re-classified out of Stage 3 when the borrower makes
necessary payments and the borrower is not 90 days past due after such payments. The dedision whether to dassify an asset as Stage 2 or Stage 1
once cured depends on the updated credit grade, at the time of the cure, and the relative credit risk as compared to the asset origination stage.

d on [oan repay cbligations for 90 days or more, the same is considered as credit impaired i.e. stage 3.
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The probability of default is an estimate of the likelihood of default over a given time horizon. A default may only happen at a certzin time over the
assessed period, if the fadility has not been previously derecognised and is still in the portfollo. The Company has its own Internal ratings for dient|
exposures and these have been mapped to leading external credit rating agency’s ratings and probabilities of default. The Company has applied

a. 12 months PD to Stage 1 Loans and Investments

b, Lifetime PD for Stage 2 assets

c. 100% PD for Stage 3 assets

[v) Loss given default
The loss given default is an estimate of the loss arising in the case where a default oocurs at a given time. It is based on the difference between the
contractual cash flows due and those that would be expected to be received, induding from ion of any prime/c security. LGD is|

computed based on discounted expected recoveries at an account level based on collateral valuation after applying appropriate hair cut and
appropriate recovery time.

3. Coliateral and other credit enhancements

The amount and type of collateral required depends on an assessment of the credit risk of the counterparty. Company has guidelines in place|
covering the acceptability and valuation of each type of collateral. G lly the C y accepts coll Is such as real estate (residential /
commerdial / land parcels), shares (listed / unlisted / promoter owned), plant and machinery, stock and book debts etc. Management monitors the
market value of collateral and will request additional collateral in accordance with the underlying agreement. In case of defaults by customers
(whether of due payments or underlying security conditions / covenants), the Company has the right to enforce the security and monetise the same

towards part or full liquidation of the credit exposure.
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6. Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair values of financial instruments. The core

business of the company is providing loans to Corporates and others. The Company borrows through various financial instruments to finance its core|

lending activity. These activities expose the Company to interest rate risk.

Exposure to interest rate risk (Rs in Million)
L i Partelars - |Asat3i-Mar:2023]As at 31-Mar-2021
Variable-rate instruments

Variable Rate Loans 2,808.55 5,259.00
Variable Rate Borrowings 4,337.95 12,557.14
Total 7,146.50 17,816.14

Interest rate risk is measured through earnings at risk from an earnings perspective. Further, exposure to fl

way of gap analysis across different time buckets (based on contracted / behavioural maturities), providing a static view of the maturity and re-pricing

characteristic of Balance sheet positions, Interest rate risk is monitored on a quarterly basis.

The following table demonstrates the sensitivity to a reasonably possible change in interest rates (all other variables being considered as constant) of the;

Company’s statement of profit and loss and equity.

uctuations in interest rates is measured by,

(Rs in Miflion)

; _cunepq:' o "Ihc‘l‘,e'aAse [7_(de9rgase)_ in basis.points. : . sens"'h:;%:sffp!gﬁt Sensitivity of equity

, RS i T 202122 : - —
Borrowings 50 Basis point Up Impact on Profit (23.29) | (17.43)
50 Basis point Down before Tax 23.75 Impact on equity 17.77
Variable rate Loans 75 Basis point Up Impact on Profit (6.38) " (4.78)
75 Basis point Down before Tax 6.51 Impact on equity 4.87
- . - 2020-21 . :

Borrowings 50 Basis point Up Impact on Profit (59.25) . (44.34)
50 Basis point Down before Tax 60.01 | MPact on equity .90

50 Basis point Up
50 Basis point Down

Impact on Profit
before Tax

Variable rate Loans |

45.45
46.18

Impact on equity g:g;

L8
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Note 35. Change in liabilities arising from financing activities

(Rs. In Million)
ok e As at March
e culars, o o i “Cashflows - 8T 20227
Debt securities 2,594.04 (2,600.00) -

Borrowings other than debt securities 9,963.09 (5,628.60) 4,337.95
Total liabilities from financing activities 12,557.13 (8,228.60) 4,337.95
Note 36

(i) Provident Fund

Provident fund for certain eligible employees is paid to recognised provident fund managed by the Government, The contribution by the employer and
employee together with the interest accumulated thereon are payable to employees at the time of their termination/retirement, in accordance with PF
rules, The contribution to the said recognised fund is considered as expenses in the Profit and loss account on accrual basis. The charge during the
current year towards employer’s share of contribution is INR 3,98 million{ Previous year INR 4.11 million).

(ii)_Gratuity Fund

The Company accounts for its liability towards Gratuity based on actuarial valuation made by an independent actuary as at the balance sheet date based
on projected unit credit method. Actuarial gains and losses are recognised in the Statement of Profit and Loss in the period in which they occur.

The gratuity policy of the company provides for lumpsum payment to vested employees at retirement or on termination of employment, based on
respective employee’s salary and years of employment in accordance with Payment of Gratuity Act, 1972.

Changes in the defined benefit obligation and fair value of plan assets as at March 31, 2022:

{Rs. In Million)
- Particulars - . ‘|-AsatApril1, | Includedin profitorloss | Benefits paid | Included in'OCI . Asat March
i oo L f e 20287 [ service cost | Netinterest [ - 0 7 [T Actuarial .| Experience, | - 31,2022
P B R " expense ' . " ¢hanges ~ | adjustments.| . .7 o -
xpel . . | arising from:| o - |
changesin [ |
| ‘financial " R
Defined benefit obligation 7.03 2.37 0.39 - {0.00) (8.67) 1.12
Benefit liability 7.03 2.37 0.39 - (0.00) (8.67) 1.12
Changes in the defined benefit obligation and fair value of plan assets as at March 31, 2021:
(Rs. In Million)
* . Particulars “AsatApril'1, | Included in.profitorloss - |:Benefitspaid| . Includedin OCI AsatMarch
LR - 2020 ‘| Service cost .| ‘Netinterest | T Actuarial- | Experience 131,:2021.
o ) expense | | -changes | adjustments [ "
L | arisingfrom | :
. changesin
-financial - .
N . o e 2t assumptions | P
Defined benefit obligation 7.75 2.84 0.53 (1.39) (0:35) (2.35) 7.03
Benefit liability 7.75 2.84 0.53 (1.39) {0.35) (2.35) 7.03

Actuarial assumptions
The following were the principal actuarial assumptions at the reporting date (expressed as welghted averages)

lPartiéutars, 70 0L L . |-AsatMarch |- Asat March
SRR . : Lo RS : 31,2022 | 31,2021
Discount rate 5.66% 5.58%)]
Salary escalation rate 10.00% 10.00%]|
Sensitivity analysis {Rs. In Million)
-p; s g eh D Tl As;at March |- As at March |- Asat March T As at March
e b e | 31,2022 |20 31,2021 . - 31, 2022; : | - 31, 2021

ensitivity Level 1% increase 1% increase 1% decrease 1% decrease
Impact on defined benefit obligation

1) Discount Rate (0.06) {0.32) 0.06 0.34

2) Future Salary Increases 0.05 0.23 (0.05) (0.24)

3) Employee Turnover (0.03) {0.16) 0.03 0.17
Maturity Analysis of benefit payments (Rs. In Million)

(Cans " [-As at March T .ASat March_

s 31,2022 | 31,2021

Within the next 12 months 0.00 0.20

Between 2 and 5 years 0.60 4.42

Between 6 and 10 years 0.57 3.24

Beyond 10 years 0.41 1.53

Total expected payments 1.58 9.39

Accumulated Compensated Absences
The Company provides for accumulated compensated absences as at the balance sheet date on the basis of an actuarial valuation. The Company
recognized Rs,-2,11 Million (Previous year Rs.9.35 Million) for Compensated Absences in the Statement of Profit and Loss.

S
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7 late
A. Details of related parties

nsactions

Names of related’parties " i -0 -
|Kohlberg Kravis Roberts & Ca. L.P.

Ultimate Holding Company

Description of Relationship

KKR India Finandial Investments Pte Limited

Indirect Holding Company

|KKR Capital Markets India Private Limited

Holding company

KKR India Finance Holding LLC

KKR Asla Limited

Fellow subsidlary

Company having significant influence over the Company

KKR India Advisors Private Limited
Mr. Karthik Krishna

Ms. Aparma Ravi

Fellow subsidiary

Key Managerial Personnel

Key Managerial Personnel

Mr. Jigar Shah

Key Managerial Personnel

Mr. Sanfay Nayar

Key Managerial Personnel (w.e.f December 10, 2019 till December 30, 2020)

Mrs.Parul Sarda

Key Managerial Personnel (till June 30, 2020)

(a) Key management personnel compensation* (Rs. In Million)
Sr. No. Particulars For the year ended |For the Year ended
March 31, 2022 March 31, 2021
f. Short-term employee benefits 68.31 68.23
il. Past-employment benefits - -
M. Other Long Term Benefits - -
iv. Share Based Payment 42.99 10.55
v. Sitting fees 3.78 1.00
Total 115.08 79.78
* The above figures do not include provisions for leave encashment and gratuity, as actuarial valuation are determined on overall basis.
(Rs. In Million)
B. Related party transactions Ultimate Holding Company| Holding Company | Fellow subsidiaries | Company having
significant
influence over
the Company
Description of transaction:
Relmbursement of expenses:
Kohtberg Kravis Roberts & Co. L.P. 3.30 - - -
(12.68) () () )
KKR Asla Limited - - 12.89 -
() () (18,09) ()
KKR India Finance Holding LLC - - - 15.79
() ) (-) (15.55)
KKR India Advisors Private Limited - - 0.42 -
) ) (3.55) )
KKR Capital Markets India Private Limited - 33.05 - -
) (49.63) () )
Recovery of expenses:
KKR Capital Markets India Private Limited - 27.65 - -
(=) (42.03) (-) )
KKR India Advisors Private Umited - - 21,12 -
() () (21.23) ()
Sale of assets:
KKR India Advisors Private Limited - - 1, -
(-) ) (=) ()
(Rs. In Million)
C. Related party balances as at March | Ultimate Holding Company| Holding Company | Fellow subsidiaries | Company having
31, 2022 significant
influence over
the Company
Equity Share Capital:
KKR Capital Markets Indla Private Limited - 4,602.27 - -
) (4,602.27) ) )
Payables:
KKR India Finance Halding LLC - - - 0
) ) ) (3.89)
Kohlberg Kravis Roberts & Co. L.P. 0.00 - - -
(9.13) ) () (-)
KKR India Advisors Private Limited - - 0.00 -
(-) () (0.58) (=)
KKR Capital Markets India Private Limited - 0.00 - B
) (13.63) (-) )
Receivables:
KKR Capital Markets India Private Limited - 0.00 - -
() (2.03) ) )
KKR Indla Advisors Private Limited - - 0.07 -
) ) (13.29) )

Notes ;
1. Related parties have been Identified by the management.
previous year.

2. Figures in brackets pertaln to those of the




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 38. Segqment Information

The principal object of the Company is to carry on the activities of advisory and finance arrangement services. All other activities of the Company revolve

around / are connected with its principal object. Considering this, the Company has only one reportable segment.

Note 39, Lease Disclosures

Under Ind-AS 116, the Company recognises right-of-use assets and lease liabilities for leases i.e. these leases are on the balance sheet. Lease liabilities as
at 01 April 2019 were measured at the present value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate. The
weighted average of lessee’s incremental borrowing rate applied to the lease liabilities as at 01 April 2019 was 9.50%.

Changes in the carrying value of Right-of-use Assets

(Rs. In Million)

Asat i

<At

k ‘,l;a’!'ticula_'rén L o A S S

TN B LT -'|; March 31, 2022 |:March:31,2021

Opening balance 55.41 72,91
Additions - -

Deletion 37.91

Depreciation 17.50 17.50

Closing balance - 55.41
Changes in the Lease liabilities (Rs. In Million)
Sow o particulars - . Asat 3| o: TAsat

- R AT L K March 31, 2022 :| March.31;. 2021

Opening balance 61.77 75.96
Addition - -

Add: Lease interest 5.20 6.61

Less: Lease payments 20.80 20.80
|Less:Deletion 46.17 -

Closing balance - 61.77
Maturity analysis of lease liabilities (Rs. In Million)

'Parﬁculars i ’ Asat .- _hAs_:at .

: N T : i _March 31, 2022 | March 31, 2021

a) Payable not later than one year - 15.60

b) Payable later than one year and not later than five years - 46.17
c) Payable later than five years - -
Amounts recognised in statement of Profit and Loss account (Rs. In Million)

" - Particulars Asat, ' .| Asat

e e e - March 31, 2022 | March 31, 2021

Interest on Lease liability 5.20 6.61

Depreciation on Leased asset 17,50 17.50
Expense relating to short-term leases 0.43 -
Amounts recognised in statement of Cash Flows (Rs. In Million)

P rticulars - i ... Asat . ‘. Asat
R ST R SRR : March 31, 2022 -| March 31; 2021
Total Cash outflow for lease asset 20.80 20.80

Note 40. Earnings Per Share
The computation of earnings per share is set out below:

share)

(Rs. In Million)

¥ Vo cAs ‘Asat.

i March 31,:202, rch:31,72021
Net Profit / (Loss) attributable to equity holders of the Company (A) (Rs. In Million) (71.96) (1,394.01)
Weighted average number of equity shares for calculating Basic EPS (B) Nos. 460,226,538 460,226,538
Weighted average number of equity shares for calculating Diluted EPS (C) Nos. 460.226.538 460,226,538
Basic eamings per equity share (in Rupees) (Face value of Rs. 10/- per| (AY(B) Rs (0.16) (3.03)
share) 3 ) *
Imted earnings per equity share (in Rupees) (Face value of Rs, 10/- per (A(O) Rs (0.16) (3.03)

-

A



KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 41. Contingent liabilities

(Rs. In Million)
. Particulars’ S Asate s oo AsAb

R Lo PR . .- l:March-31; 2022 |- “March 31, 2021,
(a) Income tax demand disputed in appeal 0.20 0.20

(b) The Company does not have any Benami property, where any proceeding has been initiated or pending against the Company for
holding any Benami property under the Benami Transactions (Prohibition) Act, 1988 (45 of 1988) and rules made thereunder.

Note 42. Employee Share Incentive Plan

KKR Capital Markets India Private Limited (the Holding Company), has granted the Restricted Share Units (RSUs), inter alia, to the
eligible employees and/or directors (the employees) of the Company. 2,364,448 RSUs have been granted on April 1, 2017, 249,888
RSUs have been granted on January 1, 2018, 308,406 RSUs have been granted on July 1, 2018, 31,774 RSUs have been granted on
January 1, 2019, 251,512 RSUs have been granted on April 1, 2019, 513,372 RSUs have been granted on October 1, 2019 and
758,384 RSUs have been granted on May 31, 2021. The particulars of vesting of the RSUs granted to the employees are given in the
below table.

The RSUs shall be eligible for vesting as per following schedule:

"+ Vesting Date | No..of RSUSs. Status - Exercise Period . -'|'Exercise Price per
L T PR L - .| ~RSU (Rupees) -
April 1, 2018 370,087 |Vested 1 year from the Date of Vesting 10
April 1, 2019 370,088 |Vested 2 years from the Date of Vesting 10
April 1, 2020 16,033 |Vested 0.5 year from the Date of Vesting 10
April 1, 2020 38,599 [Vested 1 year from the Date of Vesting 10
April 1, 2020 84,982 |Vested 1.75 years from the Date of Vesting 10
April 1, 2020 27,414 |Vested 3 years from the Date of Vesting 10
April 1, 2021 16,033 |Vested 1.5 years from the Date of Vesting 10
April 1, 2021 38,600 |Vested 2 years from the Date of Vesting 10
April 1, 2021 42,493 |Vested 2.75 years from the Date of Vesting 10
October 1, 2020 11,348 |Vested 1 year from the Date of Vesting 10
July 1, 2019 84,983 |Vested 1 year from the Date of Vesting 10
January 1, 2020 10,592 |Vested 1 year from the Date of Vesting 10
January 1, 2021 10,592 |Vested 2 years from the Date of Vesting 10
January 1, 2022 10,590 |Vested 3 years from the Date of Vesting 10
January 1, 2022 15,439 {Vested 2.75 years from the Date of Vesting 10
January 1, 2022 16,032 |Vested 2.5 years from the Date of Vesting 10
The current status of the RSUs granted to the employees is as under: (Rs. In Million)

: o R . . . Number of outstanding RSUs._ - -
. . . Particulars . - — T o —
s T . ; . . ;* Currentyear |- 'Previous year .
Qutstanding at the beginning of the year 321,665 1,810,972
Granted during the year 758,384 -
Transfer in/ (out) during the year - -
Lapsed/ forfeited during the year . 837,821 567,630
Exercised during the year 242,228 921,677
Outstanding at the end of the year - 321,665
Exercisable at the end of the year - 129,520

The charge on account of the above plan is included in employee benefits expense aggregating Rs.(8.68) Million (Previous year
reversal Rs.(6.61) Milliion). Since the RSUs are granted by the Holding Company, basic and diluted earnings per share of the

Company would remain unchanged.




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 43.
Disclosure as required in terms of Annexure I of Non-Banking Financial Company - Systemically Important Non-Deposit taking Company and
Deposit taking Company (Reserve Bank) Directions, 2016 (the Direction)

(Rs. In Million)
(1) Loans and advances availed by the non banking financial company (comprises
principal amount and interest accrued thereon but not paid):
(a) Debentures : Secured 0.00 -
(4,202.97) ()
Unsecured - -
O] )
(other than falling within the meaning of public deposits)
(b) Deferred Credits - -
Q] )
(c) Term Loans 2,087.95 -
(6,484.50) )
(d) Inter-corporate loans and borrowings - -
Q] )
(e) Commercial Paper - -
Q] (O]
(f) Public Deposits - -
) ()
(g) Other Loans (Working Capital demand loan, CC facility) 2,250.00 -
(3,478.60) -)
(2) Break-up of (1)(f) above (Outstanding public deposits inclusive of interest
accrued thereon but not paid):
(a) In the form of Unsecured debentures - -
Q] Q]
(b) In the form of partly secured debentures i.e. debentures where there is a - -
shortfall in the value of security ) -)
(c) Other public deposits - -
) )
(Rs. In Million)
Assets side: -Amount
Ouﬁqnd‘ingvl\son
- March 31, 2022
(3) Break-up of Loans and Advances including bills receivables
[other than those included in (4) below] (principal amounts):
(a) Secured 8,330.43
(14,630.43)
(b) Unsecured 236.72
(1,131.50)
(4) Break up of Leased Assets and stock on hire and other assets counting towards AFC
activities
(i) Lease assets including lease rentals under sundry debtors :
(a) Financial lease -
O]
(b) Operating lease -
Q)]
(ii) Stock on hire including hire charges under sundry debtors:
(a) Assets on hire -
)
(b) Repossessed Assets -
)
(iii) other loans counting towards AFC activities
(a) Loans where assets have been repossessed -
)
(b) Loans other than (a) above -
(@)




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

(5) Break-up of Investments (excluding interest accrued but not due)
Current Investments: (excluding current position of long term investments)
1, Quoted :
(i} Shares : (a) Equity

)
(b) Preference -
Q]
(ii) Debentures and Bonds -
O]
(ifi) Units of mutual funds -
Q)
(iv) Government Securities -
Q]
(v) Others (please specify) -
)
2. Unquoted :
(i) Shares : (a) Equity -
O]
(b) Preference -
)
(ii) Debentures and Bonds -
]
(iif) Units of mutual funds -
)
(iv) Government Securities -
)
(v) Others (Please specify) -
G
Long Term investments: (including current position of long term investments)
1. Quoted :
(i) Shares : (a) Equity -
(b) Preference -
Q)]
(ii) Debentures and Bonds -
Q]
(iii) Units of mutual funds -
O]
(iv) Government Securities -
Q]
(v) Others (please specify) -
Q]
2. Unquoted :
(i) Shares : (a) Equity -
Q)
(b) Preference -
)
(ii) Debentures and Bonds 0.00
(59.79)
(iff) Units of mutual funds -
)
(iv) Government Securities -
)
(v) Others (Please specify) -
(@)

{Rs. In Million)




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

(6) Borrower group-wise classification of assets financed as in (3) and (4) above

(Rs. In Million)

. Amount net of.provisions - . :
> -Unsecured:
1, Related Parties
(a) Subsidiaries - - -
() ) )
(b) Companies in the same group - - -
(2 ) )
(c) Cther related parties - - -
(-) () -
2. Qther than related parties 8,330.43 236.72 8,567.15
(14,630.43) (1,131.50) (15,761.93)
Total 8,330.43 236.72 8,567.15
(14,630.43) (1,131,50) (15,761.93)
(7) Investor group-wise classification of all investments (current and long term) in shares and securities
(both quoted and unquoted):
(Rs. In Million)
. -}, : MarketValue / [ - Book Valite -
Category . -| -Breakuperfair |~ ‘(Netof '
S | .value 6r NAV Provisions) .- .
1. Related Parties
(a) Subsidiaries - -
O] -
(b) Companies in the same group - -
Q)] )
(c) Other related parties - -
) Q]
2, Other than related parties 0.00 0.00
(59.79) (59.79)
Total 0.00 0.00
(59.79) {(59.79)
(Rs. In Million)
‘Amount
(8) Other information . Rupees
Particulars
(i) Gross Non-Performing Assets
(a) Related parties -
O]
(b) Other than related parties -
Q]
(i) Net Non-Performing Assets
(a) Related parties -
Q)]
(b) Other than related parties -
Q)
(iif) Assets acquired in satisfaction of debt -)

Note: Figures in brackets pertain to those of the previous year




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 44, Disclosures as in terms of the RBI Diracti
44.1. Capital {Rs. In Million)
TR Particulors’ - RSt Asat. .
b LSRR March 31,2022 March 31,2021 -
CRAR (%) 83.01 53.42
CRAR - Tier I Capital (%) 81.76 51.05
CRAR - Tier I Capital (%) 1.25 2.37
Uquidity Covergae ratio (%) Not applicable Not applicable
Amount of subordinated debt raised as Tier-1I capital - -
Amount raised by issue of Perpetual Debt Instruments - -
44.2, Investments (Rs. In Million)
o RN, Particulars . March 31,2022 * | “March.31; 2024 |
(1) Value of Investments
(i) Gross Value of Investments
(a) In India - 59.79
(b) Outside India
(i) Provisions for Depreciation
(a) In Indla - 0.17
(b) Outside India - -
(il1) Net Value of Investments
(a) In India - 59.62
(b) Outside India - -
(2) Movement of provisions held towards depreciation on Investments
(i) Opening balance 0.17 4,438.90
(fi) Add: Provisions made during the year - 233.33
(iii) Less: Write-off/write-back of excess provisions during the year (0.17) (4,672.06)
(iv) Closing balance 0.00 0.17

44.3. Derivatives

The Company has not entered Into any Forward rate agreement/Interest rate swap/Exchange traded interest rate derivative transactions during

the current and previous year.

44.4. Securitisation

[The Company has not entered into any Securitisation transactions during the current and previous year.

44.5. Assignment
Details of assignment transactions undertaken by the Company (Rs. In Milllon)
R © - particufars - e 2 RS A

s Lo - ‘March 31, 2022 March 31,2021,

(1) Number of accounts - 3

(li) Aggregate value (net of provislons) of accounts sold - 339.32

(tii) Aggregate consideration - 700.00

(iv) Additional consideration realized In respect of accounts transferred in earlier years - -

(v) Aggregate (galn) / loss over net book value - (360.68)

Details of non-performing financial assets purchased / sold

Details of Non-performing assets purchased (Rs. In Million)

As at Asat

Particulars

March 31, 2022

March 31, 2021

1 (a) No. of accounts purchased during the year

(b) Aggregate outstanding - -
2 (a) Of these, number of accounts restructured during the year - -
(b) Aggregate outstanding - -
Details of Non-performing assets sold (Rs. In Million)
EE A A P .'l“‘ . . .Asat . o Asat. -
I ) articulars - March 31, 2022 March 31,2021
(1) Number of accounts sold 1 3
(i) Aggregate outstanding - 848.30
iil) Aggregate consideration recelved 426.20 700.00
Details of financlal asset sold to Securitisation / Reconstruction company for Asset reconstruction (Rs, In Milllon)
T TR ; T Tasat’ . Asat ot
Particulars March 31,2022 | March31, 2021,

(i) Number of accounts sold
(il) Aggregate value (net of provisions) of accounts sold to SC / RC
(iif) Aggregate consideration

(iv) Aggregate consideration realised in respect of accounts transferred In earlier years

(v) Aggregate {galn) or loss over net book value

44.6. Fraud

lThe Company has reported frauds (on Company) aggregating Rs 9,315.37 million (FY 2020-21: Rs 9,315.37 million) to the regulators through

rescribed returns.
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KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 44.11. Miscellaneous details

T Asat
oo B R R L e e e e ot e )T March 3172022

(i) Registration/ licence/ authorisation, by whatever name called, obtained from other financial |Not applicable Not applicable

sector regulators

(ii) Ratings assigned by credit rating agencies and migration of ratings during the year CRISIL AA/Watch Negative {CRISIL AA/Stable &

& Crisil A1+ CRISIL A1+

(i) Penalties, if any, levied by any regulator Nil Nil

(iv) Information namely, area, country of operation and joint venture partners with regard to  [Not applicable Not applicable

Joint ventures and overseas subsidiaries

Note:
The Credit rating disclosed are as per Crisil report dated August 20, 2021

44.12 Disclosures of Penalties imposed by RBI and other regulators: NIL
44.13 Related party Transactions:

a.

b. Disclosure of Policy on dealing with Related Party transactions:

Details of all material transactions with the related parties: Refer Note No. 37 forming part of the Notes to the Financial Statements.

The Company has made a list of related parties after considering the requirements and based on the annual declaration received from individuals like
directors. The directors are also required to inform the Company of any changes to such declaration during the year.

All related party transactions are reported and referred for approval to the Audit Committee as per section 177 of the Companies Act, 2013. The
Audit committee may grant general approval for repetitive related party transactions. Such general approval will be valid for a period of one year and

a fresh approval shall be taken for every financial year.

As per section 188 of the Act, the consent of the Board/Shareholders’ approval is required, by a special resolution in a general meeting, for entering
into the specified transactions with a related party, if they are not in ordinary course of business of the Company or at arm’s length and exceeds the

threshold limits as specified in the Act.

44.14 Remuneration of Directors and Transactions with non executive directors: : Refer Note No. 37 forming part of the Notes to the

Financial Statements.

44.15 Impact of prior period items on current year's profit and loss: Nil
44.16 Circumstances in which Revenue Recognition has been postponed: Nil
44.17 1Ind AS 110 - Consolidated Financial Statements (CFS)- Not Applicable

Note 44.18.1 Additional Disclosures
A) Provisions and Contingencies

on borrower/ customers

(Rs. In Million)
LI e s T e T T T ! - Asat. . Lo Asatr oo
F_re,gk upof Provnsmn 2 gd_Cg?ntlnggnc:gs_ expenditure for the year 3 ‘March 31,2022 - - ,Ma:r ch 31’:.2.021 i’
Provisions for depreciation on Investment - -
Provision towards NPA# (270.77) (3,345.73),
Provision for contingencies - -
Provision made towards Income-tax 19.15 (0.61)
Qther provision and Contingencies:
Provision towards impairment of financial instruments other than provision for stage 3 assets 653.21 (2,241.20)
# Provision for Stage 3 assets
B) Draw down from reserves
44.18.2 Concentration of Deposits, Advances, Exposures and NPAs
A) Concentration of advances
Total advances to twenty largest borrowers 8,612.98 15,878.61
Percentage of advances to twenty largest borrowers to total advances of the NBFC 100% 100%
B) Concentration of Exposures
Total advances to twenty largest borrowers / customers 9,153.53 17,264.32
Percentage of exposures to twenty largest borrowers/ customers to total exposures of the NBFC 100% 100%

C) Concentration of NPAs

Total exposure to top four NPA accounts

D) Sector-wise NPAs

Sector

1) Agriculture and allied activities
2) MSME

3) Corporate borrowers

4) Services

5) Unsecured personal loans

6) Auto loans

7) Other personal loans

Note:

Impairment loss allowance of INR 2,638.77 million and adjustments related to effective interest rate, INR 45.83 MM are not part of above disclosure.
Moratorium status for the months of April 20 and May 20 has been taken as on the date of signing the financial statement.




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 44.19. Moventent of NPAs

(Rs. In Mil Ilcn)
R B o . AS at . B s
SRR 2 B «March 31, 2022 g'Mardl 31, 2021
(i) Net NPAs to Net Advances (%) 0.00% 0.00%
(i} Movement of NPAs (Gross)
(a) Opening balance - 3,808.17
(b) Additions during the year 3,964.08 11,311.82
(c) Reductions during the year 3,964.08 15,119.99
{d) Closing balance - -
(iii) Movement of Net NPAs
(a) Opening balance - 1,372.52
(b) Additions during the year 2,081.37 4,7072.37
(c) Reductions during the year 2,081.37 6,079.89
(d) Closing balance - -
(iv) Movement of provisions for NPAs (excluding provisions on standard assets)
(a) Opening balance - 2,435.65
(b) Provisions made during the year 1,882.71 6,604.45
(c) Write-off / write-back of excess provisions 1,882.71 9,040.10
() Closing balance - -
44.20.0verseas Assets (for those with Joint Ventures and Subsidiaries abroad)
Narne ofthe Joint Venture I Other Parﬁ)er ’ : - o
Subsndlary JERE | inthesv . Cogntry “}ly'o;afl Assets
N.A. N.A, N.A. N.A.
44.21, Off- balance sheet SPVs sponsored (which are required to be consolidated as per accounting norms)
:Name of the SPV sponsored
“Domestic - | ~Overseas
N.A. | N.A.
44.22. Disclosure of Complaints
E Asat . Asat
: - . Particulars March 31, 2022 March 31,2021 °
(a) No. of complalnts pendlng at the beglnmng of the year - -
(b) No. of complaints received during the year - -
(c) No. of complaints redressed during the year - -
(d) No. of complaints pending at the end of the year - -
Note 45: Capital commitment/ Other commitments
(Rs. In Million)
] As at . -Asat -
o Pm"“'a's March 31, 2022 March 31,2021
Other commltments (Ioans commltted to be dlsbursed to borrowers) 540.56 1,385.70

Note 46. Long-term contracts

The Company did not have any long-term contracts including derivative contracts for which any provision is required for the foreseeable losses.

Note 47. Foreign currency exposure not hedqed by derivative instruments

{Rs. In Mi llon)

IV _Asat ) . Asat ¢ . :
. : L 3 March 31, 2022 | B March 31, 2021 - e
R 2 -USDin Mllhon I Rsm Million . USD in Mllllon ] Rsm Mllhon
Trade payable 0.18 | 12.89
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KKR INDIA FINANCIAL SERVICES LIMITED

Notes forming part of the financial statements

Note 48
Disclosure requirements as per RBI circular dated March 13, 2020 having reference number RBI/2019-20/170 , DOR
(NBFC).CC.PD.N0.109/22.10.106/2019-20 as per para 2 of Prudential Floor of ECL in respect of loan/investment at amortised cost
(Rs. In Million)
Asset Classification‘as per'RBI . . .“|Net Carrying, :.: (P Visions;
rms ' |a : ad
A Y S 5=3-4 -,
Performing Assets
Standard Stage 1 4,750.83 344,92 4,405.91 19.00 325.92
Stage 2 1,550.74 934.48 616.26 6.20 928.28
Subtotal 6,301.57 1,279.40 5,022.17 25.20 1,254.20
Non-Performing Assets (NPA)
Substandard Stage 3 - - - - -
Doubtful
Up to 1 year Stage 3 - - - - -
1 to 3 years Stage 3 - - - - -
More than 3 years Stage 3 - - - - -
Subtotal for doubtful - - - - -
Loss Stage 3 - - - - -
Subtotal for NPA - - - - -
Other items such as guarantees, loan Stage 1 210.00 26,25 183.75 - 26.25
commitments, etc. which are in the scope |Stage 2 - - - - -
of Ind AS 109 but not covered under Stage 3 - - - - -
current Income Recognition, Asset
Classification and Provisioning (IRACP)
norms
Subtotal
Total Stage 1 4,960.83 371.17 4,589.66 19.00 352.17
Stage 2 1,550.74 934.48 616.26 6.20 928.28
Stage 3 - - - - -
Total 6,511.57 1,305.65 5,205.92 25.20 1,280.45
Note: For the purpose of above disclosure company has not considered loans measured at fair value through profit and loss account
Note 49
Disclosure in respect of RBI circular on "COVID19 Regulatory Package - Asset Classification and Provisioning
(Rs. In Million)
Particulars Amount
Respective amounts in SMA/overdue categories, where the moratorium/deferment was extended, in terms of
paragraph 2 and 3 of the RBI Circular; -
Respective amount where asset classification benefits is extended -
Provisions made during the Q4FY2020 and Q1FY2021 in terms of paragraph 5 of the RBI Circular* # Nil
Provisions adjusted during the respective accounting periods against slippages and the residual provisions in
terms of paragraph 6. Nil
#Note: The company being NBFC has complied with INDAS and guidelines duly approved by the Board for recognition of impairment.

Note 50

Disclosure as per the format prescribed as per the notification no. RBI/2020-21/16 DOR.NO.BP.BC/3/21.04.048/2020-21 dated August 6, 2020
and RBI/2021-22/31/DOR.STR.REC.11 /21.04.048/2021-22 dated May 05, 2021 - on Resolution Framework -Resolution of Covid-19 related
stress - Not applicable since no resolution plan implemented under this framework

Note 51

Disclosure pertaining to RBI Master Direction - RBI/DOR/2021-22/86 DOR.STR.REC.51/21.04.048/2021-22 Reserve Bank of India (Transfer of

Loan Exposures) Directions, 2021 dated September 24, 2021

(a) The Company has not transferred through assignment in respect of loans not in default during financial year ended March 31, 2022
(b) The Company has not acquired any loans (not in default) through assignment during the financial year ended March 31, 2022

(c) The Company has neither acquired nor transferred any stressed loans during the year ended March 31, 2022.

Note 52

Pursuant to RBI Circular on Prudential Norms on Income Recognition, Asset Classification and Provislonini_:; pertaining to advances -
Clarification dated November 12, 2021, the Company has taken necessary steps in accordance with the provision of the aforesaid circular.
Further, on February 15, 2022, RBI has allowed a deferment of Para 10 of the aforesaid circular till September 30, 2022, pertaining to upgrade

of non-performing account.




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 53

Disclosures as required by Liquidity Risk Management Framework pursuant RBI Circular RBI/2019-20/88 DOR.NBFC (PD) CC. No0.102/03.10.001/2019-20
(“Framework")

(i) Funding Concentration based on significant counterparty (both deposits and borrowings)
(Rs. In Million)
% of liabilities

1 2 4,350.00 Not Applicable 94.29%

(ii) Top 20 large deposits: Not Applicable
(iii) Top 10 borrowings

SENo. v e te CAmGunt " - F: 9% of Total Borrowings -
1 3,350.00 77.01%)
2 1,000.00 22,99%)
4,350.00 100.00%

(iv) Funding Concentration based on significant msh'ument/product

S ‘No' mficant . Amount % ofTotal .~
1] Non-Convertible Debentures - 0.00%
2 Term Loans 2,100.00 45.52%
3 Working Capital Loans 2,250.00 48.77%

(v) Stock Ratios:

SriNo .. ... ... /|Particulars - .. ...t Pl e e e ] ..Ratio
1)Commercial Paper to Tolzl Llablhtles NIL
2|Commercial Paper to Total Assets NIL
3{NCDs (Original maturity < 1 Year) to Total Liabilities NIL
4[NCDs (Original maturity < 1 Year) to Total Assets NIL
5|NCDs(Original Maturity<1 year)/Public Funds NIL
6|Other Short Term Liabilities/Public Funds 92.30%
5|Other Short-Term Liabilities to Total Liabilities 87.19%
6|Other Short-Term Liabilities to Total Assets 26.37%

(vi) Institutional set-up for liquidity risk management

The Board of Directors of KKR India Financial Services Limited (the Company) has an overall responsibility and oversight for the management of all the risks,
including liquidity risk, to which the Company is exposed to in the course of conducting its business. The Board constituted Asset Liability Management Committee
(ALCO) and Risk Management Committee to strengthen and raise the standard of Asset Liability Management (ALM)

Note:
Significant counterparty as per RBI circular DOR.NBFC (PD) CC. N0.102/03.10.001/2019-20 dated 4 Nov 2019 is defined as a single counterparty or group of]
connected counterparties accounting in aggregate for more than 1% of the Company's total liabilities

Short term liabilities considers the maturity profile of the respective liabilities in the less than or equal to 1 year bucket in line with the RBI ALM guidelines.

Total Public Funds refers to the aggregate of Debt securities, borrowings other than debt securities and subordinated liabilities.

Total liabilities refers to the aggregate of financial liabilities and non — financial liabilities.

The outbreak of Covid-19 pandemic across the globe and India has contributed to a 5|gn|ﬁcant decline and volatility in the global and Indian financial markets
and slowdown in the economic activities. The RBI has issued guidelines relating to COVID-19 Regulatory Package dated March 27, 2020, April 17, 2020 and May
23, 2020 and in accordance therewith, the Company has provided a moratorium of upto six months on the payment of instalments falling due between March 1,
2020 and August 31, 2020 to eligible borrowers, For all such loan asset accounts classified as standard and overdue as on February 29, 2020, where the
moratorium is granted, the asset classification, both as per the RBI's income recognition and asset classification norms and for determining the staging of such
assets to determine the expected credit loss allowance as per the model approved by the Board of Directors of the Company, will remain at standstill during the
moratorium period (i.e. the number of days past due shall exclude the moratorium period for the purposes of asset classification).
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KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 55, Estimation uncertain

In assessing the recoverability of loans, recelvables an mpany has considered internal and external sources of information, including credit
reports, economic forecasts and industry reports upto the date of approval of these financial statements. Included in the allowance for expected credit loss is also)
the adjustment on account of macro-economic factors which involves significant judgement. Based on current indicators of future economic conditions, the
Company expects to recover the carrying amount of these assets. The ultimate outcome of the impact of the said global health pandemic may be materially
different from that estimated as on the date of approval of these financial statements and will depend on future developments’ which are highly uncertain,
including, among other things, any new information concerning the severity of the COVID-19 pandemic and any action to contain its spread or mitigate its impact]
whether government-mandated or elected by the Company. The Company will continue to closely monitor any material changes to future economic conditions.

Note 56. Managerial Remuneration

During the year, Company has paid the managerial remuneration to the directors which exceeds the limit prescribed under section 197 and rules thereunder read
with Schedule V of the Act. The said managerial remuneration has been paid in accordance with the requisite approvals mandated under the provisions of section
197 read with Schedule V to the Act.

Note 57. Social Security Code
The Code on Social Security 2020 (the Code”) relating to employee benefits, during the employment and post-employment, has received Presidential assent on|
September 28, 2020. The Code has been published in the Gazette of India. Further, the Ministry of Labour and Employment has released draft rules for the Code
on November 13, 2020. However, the effective date from which the changes are applicable is yet to be natified and rules for quantifying the financial impact are
also not yet issued.

The Company will assess the impact of the Code and will give appropriate impact in the financial statements in the period in which, the Code becomes effective
and the related rules to determine the financial impact are published

Note 58. Standards issued but not yet effective

Recent pronouncements Ministry of Corporate Affairs ("MCA") notifies new standard or amendments to the existing standards under Companies (Indian
Accounting Standards) Rules as issued from time to time. On March 23, 2022, MCA amended the Companies (Indian Accounting Standards) Anﬁfandment Rules,
2022, applicable from April 1st, 2022, as below: o

LS

Ind AS 103 — Reference to Conceptual Framework The amendments specifiy that to qualify for recognition as part of applying the acquisition method, the
identifiable assets acquired and liabilities assumed must meet the definitions of assets and liabilities in the Conceptual Framework for Financial Reporting under|
Indian Accounting Standards (Conceptual Framework) issued by the Institute of Chartered Accountants of India at the acquisition date. These changes do not|
significantly change the requirements of Ind AS 103. The Company does not expect the amendment to have any significant impact in its financial statements.

Ind AS 16 — Proceeds before intended use The amendments mainly prohibit an entity from deducting from the cost of property, plant and equipment amounts|
received from selling items produced while the company is preparing the asset for its intended use. Instead, an entity will recognise such sales proceeds and
related cost in profit or loss. The Company does not expect the amendments to have any impact in its recognition of its property, plant and equipment in its
financial statements,

Ind AS 37 ~ Onerous Contracts - Costs of Fulfilling a Contract The amendments specify that that the ‘cost of fulfilling’ a contract comprises the costs that relate
directly to the contract’, Costs that relate directly to a contract can either be incremental costs of fulfilling that contract (examples would be direct labour,
materials) or an allocation of other costs that relate directly to fulfilling contracts. The amendment is essentially a clarification and the Company does not expect|
the amendment to have any significant impact in its financial statements.

Ind AS 109 - Annual Improvements to Ind AS (2021) The amendment clarifies which fees an entity includes when it applies the *10 percent’ test of Ind AS 109 in
assessing whether to derecognise a financial liability. The Company does not expect the amendment to have any significant impact in its financial statements.

Ind AS 106 — Annual Improvements to Ind AS (2021) The amendments remove the illustration of the reimbursement of leasehold improvements by the lessor in|
order to resolve any potential confusion regarding the treatment of lease incentives that might arise because of how lease incentives were described in that|
illustration. The Company does not expect the amendment to have any significant impact in its financial statements,

Note 59.Relationship and Transactions with struck off companies
'The Company does not have any transactions with struck-off companies.

Note 60.Undisclosed income
The Company does not have any transaction which is not recorded in the books of accounts but has been surrendered or disclosed as income during the year in
the tax assessments under the Income Tax Act, 1961 (such as, search or survey or any other relevant provisions of the Income Tax Act, 1961).

1




KKR INDIA FINANCIAL SERVICES LIMITED
Notes forming part of the financial statements

Note 62. Scheme(s) of Arrangements

A composite scheme of arrangement has been filed between KKR Capital Markets India Private Limited (KCM) , KKR India Financial Services Limited (KIFSL),|
Incred Financial Services Limited (IFSL or Incred), Bee Finance Limited(BFL), and their respective shareholders with NCLT Mumbai on September 27, 2021.
Further, a joint application has been made by Incred and KIFSL to RBI for prior approval of change in control and no objection on the NCLT application. RBI has
given its No Objection Certificate for the proposed transaction on December 8, 2021. The Company has received an NCLT order dated November 10, 2021
pursuant to which a meeting of the Equity shareholders, Preference shareholders and secured creditors was called. As on date, the merger scheme is approved
by all lenders, majority investors, RBI and SEBI; only NCLT approval is pending.

The resultant entity (post the reorganization subject to necessary approvals) is expected to use the brand name ‘InCred Financlal Services Ltd’ (Incred) and will
be spearheaded by the current leadership team of Incred. InCred's retail non-banking finance business and KIFS will be combined and will be led by InCred CEO
Mr. Bhupinder Singh. A consortium consisting of Mr. Singh, as well as existing InCred investors, will own a majority stake in InCred Finance. A consortium led by
KKR and comprising existing investors in KIFS will retain a significant minority stake. KKR will be the single largest investor in InCred Finance at the time of the
transaction’s close and will remain a long-term strategic partner to the business. The transaction is not a monetization event for investors of InCred, KIFS or KKR.
InCred Finance will be a strategic investment for KKR and will not be a portfolio company in any KKR fund. It will operate independently of KKR.

Note 63. Disclosure w.r.t Crypto currency or virtual curren
[The Company has not traded or invested in Crypto currency or Virtual Currency during the financial year.

Note 64. Prior period comparatives
[Previous years figures have been regrouped and reclassified where necessary to confirm to current year's presentation

Signature to Notes 1 to 64
In terms of our report attached
For V.C.Shah & Co. For KKR India Financial Services Limited
Chartered Accountants
ICAI Firm Registration No. 109818W

ra W M
Viral J. Shah Jigar Shah Anil Nagu
Partner : Whole time Director Executive Dlrector and“chief Financial Officer
Membership No.: 110120 DIN: 08496153 DIN: 00110529
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Company Secretary
Place: Mumbai Place: Mumbai
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DIRECTORS' REPORT

TO
THE MEMBERS OF
KKR INDIA FINANCIAL SERVICES LIMITED

The Board of Directors of KKR India Financial Services Limited (“Company”) present the Twenty Sixth Annual Report
on the business and operations of the Company for the Financial Year (“FY”) ended March 31, 2022. This was an
unprecedented year, with the Covid-19 pandemic affecting the businesses and individuals in India and across the
world. Lockdown and restrictions imposed on various activities due to the pandemic called for extraordinary changes in
the way operations were managed by the Company.

FINANCIAL RESULTS

The Company’s financial results for the FY ended March 31, 2022, as compared to previous FY ended March31, 2021
are summarized in the table below:

(Rupees in million)

Particulars FY 2021-22 FY 2020-21
Revenue from Operations 1,584.65 3,904.32
Other Income 95.59 4747
Total Income 1,680.24 3,951.79
Profit before depreciation & Amortization and taxes (2,231.00) 368.78
Depreciation and Amortization Expenses 25.32 28.46
Profit/ (loss) before Tax (2,256.32) 340.32
Provision for Taxation (net) (2,184.36) 1,734.33
Net Loss after Tax (71.96) (1,394.01)
Other Comprehensive Income 6.05 2.02
Total comprehensive income (65.46) (1,391.99)
Add: Balance brought forward (7,947.86) (6,555.87)
Amount available for appropriations (8,013.32) (7,947.86)
Appropriations:

Transfer to Reserve fund under section 45-IC of the Reserve Nil Nil
Bank of India Act, 1934

Dividend Paid Nil Nil
Dividend Tax thereon Nil Nil
Transfer to General Reserve Nil Nil
Balance carried forward to profit loss account (8,013.32) (7,947.86)




STATEMENT OF COMPANY’S AFFAIRS

The Company was incorporated as a private limited company on February 03, 1995 under the provisions of the
Companies Act, 1956. In order to facilitate business plans, the Company was converted to a public limited company
effective July 24, 2019. The Audited Financial Statements have been prepared in accordance with the requirements of
the Companies (Indian Accounting Standards) Rules, 2015 “Ind AS” read with Section 133 ofthe Companies Act 2013
(“Act”). The Company being Non-Deposit Systemically Important Non-Banking Financial Company follows the RBI
Master Directions with regards to various disclosures to be made in the audited accounts.

Revenue from operations of the Company for FY 2021-22 has been INR 1,584.65 million, as against INR 3,904.32
million in the previous FY. During the FY end, the Company has reported loss after tax amounting to INR 71.96 million
as against the loss after tax of INR 1,394.01 million in the previous FY.

With the challenges in the non-banking financial sector-continuing, credit squeeze, several regulatory changes, the
sector is expected to innovate and experiment to adapt to the changes. The Company witnessed a moderate scale of
operations in FY 2021-22. With the Company's prudent systems, sound processes, conservative leverage
philosophy, focus on prudent liquidity management, the Company during the year has adopted a cautious approach
to new lending and, is striving to maintain a balanced and diversified portfolio across its credit segment.

CHANGE IN THE NATURE OF BUSINESS:

During the year under review, there has been no change in the nature of business of your Company.

LOANS AND INVESTMENTS

During the year under review, the Company’s total outstanding loans and investments stood at INR 5,928.38 million at
March 31, 2022 as against INR 13,886.22 million during the year ended March 31, 2021. The details of the same are
reported in the Audited Financial Statements.

The Company has Nil Non-Performing Assets as on March 31, 2022.

FINANCE

During the year under review, the Company has not availed any new sanctions for its borrowings through bank loans.
The total outstanding amount as on March 31, 2022 is INR 4,337.95 million as against INR 12,557.14 million as on
March 31, 2021. The debt equity ratio of the Company as on March 31, 2022 is 0.41 times as against 1.17 times as
on March 31, 2021. The Company has been regular in servicing all its debt obligations. Basis the consent received
from the holders of the Non-Convertible Debentures (NCDs) of the Issuance maturing on March 9, 2022 and March 9,
2023, the Company has prepaid the NCDs having face value of INR 650 million in June 2021 and face value of INR
650 million in December 2021 respectively.

As per Ind AS 109, the company is required to apply Expected Credit Loss (ECL) model on loans and trade
receivables based on assessment of level of credit risk and recognize the impairment allowance. Consequent to this,
the impairment on financial instruments stood at INR 1,078.59 million during the year as against INR (2,016.19) million
during the previous year.



CAPITAL ADEQUACY

The Company is well capitalized and has a capital adequacy ratio of 83.01% as at March 31, 2022, compared to
53.42% in the previous FY ended March 30, 2021 and is significantly above the norms prescribed by RBI for
Systemically Important Non-Banking Financial Company.

AMOUNT CARRIED TO RESERVES

Section 45-IC of the Reserve Bank of India Act, 1934 requires Non-Banking Finance Companies to transfer an
amount not less than 20% of its net profit to Special Reserve Fund. In view of the losses during the year, the
Company has not transferred any amount to the Special Reserve Fund for the year ended March 31, 2022 (Previous
year amount was INR Nil mm).

EFFECT OF COVID-19 ON THE OVERALL PERFORMANCE OF NBFC VIS-VIS COMPANY

During the year under review, the COVID 19 pandemic developed rapidly into a global crisis and has caused a huge
disruption creating an unprecedented impact on the financial well-being of nations, corporations and individuals. This
forced the Government of India to lockdown all economic activities. A detailed discussion on impact of COVID-19 on
the NBFC sector and operations of the Company is covered in the ‘Management Discussion and Analysis.’

REGISTRATION WITH RESERVE BANK OF INDIA

The Company continues to hold the registration with the Reserve Bank of India (RBI) as a Systemically Important
Non-Banking Financial (Non-Deposit Accepting or Holding) Company, as the total assets of the Company are in
excess of INR 500 crore.

AMOUNT CARRIED TO DEBENTURE REDEMPTION RESERVE

Pursuant to Rule 18(7) (c) of the Companies (Share Capital and Debentures) Rules, 2014, the Company is not
required to maintain Debenture Redemption Reserve since the Company has issued privately placed debentures.

MANAGEMENT DISCUSSION AND ANALYSIS

The Management Discussion and Analysis Report forms an integral part of this Directors’ Report and is setout in
‘Annexure A’.

ANNUAL RETURN

The Annual Return in Form MGT-7 for the FY ended March 31, 2022, is hosted on the Company’s websiteat the
web link: www.kkr.com/nbfc.



SUBSIDIARY/ JOINT VENTURE/ ASSOCIATE COMPANY

The Company does not have any Subsidiary, Joint Venture or Associate Companies in accordance with the
provisions of the Act, and hence, disclosure regarding the same is not applicable.

CREDIT RATING

During FY 2022-22, the rating agencies CRISIL Limited (CRISIL) have reaffirmed / issued the followingratings for
the various facilities availed by the Company, the details of which are as below:

Instruments Amount Ratings Date

Long Term Rating INR 3,400 crore CRISIL AA/Watch Negative February 2022
Non-Convertible Debentures INR 3,100 crore CRISIL AA/ Watch Negative February 2022
Commercial Paper INR 500 crore CRISIL A1+ (Reaffirmed) February 2022
DIVIDEND

The Board of Directors has not recommended any dividend on the Equity Shares of the Company for theFY ended
March 31, 2022.

TRANSFER OF AMOUNT TO INVESTOR EDUCATION AND PROTECTION FUND

During the year under review, the Company did not have any amount lying unpaid or unclaimed for a period of
seven years, as contemplated under Section 125 of the Act and hence no amount was transferred to Investor
Education and Protection Fund (IEPF).

SHARE CAPITAL

Authorized Share Capital:

As on March 31, 2022, the Authorized Share Capital (*ASC”) of the Company stood at INR 5,000,000,000comprising
of 500,000,000 Equity Shares of INR 10/- each.

Issued, Subscribed and Paid-up Share Capital:

As on March 31, 2022, the Issued, Subscribed and Paid up Share Capital of the Company stood at Rs.
4,602,265,380 comprising of 460,226,538 fully paid-up equity Shares of face value of INR 10/- each. KKR Capital
Markets India Private Limited, holding company and its nominees hold the equity share capital of the Company
and as required under the provisions of Act, the said shares are held in dematerialized form.

The Company has not issued shares under ESOP or as Sweat Equity to its employees.

DIRECTORS AND KEY MANAGERIAL PERSONNEL

The Board comprises of the following Directors as on March 31, 2022:




Name DIN Designation

Mr. Jigar Shah 08496153 Whole time Director and Key Managerial Personnel

Mr. Anil Nagu 00110529 Executive Director, Chief Financial Officer and Key
Managerial Personnel

Mr. Brian Wesley Dillard 08626376 Non-Executive Director

Mr. Karthik Krishna 06993503 Independent Non-Executive Director

Ms. Aparna Ravi 07935533 Independent Non-Executive Director

Ms. Aparna Ravi's appointment as an Independent Director was regularized/approved by the Shareholders of
the Company at the 26th Annual General Meeting held on September 30, 2021 for a period of five years with
effect from February 24, 2021.

a) Director liable to retire by Rotation

Pursuant to the provisions of Section 152 of the Act and the Articles of Association of the Company, Mr.
Brian Dillard will retire by rotation at the ensuing Annual General Meeting and being eligible, has offered himself
for reappointment.

Necessary details for re-appointment as required under the Act is given in the notice of ensuing Annual General
Meeting.

b) Declaration by Directors

Each of the Director of the Company have confirmed that they satisfy the “fit and proper” criteria as prescribed
under Chapter XI of RBI Master Direction No. DNBR. PD. 008/ 03.10.119/2016-17 dated 1st September, 2016
(as amended from time to time) and that they are not disqualified from being appointed/ continuing as Directors
in terms of section 164(2) of the Act.

The Board of Directors has confirmed that all existing Directors are fit and proper to continue to hold the
appointment as Directors on the Board, as reviewed and recommended by the Nomination and Remuneration
Committee on fit and proper criteria under RBI Master Directions.

c) Declaration by Independent Directors

The Company has received necessary declaration from each of the Independent Directors of the Company
under Section 149(7) of the Act read with Rule 5 of the Companies (Appointment and Qualification of Directors)
Rules 2014 that the Independent Directors of the Company meet with the criteria of their Independence laid
down in Section 149(6) of the Act and also affirmed compliance to the code of conduct for independent directors
as prescribed in Schedule IV to the Act.



Further, the Independent Directors have also confirmed the compliance with respect to sub rule (1) and sub-rule
(2) of the Companies (Appointment and Qualifications of Directors) Rules, 2014 and during the year there has
been no circumstance affecting their status as an Independent Director of the Company.

In accordance with the provisions of Section 150 of the Act read with the applicable Rules made thereunder, the
Independent Directors of the Company have registered themselves in the data bank of Independent Directors
maintained by the Indian Institute of Corporate Affairs, Manesar.

During the FY 2021-22, sitting fee of INR 100,000 per meeting was paid to Independent Directors of the
Company for every meeting of the Board and/or Committee of the Board attended by them.

d) Key Managerial Personnel

Pursuant to the provisions of Sections 2(51) and 203 of the Act read with the Companies (Appointment and
Remuneration of Managerial Personnel) Rules, 2014, the following officials are the Key Managerial Personnel of
the Company as on March 31, 2022 as well as on date of this report:

Name Designation

Mr. Jigar Shah Whole-time Director

Mr. Anil Nagu Executive Director and Chief Financial Officer
Mr. Binoy Parikh Company Secretary and Compliance Officer

e) Board Diversity

The Company recognizes and embraces the importance of a diverse Board in its success. The Company
believes that a truly diverse Board will leverage difference in thought, perspective, knowledge, skills, regional
and industry experience, cultural and geographical backgrounds, age, ethnicity, race, gender that will help us
retain our competitive advantage.

MEETINGS OF THE BOARD

During the FY 2021-22, the Board met six times on June 28, 2021, August 13, 2021, September 9, 2021,
September 29, 2021, December 15, 2021 and March 23, 2022. The necessary quorum was present for all
the Meetingsand the maximum interval between any two meetings did not exceed 120 days.

Attendance record of Directors:

Name of the Director Category No of Board Whether attended
Meeting AGM held on
attended September 30, 2021
1. | Mr. Anil Nagu Executive Director and 50f6 Yes
Chief Financial Officer
2. | Mr. Jigar Shah Whole-Time Director 6of6 Yes
3. | Mr. Brian Wesley Dillard Non-Executive Director 6of6 Yes




4. | Mr. Karthik Krishna Independent Director 6of6 Yes

5. | Ms. Aparna Ravi Independent Director 6of6 Yes

COMMITTEES OF THE BOARD

The Board has constituted the various following committees to support the Directors in discharging its
responsibilities and ensure expedient resolution of diverse matters in accordance with the applicable
provisions of the Act and RBI regulations:

Audit Committee

Asset Liability Management Committee

Risk Management Committee

Nomination and Remuneration Committee
Investment and Credit Committee

Internal Complaints Committee

IT Strategy Committee

Information Technology Steering Committee
Borrowing Committee

© N o ke WD~

The Company Secretary act as the Secretary of all the aforementioned Committees. The Board of
Directors and the Committees also take decisions by circular resolutions, which are noted by the Board
| respective Committees of the Board at their next meetings. Board notes the Minutes of meetings of
all Committees at regular intervals.

The details of formation, constitution, terms of reference, meeting held and attendance of the Members
is annexed as ‘Annexure B’ with this report.

EVALUATION OF DIRECTORS. BOARD AND COMMITTEE

The Board of Directors for evaluating the effectiveness of its functioning, that of the Committees and of
the individual Directors circulated following structured questionnaire, taking into consideration various
aspects of the Board's functioning and Directors role and responsibilities:

+ Self-Assessment;
« Evaluation of the Board as a whole; and
» Committee evaluation

Basis the filled in structured questionnaire/assessment template received from each of the Directors
and in accordance with the provision of Section 149(8) of the Act, Schedule IV which defines Code of
Conduct for Independent Director, a separate meeting of the Independent Directors was held on March
16, 2022 to inter-alia evaluate:

+ Performance of Non-Independent Directors and the Board as a whole; and
* The quality, quantity and timeliness of flow of information between the Management and the Board



that is necessary for the Board to effectively and reasonably perform their duties

The feedback of the Independent Directors on the annual review of performance of the Board as a
whole, Committees of the Board and Individual Directors was taken into consideration by the
Nomination and Remuneration Committee at their meeting held on March 16, 2022 and Board of
Directors at their meeting held on March 23, 2022.

The evaluation process endorsed the Board Members' confidence in the ethical standards of the
Company, the cohesiveness that exists amongst the Board Members, the two-way candid
communication between the Board and the Management and the openness of the Management in
sharing strategic information to enable Board Members to discharge their responsibilities.

POLICY ON APPOINTMENT AND REMUNERATION FOR DIRECTORS. KEY MANAGERIAL PERSONNEL
AND SENIOR MANAGEMENT

Pursuant to the provisions of section 178 of the Act, the Nomination and Remuneration Committee of the Board
has devised a policy which lays down the criteria for determining qualifications, competencies, positive
attributes and independence for appointment of Directors, Key Managerial Personnel and Senior
Management and policies of the Company relating to their remuneration. The Company has also adopted a ‘Fit
and Proper’ Policy with regard to ascertaining the ‘fit and proper’ criteria to be adopted at the time of
appointment of directors and on a continuing basis, pursuant to the RBI Master Directions for NBFCs.
Pursuant to applicable provisions of the Companies Act, 2013, the Nomination and Remuneration Policy has
been hosted on the Company’s website at the web link: www.kkr.com/nbfc.

We affirm that the remuneration paid to Directors, Key Managerial Personnel and Senior Management is in
accordance with the remuneration policy of the Company.

DEPOSITS

The Company being a “Non-Deposit Accepting Non-Banking Financial Company” provisions of Section 73 and
Section 74 of the Act read with Rule 8(5)(v) & (vi) of the Companies (Accounts) Rules, 2014, are not applicable
to the Company.

The Company has not accepted nor does it hold any public deposit as on the date of the balance sheet and
shall not accept any deposits from the public without seeking prior written approval from the Reserve Bank of
India.

AUDITORS AND THEIR AUDIT REPORT

Statutory Auditors:

In compliance with Reserve Bank of India (RBI)’s Guidelines issued vide its circular No.
DoS.CO.ARG/SEC.01/08.91.001/2021-22 dated April 27, 2021 for appointment of Statutory Auditors (SAs) of
Non-Banking Finance Companies (NBFCs) (‘RBI Guidelines”), M/s MSKA & Associates, Chartered
Accountants, (ICAI Firm Registration Number: 105047W) the had informed the Company that they will not be
able to continue as the Statutory Auditors of the Company, as their limit to act as Statutory Auditors for NBFCs



will be above the threshold prescribed under the said RBI Guidelines and hence tendered their resignation as
the Statutory Auditors of the Company, resulting in a casual vacancy in the office of the Statutory Auditors of
the Company with effect from September 28, 2021, as per section 139(8) of the Act.

In terms of the aforesaid Guidelines and pursuant to the provision of Section 139, 142, and other applicable
provisions of the Act read with Companies (Audit and Auditors) Rules, 2014 and on the recommendation of the
Audit Committee and Board of Directors, the Shareholders of the Company at their meeting held on
September 30, 2021 had appointed M/s V.C. Shah & Co., Chartered Accountants (ICAI Firm Registration No.
109818W), as the Statutory Auditors of the Company:

o to fill the casual vacancy caused by the resignation of M/s MSKA & Associates, Chartered Accountants,
(ICAI Firm Registration Number; 105047W); and

o 1o hold office for a period of three years, from the conclusion of this 26th Annual General Meeting till the
conclusion of 29th Annual General Meeting of the Company to be held in the year 2024 i.e for the
Financial Year 2021-22 up to the Financial Year 2023-24.

Pursuant to Section 139 (1) and 141 of the Act and in compliance with RBI Guidelines, the Company had
received certificate from M/s V.C. Shah & Co., Chartered Accountants, for the fulfillment of their requisite
eligibility criteria to act as the Statutory Auditors of the Company.

The Statutory Auditors’ in their Audit Report issued under the Non-Banking Financial Companies Auditors’
Report (Reserve Bank) Directions, 2016 (as amended from time to time) to the Members, has made following
observations with respect to the financial position of the Company as on March 31, 2022. The Management
response against the said observations is mentioned below for the reference of the shareholders of the
Company:-

Sr. Observations
No.

Management Response

1 The Company has been engaged in the business of

providing structured and wholesale finance to Indian
corporates. The Principal Business Criteria
(Financial asset / income pattern) has been
determined by the Management in accordance with
the audited financial statements as on 31st March,
2022, computed in the manner laid down in RBI
circular No. DNBS (PD) CC NO 81/03.05.002 /
2006- 07 dated 19th October, 2006 and Para 85 of
Master Direction- Non- Banking Financial Company
-Systemically Important Non- Deposit taking
Company and Deposit taking Company (Reserve
Bank) Directions, 2016. The Company has
continued to be engaged in the aforesaid business
during the FY 2021-22 and accordingly the income
from financial assets is more than 50 percent of the
gross income, however, the financial assets as on
31st March, 2022 are not more than 50 percent of
its total assets

The Company has not disbursed any new
loans during FY 21-22 and has focused on
collecting from the existing assets.

On account of the impending merger with
InCred, no new disbursements were
undertaken.

The Company has collected principal
amounts of INR 6594.64 mm during the
financial year which includes prepayments,
foreclosures, scheduled repayments and bad
debt recoveries.

Consequently, Loans and Advances reduced
from INR 13,826.60 mm as of 31 March 2021
to INR 5,928.38 mm as 31 March 2022, a
reduction of 57% year on year. Notably,
collections of INR 2,400 mm in the second
half of March 2022 resulted in the financial
asset ratio to the overall balance sheet going
below the required 50% limit (that is, Loans




and Advances as a ratio of Total Assets).

This will be addressed once the merger with
InCred is consummated shortly and the cash
balance will be redeployed towards financial
asset creation which remains the principal
business of the Company.

The concentration of credit / investment for
applicable NBFC, as specified in paragraph 23 of
the RBI/DNBR/2016-17/45 Master Direction
DNBR.PD.008/03.10.119/2016-17 September 01,
2016, on Master Direction - Non-Banking Financial
Company - Systemically Important Non-Deposit
taking Company and Deposit taking Company
(Reserve Bank) Directions, 2016 (as amended from
time to time) is as stated below:

No applicable NBFC shall,
(i) lend to

(a) any single borrower exceeding fifteen per cent
of its owned fund; and

(b) any single group of borrowers exceeding
twenty-five per cent of its owned fund;

(ii) invest in
(@) the shares of another company exceeding
fifteen per cent of its owned fund; and

(b) the shares of a single group of companies
exceeding twenty-five per cent of its owned fund;

(i) lend and invest (loans/ investments taken
together) exceeding

(a) twenty-five per cent of its owned fund to a single
party; and

(b) forty per cent of its owned fund to a single group
of parties.

However, as on March 31, 2022, and during the
financial year 2021-22, the Company has exceeded
the lending limit of single borrower of 15% of its
owned fund as prescribed in the Master Direction.

Due to significant credit losses / provisions
during the year ended 31 March 2020, the
net worth of the Company reduced thereby
lowering the SBL and GBL as compared to
the position when the loans were disbursed.
Although no new facilies have been
disbursed to new borrowers since December
2019, 12 borrowers exceeded SBL and 5
exceeded GBL as of 31 March 2021.

Due to concerted recovery action by
Management, the concentration position has
significantly improved during FY 21-22 with
only 2 borrowers exceeding the SBL and
none exceeding GBL as of 31 March 2022.

This will be addressed once the merger with
InCred is consummated shortly.

Secretarial Auditor:

Pursuant to the provisions of Section 204 (1) of the Act read with Rule 9 of Companies (Appointment and
Remuneration of Managerial Personnel) Rules, 2014 and on the recommendation from Audit Committee, the
Board of Director had appointed M/s Nilesh Shah & Associates, Practicing Company Secretaries as the



Secretarial Auditors of the Company, to conduct Secretarial Audit of the Company forthe FY 2021-22.

The Secretarial Audit Report for the FY ended March 31, 2022 is appended to this Report as “Annexure C’.
The observations made by the Secretarial Auditors, in their Audit Report for the FY 2021-22 are self-
explanatory.

Internal Auditors:

Pursuant to the requirements of Section 138 of the Act read with Rule 13 of the Companies (Accounts) Rules,
2014 and on the recommendation from Audit Committee, the Board of Directors had appointed M/s KPMG
Assurance and Consulting Services LLP, Chartered Accountants, as Internal Auditors of the Company for
conducting Internal Audits for the FY 2021-22.

The Internal Audit Report for the FY ended March 31, 2022 does not contain any qualifications, reservations,
adverse remarks or disclaimer which require any clarifications/ explanations by the Board.

Reporting of frauds by auditors:

During the year under review the Statutory Auditors, have not reported any instance of frauds committed in
the Company by its officers or employees to the Audit Committee/Board of Directors under Section 143(12)
of the Act details of which needs to be mentioned in this Report.

INTERNAL CONTROL / INTERNAL FINANCIAL CONTROLS SYSTEMS AND THEIRADEQUACY

The Company has in place adequate internal financial controls with reference to the financial statements
commensurate with the size, scale and complexity of the operations of the Company as on March 31, 2022.

During the year under review, the Internal Auditors of the Company evaluated the adequacy of all internal
controls and processes, and ensures strict adherence to clearly laid down processes and procedures as well
as to the prescribed regulatory and legal framework and no material weaknesses in the design or operations
were observed and reported by the Auditors.

The Audit Committee regularly reviews the internal audit reports and the adequacy and effectiveness of
internal controls.

RELATED PARTY TRANSACTIONS

In terms of Section 188 of the Act there were no Related Party Transactions (RPTs), entered into by the
Company during the FY under review. Accordingly, the disclosure of RPTs, as required under Section 134 (3)
(h) of the Act in Form AOC-2 is not applicable to the Company.

However, a statement showing the disclosure with related party as per Ind AS 24 is set out in Note No. 36
to the Standalone Audited Financial Statements.

The Company has in place a RPT Policy as required under the applicable laws. The said Policy has been
hosted on the Company’s website at the web link: www.kkr.com/nbfc.



SIGNIFICANT AND MATERIAL ORDERS PASSED BY REGULATORS OR COURTS

As on the date of this report, there are no significant and material orders passed by the regulators or courts
or tribunals that would impact the going concern status of the Company and its future operations.

COMPLIANCE

The Company has complied with the Systemically Important Non-Banking Financial (Non-Deposit Accepting
or Holding) Companies Prudential Norms (Reserve Bank) Directions, 2015 (as may be amended from time to
time) issued to Non-Banking Financial Companies (“NBFCs”) relating to accounting standards, prudential
norms for asset classification, income recognition, provisioning norms and capital adequacy, as also the
applicable circulars/guidelines/ notifications issued by the RBI to NBFCs, except to the observations made
by the Statutory Auditors as mentioned in the section “Auditors and their Report”.

The Company has also complied with the applicable provisions of the Act, the Reserve Bank of India Act,
1934 and other applicable rules/regulations/guidelines, issued from time to time.

SECRETARIAL STANDARDS

The Company complies with the applicable Secretarial Standards issued by the Institute of Company
Secretaries of India with respect to the Board Meetings & General Meetings.

PARTICULARS OF LOANS. GUARANTEES OR INVESTMENTS

The Company being a Non-Banking Finance Company, the provisions of Section 186 of the Act pertaining to
granting of loans to any person or body corporate and giving of guarantees or providing security in connection
with a loan to any other body corporate or persons are not applicable to the Company.

MATERIAL CHANGES AND COMMITMENTS OCCURRED BETWEEN THE END OF FY 2021 AND THE
DATE OF REPORT

The material changes and commitments, affecting the financial position of the Company, which have occurred
between the end of the financial year of the Company and the date of this Report are reported below:

A composite scheme of arrangement has been filed between KKR Capital Markets India Private Limited
(KCM), KKR India Financial Services Limited (KIFSL), Incred Financial Services Limited (IFSL or Incred), Bee
Finance Limited (BFL), and their respective shareholders with NCLT Mumbai on September 27, 2021.
Further, a joint application has been made by Incred and KIFSL to RBI for prior approval of change in control
and no objection on the NCLT application. RBI has given its No Objection Certificate for the proposed
transaction on December 8, 2021. The Company has received an NCLT order dated November 10, 2021
pursuant to which a meeting of the Equity shareholders was called. As on date, the merger scheme is
approved by all lenders, majority investors, RBI and SEBI and only NCLT approval is pending.

The resultant entity (post the reorganization subject to necessary approvals) is expected to use the brand
name ‘InCred Financial Services Ltd’ (Incred) and will be spearheaded by the current leadership team of
Incred. InCred’s retail non-banking finance business and KIFS will be combined and will be led by InCred



CEO Mr. Bhupinder Singh. A consortium consisting of Mr. Singh, as well as existing InCred investors, will
own a majority stake in InCred . A consortium led by KKR and comprising existing investors in KIFS will retain
a significant minority stake. KKR will be the single largest investor in InCred at the time of the transaction’s
close and will remain a long-term strategic partner to the business. The transaction is not a monetization
event for investors of InCred or KIFS. InCred will be a strategic investment for KKR and will not be a portfolio
company in any KKR fund. It will operate independently of KKR.

RISK MANAGEMENT FRAMEWORK

The Company has in place a Risk Management Committee constituted in accordance with the RBI Master
Directions to assist the Board in overseeing the Risk Management activities of the Company, approving
measurement methodologies and suggesting appropriate risk management procedures mitigating all the risks
that the organization faces such as strategic, financial, credit, market, liquidity, security, property, IT, legal,
regulatory, reputational and other risks which have been identified and assessed. There is an adequate risk
management framework in place capable of addressing those risks. The Company’s management monitors
and reports principal risks and uncertainties that can affect its ability to achieve its strategic objectives. The
Company’s management systems, organizational structures, policy, processes, standards, and code of
conduct together form the risk management governance system of the Company. The Company has in place a
Risk Management Policy and introduced several measures to strengthen the internal controls systems and
processes. Details of the risks and concerns relevant to the Company are discussed in detail in the
Management Discussion and Analysis Report which forms part of the Annual Report.

MAINTENANCE OF COST RECORDS

The Central Government has not specified maintenance of cost records for any services rendered by the Company
under section 148(1) of the Act.

DIRECTOR’S RESPONSIBILITY STATEMENT

Pursuant to Section 134(5) of the Act, the Board of Directors, to the best of its knowledge and ability,hereby confirm
that:

a) in the preparation of the Audited Annual Accounts for the FY March 31, 2022, applicable accounting
standards have been followed, with proper explanations provided for relating to material departures.

b) that they have selected such accounting policies and applied them consistently and made judgements
and estimates that were reasonable and prudent so as to give a true and fair view of the state of affairs
of the Company at the end of the FY and of the losses of the Company for that period.

c) they have taken proper and sufficient care for the maintenance of adequate accounting records in
accordance with the provision of the Act for safeguarding the assets of the Company and for preventing
and detecting fraud and other irregularities.

d) theyhave prepared the accounts for the FY ended March 31, 2022, on a‘going concern’ basis.

e) they have laid down internal financial controls for the Company and such internal financial controls are
adequate and operating effectively;and

f)  they have devised proper systems to ensure compliance with the provisions of all applicable laws and
that such systems were adequate and operating effectively.



PARTICULARS OF EMPLOYEES AND RELATED INFORMATION

The provisions of Section 197 of the Act read with Rules 5 of the Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014 with respect to disclosure pertaining to remuneration and other details of the
Employees is not applicable to the Company.

PARTICULARS OF CONSERVATION OF ENERGY. TECHNOLOGY ABSORPTION & EXCHANGE
EARNINGS & OUTGO

Information pursuant to Section 134(3) of the Act read with the Rule 8(3) of Companies (Accounts)Rules 2014:

A. CONSERVATION OF ENERGY

Since the Company is engaged in the financial services industry, this disclosure is not applicable tothe
Company.

B. TECHNOLOGY ABSORPTION

Since the Company is engaged in the financial services industry, Rule 8(3)(B) of the Companies(Accounts)
Rules, 2014 in relation to technology absorption is not applicable to the Company.

C. FOREIGN EXCHANGE EARNING & OUTGO

During the year under consideration, the Foreign Exchange Earnings and Expenditures were asfollows:

(Rupees in million)

Particulars 2021-22 2020-21

Foreign exchange earning - .

Foreign exchange expenditure 45.52 59.08

INFORMATION REQUIRED UNDER SEXUAL HARASSMENT OF
WOMEN AT WORKPLACE (PREVENTION. PROHIBITION AND REDRESSAL) ACT.2013

The Company has in place a policy on prevention of sexual harassment of women at workplace in line with
the requirements of the Sexual Harassment of Women at the Workplace (Prevention, Prohibition and
Redressal) Act, 2013 (POSH Act). The Company has complied with the provisions of relating to the
constitution of Internal Complaints Committee to redress complaints received regarding sexual harassment
under POSH Act.

The Board of Directors in their Meeting held on March 23, 2022 noted that the Internal Complaints Committee
of the Company as formed pursuant to POSH Act is now not applicable to the Company since the number of
employees in the Company is less than 10 and approved dissolution of the Internal Complaints Committee
with immediate effect.

The following is a summary of Sexual Harassment complaint(s) received and disposed off during the Year



2021-22, pursuant to the POSH Act and Rules framed thereunder:

a) Number of complaints of Sexual Harassment received during the year —Nil

(=2

Number of complaints disposed off during the year —Nil

o O

)

)

) Number of cases pending for more than ninety days —Nil

) Number of workshops/awareness programme against sexual harassment carried out — 1
)

e) Nature of action taken by the employer or District Officer —Nil

VIGIL MECHANISM

The Company has in place the Whistleblower Policy & Vigil Mechanism (“the Policy”) for Directors and
Employees of the Company to approach the Chairperson of the Audit Committee for raising their
concerns / grievances and report any allegations of misconduct or noncompliance in an anonymous and
confidential way and prohibits retaliation against anyone who, in good faith, makes a report or provides
assistance.

The policy provides for adequate safeguards against victimization of persons who avail the same and
provides for direct access to the Chairperson of the Audit Committee. No employee has been denied access
to the Audit Committee. The Members of the Audit Committee of the Company are responsible to oversee
the implementation of the Whistle Blower Policy and vigil mechanism.

During the FY 2021-22, no cases under this mechanism were reported to the Company.

The Whistle-Blower policy & Vigil Mechanism has been hosted on the Company’s website at the web link:
www.kkr.com/nbfc.

APPLICATIONS UNDER THE INSOLVENCY AND BANKRUPTCY CODE, 2016:

Below are the details of the application filed under insolvency and bankruptcy code 2016:

» Sintex BAPL:
The Company had extended credit to Sintex BAPL in the form of Non-Convertible Debentures and a loan.
Sintex BAPL had defaulted on its credit exposure which was designated as a fraud account and has been

written off completely in the books of the Company. The total amounts written off by the Company
amounted to [INR 117.7 Crores] for NCDs and [INR 275.5 Crores] for the loan asset. On 16 December

2021, the Company received a binding offer from Mahatva Plastic Products and Building Materials Private

Limited, a 100% owned subsidiary of Welspun Corporation Limited (Welspun) and on [31 March 2022], the
Company has sold all NCDs of Sintex BAPL to Welspun at the total consideration of [INR 42.6 Crores]. As a
result, we have been able to write back [INR 42.6 Crores] which represents 36% of the total amounts

written off by the Company. Welspun has reported the NCD transaction to the interim resolution
professional (IRP) of Sintex BAPL as well as to the Stock Exchanges on 01 April 2022. Notably, Welspun
has also acquired the debt of the other members of the KKR Consortium, namely KIDOF Il (managed by
KKR Capital Markets Limited), DSP Investment Advisors, BOI AXA Trustee Services, Edelweiss ARC and
Azim Premji Trust.



The Company continues to hold the loan asset for which it has also entered into an agreement to sell to
Welspun no later than 28 March 2023, regardless of the progress and outcome of the Corporate Insolvency
Resolution Process (CIRP) of Sintex BAPL under the Insolvency and Bankruptcy Code (IBC). The
contracted date for sale and purchase would accelerate if the NIEF proceeds are remitted into India prior to
28 March 2023. Apart from Sintex BAPL being in IBC, there are a number of other litigations going on which
the Company is a party to and will be tracking closely despite de-risking itself through the sale and
purchase agreement for the Sintex BAPL loan.

> Kwality Limited:

The Company filed an insolvency application against Kwality Limited (Corporate Debtor) in Oct 2018 under
Section 7 of the Insolvency and Bankruptcy Code, 2016 (Code), based on defaults under the Facility
Agreement. The application was admitted w.e.f 11 December 2018 and Mr. Shailendra Ajmera from Ernst &
Young was appointed as the Resolution Professional for the matter. The RP ran the process of inviting bids
for sale of Corporate Debtor, however the Committee of Creditors (COC) rejected the sole bid received in
the bidding process twice. The sole bidder filed an appeal with NCLT to reconsider the application and seek
responses for rejection of the bid, however the application was dismissed by NCLT. Subsequently NCLT
ordered for Liquidation of the company vide order dated 11 January 2021. Mr. Shailendra Ajmera continued
to work as Liquidator for Kwality Limited. The Liquidator ran the process for sale of Company as a going
concern and received a successful bid from Sarda Mines Private Limited (Buyer). The bid amount was
deposited with the Liquidator in full by the Buyer and the proceeds from liquidation have been distributed to
the secured lenders as per the arrangement. The Buyer paid the liquidation amount with some delays and
had requested NCLT for waiving the interest for the period in delay, also one of the lenders holding
exclusive charge over vehicles has challenged the distribution of proceeds with respect to the valuation of
the vehicles charged and thus Liquidator has held back small amount on account of these 2 matters which
are still to be decided by the NCLT Court.

DETAILS _ OF ONE-TIME SETTLEMENT WITH ANY BANK OR__FINANCIAL
INSTITUTION

During the year under review, there was no instance of one-time settlement with any Bank or Financial
Institution.
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Industry Developments and Outlook
Economy & Ukraine — Russia war in the background of the Pandemic

The Indian economy, as seen in quarterly estimates of the gross domestic product (GDP), has been
staging a sustained recovery since the second half of 2020-21. Although the second wave of the
pandemic in April-June 2021 was more severe from a health perspective, the economic impact was
muted compared to the national lockdown of the previous year

The progress in India’s vaccination drive was not just a health response, but also a buffer against
economic disruptions caused by various waves of the pandemic

However, the services sector which accounts for more than half of the Indian economy is yet to fully
recover. The stop-start nature of repeated pandemic waves makes it difficult for this sectors to gather
momentum

The agricultural sector, which was the least impacted by pandemic-related disruptions, is estimated to
grow at 3.9 per cent in the current financial year on top of 3.6 per cent and 4.3 per cent, respectively,
over the past two years.This sector now accounts for 18.8 per cent of the gross value added (GVA)

In contrast to the steady performance of the primary sector, the industrial sector went through a big
swing by first contracting by 7 per cent in 2020-21 and then expanding by 11.8 per cent in this financial
year

Investment to GDP ratio has jumped around 29.6 per cent in the current year, registering the highest
growth in seven years, driven by the government’s policy push on speeding up a virtuous cycle of growth
through capital expenditure and infrastructure spending

RBI's latest Industrial Outlook Survey results indicate rising optimism of investors and expansion in
production in the upcoming quarters.

In the backdrop of these green offshoots on the economic performance and the outlook of the Indian
economy , on 24 February 2022, Russia began a military invasion of Ukraine in a major escalation of the
Russo-Ukrainian conflict that has been simmering since 2014. Russia's economy is only the world's 11th
largest with a GDP of about $1.5 trillion but its vast oil and gas resources and its status as a leading
producer and exporter of metals and other commodities makes it an important player in world trade. As
Western sanctions on Russia tightened in response to its invasion of Ukraine, it disrupted the country’s
oil sales. Crude prices surged to over $139 a barrel in March 2022, the highest levels since 2008,
aggravating global inflation already running hot after the pandemic-induced disruptions to the global
supply chain

Russia’s invasion of Ukraine has drawn a harsh response from the US, the UK, the European Union,
Canada, Japan, Australia and some other countries. Severe sanctions have been imposed by the
western powers on Russian companies, banks, oil and gas sector etc., that have drastically altered the
rules of the game for the global economy. While the war and its backlash inflict havoc on Russia, the
repercussions are also being felt around the world

The Russia-Ukraine war and the consequent supply chain disruptions have only aggravated this concern
in India. Sanctions on Russia, one of the world's largest wheat and sunflower oil producers, have led to a
spike in wheat and edible oil prices in India as well



In a move to curb the rising inflation the Reserve Bank of India (RBI) governor announced key policy
rates hike. The RBI based on the assessment of the macroeconomic situation and the outlook,
increased the policy repo rate by 40 basis points to 4.40 per cent, with immediate effect

There are many signals which indicate that this may be the start of an interest rate hike cycle.

As per the global indicators, the retail inflation in the US has risen to 40-year higher to 8.5% in March.
Also, the Fed has indicated a hike of 50 basis points (100 basis points = 1%) in its upcoming policy
announcement. Similarly, the retail inflation in India, measured by the Consumer Price Index (CPI), for
March 2022 has risen t0 6.95%

The business model of the NBFC sector was severely tested in FY2021. This was the fourth large
external stress that the sector has faced in the last few years, namely, (i) demonetisation, (i) GST
implementation, (iii) failure of a large NBFC, and (iv) the pandemic.

Through the pandemic, most NBFCs realigned their strategies to focus on cost optimisation and building
stress absorption capacity through raising capital and increasing provision on balance sheet.

However, the challenges of availing capital from non-bank sources remain for the sector, specifically for
the large wholesale focused NBFCs and will be key to watch.

Requl Developments for the NBF r

Non-Banking Finance Companies (NBFCs) have played a significant complementary role in financial
intermediation, along with banks in India. With a view to align the regulatory framework of NBFCs with
their changing risk profiles, recently the Reserve Bank of India (RBI) has prescribed a revised ‘scale-
based’ regulatory framework for the NBFC sector. The regulatory framework bifurcates all the NBFCs
into four layers based on their size, activity, and perceived riskiness. The revised regulatory framework
is applicable with effect from 1 October 2022. Over the years, the NBFC sector has shown tremendous
growth. However, stress has been observed in the NBFC sector which has generated vulnerabilities by
giving rise to systematic risk through the NBFC sectors interlinkages within the financial system. The
scale-based regulatory approach renders the regulation and supervision of the NBFCs to be a function
of the size, activity and perceived riskiness. Thereby a higher degree of regulation would be applicable
for NBFCs that have greater size and complexity and pose a higher risk for the financial system, and a
lower risk for the financial system, allowing them flexibility. The RBI has introduced a scale-based four-
layered structure regulatory framework-viz. Base Layer (NBFC-BL), Middle Layer (NBFC-ML), Upper
Layer (NBFC-UL) and Top Layer. The classification of layers is made commensurate to the regulatory
intervention required- i.e. the base layer having the least regulatory intervention and the intervention
increasing as the one moves up the pyramid.
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The scale based regulatory framework envisages a progressive increase in the intensity of regulations.
Therefore, regulatory revisions applicable to the lower layer NBFCs will automatically apply to NBFCs
residing in higher layers, unless stated otherwise.

Recently, the Securities and Exchange Board of India (SEBI) has issued a slew of amendments to the
SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 (LODR). The amendments
introduced key revisions to the related party framework prescribed under the LODR which, inter alia,
includes revised definition of related party and Related Party Transactions (RPTs), revision of
materiality threshold for identification of material RPTs and revised norms related to approval of RPTs
by shareholders and audit committee.

mpany’s Busin

The Company continues to focus on collecting from the existing wholesale portfolio and hence, has
sizeable single-borrower exposure. The company has sound risk management policy and processes to
help structure and manage these exposures. Also, the Company primarily focuses on secured lending
and hence maintains adequate collateral cover against its exposures in the form of promoter-owned
shares, fixed assets, current assets and real estate, as applicable. Additionally, as part of its strategy on
diversification composite scheme of arrangement has been filed between KKR Capital Markets India
Private Limited (KCM) , KKR India Financial Services Limited (KIFSL), Incred Financial Services Limited
(IFSL or Incred), Bee Finance Limited(BFL), and their respective shareholders with NCLT Mumbai on
September 27, 2021. Further, a joint application has been made by Incred and KIFSL to RBI for prior
approval of change in control and no objection on the NCLT application. RBI has given its No Objection
Certificate for the proposed transaction on December 8, 2021. The Company has received an NCLT
order dated November 10, 2021 pursuant to which a meeting of the Equity shareholders, Preference
shareholders and secured creditors was called. As on date, the merger scheme is approved by all
lenders, majority investors, RBI and SEBI; only NCLT approval is pending.

The resultant entity (post the reorganization subject to necessary approvals) is expected to use the
brand name ‘InCred Financial Services Ltd’ (Incred) and will be spearheaded by the current leadership
team of Incred. InCred’s retail non-banking finance business and KIFS will be combined and will be led
by InCred CEO Mr. Bhupinder Singh. A consortium consisting of Mr. Singh, as well as existing InCred
investors, will own a majority stake in InCred Finance. A consortium led by KKR and comprising existing



investors in KIFS will retain a significant minority stake. KKR will be the single largest investor in InCred
Finance at the time of the transaction’s close and will remain a long-term strategic partner to the
business. The transaction is not a monetization event for investors of InCred, KIFS or KKR. InCred
Finance will be a strategic investment for KKR and will not be a portfolio company in any KKR fund. It
will operate independently of KKR

The Company’s operations are closely integrated with its ultimate parent company, KKR & Co. Inc.
(“KKR”) and its group’s global operations. The Company is part of the common platform comprising
KKR's private equity, fund management, capital market, and non-banking finance company (NBFC)
business in India, and derives synergies, especially in deal sourcing and client relationships.
Furthermore, KKR has senior level representation on the various investment and risk committees of the
Company and is actively involved in all key decisions taken by the Company. The Company also
benefits from the KKR's globally aligned compliance, finance, and risk management systems and
processes. It derives synergistic benefits from KKR's private equity business in India and leverages all
existing client relationships. The Company has established sound risk-management framework and
processes to help structure and manage these credit exposures.

Performance

The Company, a non-deposit taking, systemically important NBFC engaged in providing structuredfunding,
senior secured lending, promoter financing, acquisition financing and mezzanine financing, commenced
operations in October 2009. Following the restructuring in March 2017, the Company is a 100% owned
subsidiary of KKR Capital Markets India Private Limited (‘KCM India”).

The Company had an outstanding asset book of Rs. 5,928.38 mm as on March 31, 2022, as compared
to Rs 13,886.22 mm as on March 31, 2021 — a decrease of Rs. 7,957.84 mm.

During 2021-22, the Company reported a loss after tax of Rs. 71.96 mm on a total income of Rs.
1,680.24 mm, as compared to loss after tax of Rs. 1,394.01 mm on a total income of Rs. 3,951.79 mm,
during 2020-21.

Sources of Funds

The Company has diversified funding sources. It has a healthy capitalisation metrics with equity infused
at various intervals by KKR and thereafter by a leading global limited partner and most recently in
November 2017 by Abu Dhabi Investment Authority (ADIA).

Funds are raised by way of bank loans in the form of working capital facilities and term loans. The
aggregate debt outstanding as at March 31, 2022 was Rs. 4,337.95 mm (of which, a debt amount of
3,750 mm is payable within one year), as against Rs. 12,557.14 mm during the previous year. The
Debt/Equity ratio as on March 31, 2022 was 0.41 times as against 1.17 times as on March 31,2021. No
interest payment or principal repayment of the Term Loans was due and unpaid by the Company as on
March 31, 2021. The assets of the Company which have been made available to the banks by way of
security are sufficient to discharge the claims of the banks as and when they become due.

During the year, the Company has made repayment towards 260 NCDs aggregating to Rs. 2,600 mm.
This was on account of repayment of 70 NCDs of Rs. 700 mm in relation to series 4 - April 2015
issuance in April 2021, prepayment of 65 NCDs of Rs 650 mm in relation to series 2 - Dec 2016
issuance in Jun 2021, prepayment of 65 NCDs of Rs 650 mm in relation to series 3 - Dec 2016 issuance in
Dec 2021 and repayment of 60 NCDs of Rs 600 mm in relation to series 6 - Jan 2015 issuance in Jan
2022. The NCDs outstanding as on March 31, 2022 is Rs. NIL, as compared to Rs. 2,600 mm as on
March 31, 2021. The NCDs are rated CRISIL AA/Watch Negative by CRISIL Limited, indicating highest



degree of safety with regard to timely servicing of financial obligations. There was no interest on the
NCDs in aggregate which was due and unpaid as on March 31, 2022. The Company has not received any
grievances from the respective NCD holders.

The assets of the Company which have been made available by way of security are sufficient to
discharge the claimsof the NCD holders as and when they become due.

The Company’s capital adequacy ratio is 83.01% as on March 31, 2022 which is above the minimum
requirement of 15% mandated under the RBI directions. The net worth of the Company as on March 31,
2022 is Rs. 10,637.95 mm, as compared to Rs. 10,703.41 mm as on March 31, 2021.

Internal Control

The Company has in place internal control systems, and a structured internal audit process charged with
the task of ensuring that the internal control systems are adequate enough to protect the Company
against any revenue loss and/or misappropriation of funds and other assets of the Company. The scope
of the Internal Audit comprehensively covers all risks .The audit conducted helps in review of the
operational efficiency, protection and conservation of resources, accuracy and promptness in financial
reporting and compliance with applicable laws and regulations. Internal audit reports are discussed with
the management and are reviewed by the Audit Committee of the Board, which also reviews the
adequacy and effectiveness of the internal controls in the Company and monitors the implementation of
auditrecommendations.

The Company's internal control system is commensurate with the size and nature of the operations of the
Company. The procedures and controls prescribed for the Company are operating effectively, and
monitoring procedures are in place.

Risk an ncern

The Company’s business activities are exposed to a various risks, namely credit risk, operational risk,
regulatory risk, IT risk, liquidity risk, interest rate risk, market risks, reputational risk, event risk,
compliance risk and strategic risks.

The Company has established various functional committees of the board of directors, viz. risk
management committee, asset liability management committee, audit committee, corporate social
responsibility committee, IT strategy committee, nomination committee, investment and credit committee
and IT steering committees for framing specific policies, frameworks and systems for effective evaluation
and mitigation of the aforesaid risks faced by the Company. Each committee’s terms of reference
establishes its respective roles and responsibilities.

The most important among them are liquidity risk, credit risk, market risk and operational risk. The
company is also putting in place additional governance framework for managing risks such as Risk
Register which tracks and rates all the risks for the company and also assesses the controls in place.
Further the company is in the process of introducing Risk Appetite Statement which lists the Key Risk
Indicators (KRIs) including financial and non-financial indicators and also the thresholds and tolerance
levels against each KRIs for effective governance and oversight. The risk identification, accurate risk
measurement and effective risk mitigation remains key focus area for the Company.

Liquidity Risk: Liquidity Risk is the risk that a Company may not be able to meet its financial obligations
due to an asset-liability mismatch. The Company’s framework for liquidity risk management has been
spelt out in its Liquidity Risk Management Policy that is implemented, monitored and periodically
reviewed by the Asset Liability Management Committee (ALCO) along with the Risk Management
Committee and Board. As a part of this process, the Company, for measuring and managing net funding
requirements, has adopted a standard tool that uses a maturity ladder and calculation of cumulative



surplus or deficit of funds at selected maturity intervals. The Company has maintained a cautious
liquidity strategy, with a positive cash balance throughout the year ended 31st March, 2022. Any short-
term surplus cash generated, over and above the amount required for working capital management and
other operational requirements, is retained as cash and cash equivalents (to the extent required) and
any excess is invested in interest-bearing fixed deposits or is used to prepay due repayment in the short
term. while ensuring sufficient liquidity tomeet its liabilities.

Credit Risk: Credit risk is the risk of financial loss to the Company if a customer or counter-party fails to
meet its contractual obligations. The Company’s Credit Risk management is governed by a
comprehensive Corporate Loans Policy in conjunction with, Exposure Policy, Compliance Policy, KYC
and Anti Money Laundering Policy, Fair Practice Code, nd Investment Policy. The objective of this is to
lay down guiding principles that would aid in growth in operations of the Company’s activities with a
strong risk framework to safeguard the Company’'s and its stakeholders interests. The Company
monitors risks through various metrics, viz. portfolio industry classification, product mix, borrower and
group concentration. The company also has inhouse Expected Credit Loss (ECL) Provisioning Policy to
make suitable provisions for credit risk faced by the company.

Market Risk: The Company’s market risk management is governed by a comprehensive Liquidity Risk
Management policy. The Company monitors risks through various metrics, viz. Liquidity Gap Analysis,
Cash Flow Analysis, residual tenor bucket, interest rate risk etc.

Operational Risk: To manage operational risks, the Company has in place a Risk Management Policy
whose implementation is supervised by the Risk Management Committee of the Board. The framework
enables the Company to identify, assess and monitor risks, strengthen controls and minimize operating
losses. The Company ensures the effectiveness of internal controls relating to the operational activities,
which will identify the risks faced and develop strategies to mitigate them.

The risk management committee has overall responsibility for monitoring and approving the risk
management framework and associated practices of the Company.

Human Resources

The Company considers professionals as the most valuable asset of the Company and key drivers in
making our brand prominent and promising. The Company is professionally managed with senior
management personnel having decades of experience in financial services, assisted by a team of
experienced professionals and are in long tenure with the Company. This helps the Company perform its
function in a smooth and efficient manner and has been a strong force in driving company’s success.
The Company is committed to provide the employees an enabling workplace, ensuring their welfare and
offering opportunities to develop and grow.

As on March 31, 2022, the Company had 6 employees, as compared to 14 as on March 31, 2021.



ANNEXURE - B

In accordance with the requirements of applicable RBI quidelines and Companies Act, 2013 and Rules made
thereunder, the Company at present has nine committees as detailed below:

Audit Committee
Formation:

The Audit committee of the Company was constituted on February 17, 2011 as per the requirement of Reserve Bank
of India and is in accordance with the provisions of Section 177 of the Companies Act, 2013 (“Act”).

Constitution of the Committee:

The Composition of the Audit Committee is as follows as on March 31, 2022:

Name Category

Mr. Anil Nagu Chairman, Executive Director and Chief Financial Officer
Mr. Karthik Krishna Member, Independent Director

Ms. Aparna Ravi Member, Independent Director

All the Members of the Committee have relevant experience in financial matters.

Terms of Reference:

The roles and responsibilities of the Audit Committee includes:

1) To review periodic and annual financial statements (and the auditors’ report thereon) before submission to the
Board focusing primarily on:

e any changes in accounting policies and practices;

e major accounting entries based on exercise of judgment by the management;

e significant adjustments arising out of the audit;

e compliance with accounting standards;

e any related party transactions i.e.transactions of KIAF of material nature, with promoters or the
management, their subsidiaries or associates or relatives etc. that may have potential conflict with the
interest of KIAF at large;

2) Torecommend appointment, remuneration and terms of appointment of auditors of the company;

3) To discuss the appointment, performance of the statutory auditor and recommending audit fees payable to the
statutory auditor and approving payments for any other services to the Board

4) To review and monitor the auditors independence and performance, and effectiveness of audit process



2,

5) To review adequacy of internal audit function, approving internal audit plans and efficacy of the functions
including the structure of the internal audit department, staffing, reporting structure, coverage and frequency of
internal audits.

6) To discuss with internal auditors and statutory auditors regarding the scope of audit and their observations.

7) To review the functioning of the whistle-blower Mechanism.

8) To approve or subsequently modify transactions of KIAF with its related parties including granting of omnibus
approval to related party transactions.

9) To scrutinize inter corporate loans and investments.

10) To undertake valuation of assets / undertakings of KIAF, where required.

11) To 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 by KIAF.

12) To evaluate internal financial controls and risk management systems.

13) All such other matters as specified under the Companies Act, 2013 and Corporate Governance policy of the
Company.

The Committee monitors and conducts an effective supervision of the financial reporting process, to ensure accurate
and timely disclosure, with the highest level of transparency, integrity and quality of financial reporting.

The Committee believes that the Company’s financial statements are fairly presented in accordance with Ind AS
notified under the Companies (Indian Accounting Standards) Rules, 2015 read with Section 133 of the Act in and

there is no material discrepancy or weakness in the Company's internal control over financial reporting.

Details of meeting and attendance:

During the Financial Year 21-22, the Members of the Audit Committee met 4 (four) time June 28, 2021, September
22, 2021, December 15, 2021 and March 23, 2022

The details of the attendance of the Members of the Committee are provided herein below:

Name of the Member Number of | Number of
meetings meetings
held during their | Attended
tenure

Mr. Anil Nagu 4 3

Mr. Karthik Krishna 4 4

Ms. Aparna Ravi 4 4

Risk Management Committee

Formation:

The Risk Management Committee (“RMC”) was constituted on May 8, 2015 to assist the Board in the execution of its
responsibility for the governance of risk and functions in line with NBFC Regulations.



Constitution of the Committee:

The Composition of the RMC is as follows as on March 31, 2022:

Name Category

Mr. Jigar Shah Chairman, Whole-Time Director and Key Managerial Personnel

Mr. Brian Dillard Member, Non- Executive Director,

Mr. Anil Nagu Member, Executive Director, Chief Financial Officer and Key Managerial
Personnel

Terms of Reference of the Committee include the following:

To review the existing framework / polices for measuring, monitoring and managing risks

To discuss if there is any significant risk to the valuation/recovery of the investment made/loans extended as well
as review of risk categorization of all outstanding accounts and corrective steps / mitigating strategies (if
required)

To deliberate on various types of risks including operational, regulatory, IT risks and other risks faced

To assess business contingency plan, risk and possible solutions / implementation aspects

To discuss and obtain functional update from the officials on challenges and issues faced by the divisions and
potential and inherent risk involved

To review processes and procedures to ensure the effectiveness of internal systems of control

To discuss external developments and the reporting of specifically associated risk, including emerging and
prospective impacts

To deliberate over implementation of risk and other policies including Anti Money Laundering and KYC (Know
your Customer) Policies

To do anything necessary or incidental to perform its functions, including approving documents and authorising
any individual(s) to perform any action(s) as may be required.

Details of meeting and attendance:

During the Financial Year 21-22, the Members of the RMC met 4 (Four) times June 18, 2021; September 17, 2021,
December 8, 2021 and March 16, 2022.

The details of the attendance of the Members of the Committee at Meeting, are provided herein below:

Name of the Member Number of | Number of
meetings meetings
held during their | Attended
tenure

Mr. Brian Dillard 4 4

Mr. Anil Nagu 4 4

Mr. Jigar Shah 4 3




3.

Investment and Credit Committee

Formation:
The Investment and Credit committee (ICC) of the Company was constituted on July 24, 2015 for reviewing,
transacting, approving and restructuring of the proposals for loans / advances or investments provided or to be

provided by the Company.

Constitution of the committee:

The Composition of the ICC is as follows as on March 31, 2022:

Name Category

Mr. Brian Dillard Member, Non- Executive Director

Mr. Anil Nagu Member, Executive Director, Chief Financial Officer and Key Managerial
Personnel

Mr. Jigar Shah Member, Whole-Time Director and Key Managerial Personnel

Terms of Reference:

The Investment and Credit Committee is the Board delegated committee pursuant to the provisions of Section 179 of
the Companies Act, 2013. The purpose of the Investment and Credit Committee is to review and approve the
investment and credit proposals of the Company and matters related thereto, to do anything necessary or incidental
to perform its functions, including but not limited to approving document(s), amendments thereof, delegating powers
of employees to undertake any actions in relation to the investments, approve down selling of the investment or of
any security or asset and authorising any individual(s) to perform any action(s) as may be required and otherwise as
may be delegated by the Board from time to time.

Nomination and Remuneration Committee

Formation:

The Nomination Committee of the Company was constituted on March 7, 2011 as per the requirement of Master
Direction — Non-Banking Financial Company — Systemically Important Non-Deposit taking Company and Deposit
taking Company (Reserve Bank) Directions, 2016 of Reserve Bank of India, and in accordance with the provisions of
Section 178 of the Companies Act, 2013 read along with the applicable rules thereto.

Constitution of the Committee:

The Composition of the Nomination and Remuneration Committee is as follows as on March 31, 2022:

Name Category

Mr. Brian Dillard Member, Non-Executive Director




Mr. Karthik Krishna Member, Independent Director
Ms. Aparna Ravi Member, Independent Director

Terms of Reference:

The role and responsibility of the Nomination Committee inter-alia includes:

1) To ensure that the general character of the management shall not be prejudicial to the interest of its present and
future stakeholders

2) Todiscuss and confirm that existing Directors are of fit and proper’ status

3) To confirm that directors are nominated and remunerated based on the parameters set by the NRC in the policy.

4) To discuss every Director’s performance, the structure, size and composition.

5) To evaluate current position of Directors and make recommendations, if any, to the Board with regard to any
changes

6) To discuss the succession planning for Directors

7)  To confirm that the proposed appointees (if any) have given their consent in writing to KIAF

8) To review existing nomination and remuneration policy

9) To discuss remuneration of KMP and Senior Management of the company

10) To specify the manner for effective evaluation of performance of Board, its committees and individual directors to

be carried out either by the Board, by the NRC or by an independent external agency and review its
implementation and compliance

11) To do anything necessary or incidental to perform its functions, including approving document(s) and authorising
any individual(s) to perform any action(s) as may be required.

Details of meeting and attendance:

During the Financial Year 21-22, the Members of the Committee met 2 (two) time August 13, 2021, and March 16,
2022

The details of the attendance of the Members of the Committee are provided herein below:

Name of the Member Number of | Number of
meetings meetings
held during their | Attended
tenure

Mr. Brian Dillard 2 2

Mr. Karthik Krishna 2 2

Ms. Aparna Ravi 2 2

5. Asset Liability Management Committees

Formation:

The Asset Liability Management Committee (“ALMC”) was constituted on March 7, 2011 to help the Board in



formulating business strategy of the Company in line with overall business objectives and functions in line with
Master Direction - Non-Banking Financial Company - Systemically Important Non-Deposit taking Company and
Deposit taking Company (Reserve Bank) Directions, 2016, as amended from time to time. Capital management,
liquidity and interest rate risk is the main domain of the ALMC.

Constitution of the committee:

The Composition of the ALMC is as follows as on March 31, 2022:

Name Category
Ms. Ashima Suri! Member
Mr. Brian Dillard Member, Non- Executive Director,
Mr. Anil Nagu Chairman, Executive Director, Chief Financial Officer and Key
Managerial Personnel
Mr. Jigar Shah Member, Whole-Time Director and Key Managerial Personnel
Note:

1. Ms. Ashima Suri has ceased to be the Member of the Committee effective from close of business hours of
March 31, 2022.

Terms of Reference:

The Roles and responsibilities of the ALMC inter-alia includes:

1) To monitor the asset liability gap and strategize action to mitigate the risk associated

2) To confirm that CRAR is in compliance with RBI Guidelines for previous half year

3) To review and confirm periodic return/ reports/ statements to be submitted by KIAF with RBI/ any other statutory
authorities.

4) Toreview and discuss the balance sheet of KIAF from assets and liability management perspective

5) To deliberate on achieving optimal return on capital employed

6) To review currency risk, market risk and liquidity risk management, interest rate risk and address

7) To ensure adherence to risk tolerance / limits set by the Board of KIAF

8) To implement the liquidity risk management strategy of KIAF including deciding on desired maturity profile and

mix of incremental assets and liabilities, sale of assets as a source of funding, the structure, responsibilities and
controls for managing liquidity risk.

9) To source data from the market and other NBFCs, review and compare such data to gauge early warning signs
of stress in borrower accounts.

10) To do anything necessary or incidental to perform its functions, including approving document(s) and
authorising any individual(s) to perform any action(s) as may be required.

Details of meeting and attendance:

During the Financial Year 21-22, the Members of the ALMC met 4 (Four) times June 18, 2021; September 13, 2021;



6.

November 29, 2021 and March 02, 2022.

The details of the attendance of the Members of the Committee at Meeting, are provided herein below:

Name of the Member Number of meetings | Number of meetings
held during their | Attended
tenure

Ms. Ashima Suri
Mr. Brian Dillard
Mr. Anil Nagu
Mr. Jigar Shah

IS
AW

Internal Complaints Committee

Formation and terms of reference:

Pursuant to the provisions of Sexual Harassment of Women at Workplace (Prevention, Prohibition & Redressal) Act
2013 and the rules thereunder, an Internal Complaints Committee (“IC”) was constituted on September 2, 2016.

The Company also has in place ‘Policy for Prevention of Sexual Harassment' pursuant to the aforesaid regulations.

The terms of reference of IC is to receive complaints of sexual harassment filed by women at the workplace,
investigate into such complaints and recommend the action to be taken by the management against the respondent,
thereby assisting in maintaining a safe working environment at the workplace.

Constitution of the committee:

The Composition of the IC Committee is as follows as on March 23, 2022:

Name Designation

Ms. Susan Hutchinson Presiding Officer

Mr. Jigar Shah Member, Whole-Time Director and Key Managerial
Personnel

Ms. Ashima Suri Member

Ms. Veena Gauda External Member

During the year under review, there were no reported cases under the Sexual Harassment of Women at Workplace
(Prevention, Prohibition and Redressal) Act, 2013.

The Board of Directors in their Meeting held on March 23, 2022 noted that the Internal Complaints Committee of the
Company as formed pursuant to POSH Act is now not applicable to the Company since the number of employees in
the Company is less than 10 and approved dissolution of the Internal Complaints Committee with immediate effect.



1.

IT Strateqy Committee

Formation:

The IT Strategy Committee (IT Committee) of the Company was constituted on March 1, 2018 pursuant to the
requirement of the directions issued by the Reserve Bank of India on Information Technology Framework for NBFC
sector vide circular no. DNBS.PPD.N0.04/66.15.001/2016-17 dated June 08, 2017 (“Information Technology
Framework Directions”).

Constitution of the committee:

The Composition of the IT Committee is as follows as on March 31, 2022:

Name Category

Mr. Karthik Krishna Chairman, Independent Director

Mr. Anil Nagu Member, Executive Director, Chief Financial Officer and Key
Managerial Personnel

Mr. Sid Ballurkar Member

Mr. Kenny Chan Member

Mr. Jigar Shah Member, Whole Time Director and Key Managerial Personnel

Note:

As per the Information Technology Framework Directions, the said Committee is required to be chaired by
Independent Director of the Company.

Terms of Reference:

The role and responsibility of the Committee members includes:

The purpose of the IT Strategy Committee is to oversee the strategy development, approval, implementation, review
and reporting to the Board.

It shall have the principal responsibilities as follows:
1) Formulate and recommend to an IT Strategy for NBFC and align with KKR global IT strategy.

2) Oversight and continuous improvement of the NBFC strategic planning processes and framework

3) Agree and prioritize the allocation of resources to ensure delivery of the IT Strategy.

4) Manage and oversee a rolling long term investment programme.

5) Ensure the provision of key business applications and processes.

6) Review and approve IT Standards and Policies.

7) Assess major IT related projects, investments and changes and identify associated risks and impacts.

8) Review the IT strategy and progress

9) Ensuring proper balance of IT investments for sustaining growth and becoming aware about exposure towards IT

risks and controls
10) To do anything necessary or incidental to perform its functions, including approving documents and authorising
any individual(s) to perform any action(s) as may be required.



Details of meeting and attendance:

During the Financial Year 21-22, the Members of the IT Committee met 3 (thrice) times on May 31, 2021, June 23,
2021 and November 30, 2021.

The details of the attendance are given below:

Name of the Member Number of | Number of
meetings meetings
held during their Attended
tenure

Mr. Karthik Krishna
Mr. Jigar Shah

Mr. Sid Ballurkar
Mr. Kenny Chan
Mr. Anil Nagu

W W W w|w
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Information Technology Steering Committee (“Steering Committee”)

Formation:

Steering Committee of the Company was constituted on June 28, 2018 pursuant to the requirement of the Directions
issued by the Reserve Bank of India on Information Technology Framework for NBFC sector vide circular no.
DNBS.PPD.N0.04/66.15.001/2016-17 dated June 08, 2017 (“Information Technology Framework Directions”).

Constitution of the Committee:

The Composition of the Steering Committee is as follows as on March 31, 2022:

Name Category

Mr. Anil Nagu Member, Executive Director, Chief Financial Officer and Key Managerial
Personnel

Mr. Sid Ballurkar Member

Mr. Kenny Chan Member

Terms of Reference:

The role and responsibility of the Committee members includes:

The main role and responsibility of the members of the said Committee will be as follows:



1) Providing support, guidance and overseeing and monitoring the progress of implementation of the Company’s
various Information Technology projects (such as the Company’s proposed Loan Management Solution on the
SAP platform) and

2) Toidentify deficiencies and defects at the system design, development, implementation and testing phases.

3) To do anything necessary or incidental to perform its functions, including approving documents and authorising
any individual(s) to perform any action(s) as may be required.

Details of meeting and attendance:

During the Financial Year 21-22, the Members of the Steering Committee met 4 (four) times on May 27, 2021
September 9, 2021, November 30, 2021 and February 7, 2022

The details of the attendance of the Members of the Committee, are provided herein below:

Name of the Member Number of meetings Number of meetings
held during their tenure Attended

Mr. Anil Nagu 4 4

Mr. Sid Ballurkar 4 4

Mr. Kenny Chan 4 4

Borrowing Committee

Formation:
The Borrowing Committee of the Company was constituted on September 17, 2020. The Board hereby delegates the
powers and authority of the Board to the Committee in line with the provisions of the Section 179 of the Companies

Act 2013.

Constitution of the committee:

The Composition of the Borrowing Committee is as follows as on March 31, 2022;

Name Category

Mr. Jigar Shah Member, Whole-Time Director and Key Managerial
Personnel

Mr. Anil Nagu Member, Executive Director, Chief Financial Officer and
Key Managerial Personnel

Terms of Reference:

The roles and responsibilities of the Committee members includes:

The Borrowing Committee is the Board delegated committee pursuant to the provisions of Section 179 of the
Companies Act, 2013. The purpose of the Borrowing Committee is to consider, review and approve the proposal with



respect to raising of funds on behalf of the Company in any form as may be permissible under the applicable law
including but not limited to term loan (secured/unsecured) or issuance of debentures (secured/unsecured) or
issuance of commercial paper or working capital/overdraft etc., and to do anything necessary or incidental to perform
its functions, including but not limited to approving terms and subsequent amendments, approving documents and
subsequent amendments, approving repayments and/or prepayments and/or redemption and/or buy back of such
borrowings and authorising any individual(s) to perform any action(s) as may be required.
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FORM NO. MR-3
SECRETARIAL AUDIT REPORT
FOR THE FINANCIAL YEAR ENDED 315" MARCH, 2022
[Pursuant to Section 204(1) of the Companies Act, 2013 and rule No. 9 of the Companies
(Appointment and Remuneration Personnel) Rules, 2014]

To

The Members,

KKR INDIA FINANCIAL SERVICES LIMITED

(Formerly Known as KKR INDIA FINANCIAL SERVICES PRIVATE LIMITED)
2nd Floor, Piramal Tower, Peninsula Corporate Park,

Ganpatrao Kadam Marg, Lower Parel,

Mumbai — 400013

Dear Sir / Madam,

We have conducted the Secretarial Audit of the compliances of applicable statutory provisions
and the adherence to good Corporate Governance practice by KKR INDIA FINANCIAL SERVICES
LIMITED (hereinafter called “the Company”). Secretarial Audit was conducted in a manner that
provided us a reasonable basis for evaluating the corporate conducts/statutory compliances
and expressing our opinion thereon.

Based on our verification of the Company’s books, papers, minute books, forms and returns
filed and other records maintained by the Company, the information to the extent provided by
the Company, its officers, agents and authorised representatives during the conduct of
secretarial audit, the explanations and clarifications given to us and the representations made
by the Management and considering the relaxations granted by the Ministry of Corporate
Affairs and the Reserve Bank of India warranted due to the spread of the COVID-19 pandemic,
we hereby report that in our opinion, the Company has during the audit period covering the
financial year ended on 31st March, 2022, generally complied with the statutory provisions
listed hereunder and also that the Company has proper Board processes and compliance
mechanism in place to the extent, in the manner and subject to the reporting made hereinafter.

We further report that maintenance of proper and updated books, papers, minutes books, filing
of forms and returns with applicable regulatory authorities and maintaining other records is
responsibility of management and of the Company, our responsibility is to verify the content of
the documents and returns produce before us, make objective evaluation of the content in
respect of compliance and report thereon.
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We have examined on a test basis, the books, papers, minute books, forms and returns filed
and other records maintained by the Company and produced before us for the financial year
ended 31% March, 2022, according to the provisions of:

(i) The Companies Act, 2013 and the rules made there under;
(ii) The Depositories Act, 1996 and the Regulations and Bye-laws framed there under; and

(iii) Provisions as applicable to the Non-deposit accepting Non-Banking Finance Company as
regulated by Master Direction issued by the Reserve Bank of india from time to time.

We have also verified systems and mechanism which are in place and as followed by Company
to ensure compliances of these specifically applicable Laws (as mentioned in point iii above and
as applicable to the Company) and we have also relied on the representation made by the
Company and its Officers in respect of systems adopted by the Company from time to time to
ensure compliances applicable to the Company and found the same satisfactory.

We have also examined the compliances with the applicable clauses of the Secretarial Standards
(SS-1 and SS-2) issued by the Institute of Company Secretaries of India and notified by the
Ministry of Corporate Affairs, Government of India, from time to time and noted that the
Company has endeavored to comply the same substantially.

We further report that, during the year, either there was no event attracting the below
mentioned provisions or it was not mandatory on the part of the Company to comply with the
following Provisions, Regulations / Guidelines:

(i) Foreign Exchange Management Act, 1999 and the rules and regulations made there under
to the extent of Foreign Direct Investment, Overseas Direct Investment and External
Commercial Borrowings.

Based on the above said information provided by the Company, we report that during the
financial year under report, the Company has generally complied with the provisions of the
above mentioned Act/s including the applicable provisions of the Companies Act, 2013 and
Rules, Regulations, Guidelines, Standards, etc. mentioned above and we have no material
observation of instances of non-compliance in respect of the same save and except the
following:
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a) As on March 31, 2022 and during financial year 2021-22 the company has exceeded the
lending limit of single borrower of 15 % of its owned fund and group borrower of 25% of its
owned fund as prescribed in the Master Direction and b) The Company has been engaged in the
business of providing structured and wholesale finance to Indian corporates. The Principal
Business Criteria (Financial asset / income pattern) has been determined by the Management
in accordance with the audited financial statements as on 31st March, 2022, computed in the
manner laid down in RBI circular No. DNBS (PD) CC NO 81/03.05.002 / 2006- 07 dated 19th
October, 2006 and Para 85 of Master Direction- Non- Banking Financial Company — Systemically
Important Non-Deposit taking Company and Deposit taking Company (Reserve Bank)
Directions, 2016. The Company has continued to be engaged in the aforesaid business during
the FY 2021-22 and accordingly the income from financial assets is more than 50 percent of the
gross income, however, the financial assets as on 31st March, 2022 are not more than 50
percent of its total assets as given below:

Sr. | Particulars Details
No.
1. | Asset- Income pattern:
(a) % of Financial Assets to Total Assets Financial Assets to Total Assets - 39%
(b) % of Financial Income to Gross income | Financial Income to Gross income - 88%

We further report that:

The Board of Directors of the Company is duly constituted with proper balance of Executive
Directors, Non-Executive Directors and Independent Directors. The changes in the composition
of the Board of Directors that took place during the year under review were carried out in
compliance with the provisions of the Act.

We also report that adequate notice/s were given to all directors to schedule the Board /
Committee Meetings and Agenda and detailed notes on agenda were sent to the Directors at
least seven days in advance unless consented by Directors to conduct meeting with short notice.
There exists a system for seeking and obtaining further information and clarifications on the
agenda items before the meeting for meaningful participation at the meeting.

All decisions at Board and/or committee meeting are carried out unanimously as recorded in
the minutes of the meeting of the Board of Directors and committees of the Board, as the case
may be and proper system is in place which facilitates/ensure to capture and record, the
dissenting member’s views, if any, as part of the minutes.

Ny gect
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Based on the representation made by the Company and its Officers explaining us in respect of
internal systems and mechanism established by the Company which ensures compliances of
other Acts, Laws and Regulations applicable to the Company, we report that there are adequate
systems and processes in the Company commensurate with the size and operations of the
Company to monitor and ensure compliance with applicable laws, rules, regulations and
guidelines.

We further report that during the audit period the following specific events / actions have a
major bearing on the Company’s affairs and statutory compliances in pursuance of the above
referred laws, rules, regulations, guidelines etc. viz.:

(a) The Company has entered into Composite Scheme of Amalgamation and Arrangement
among Bee Finance Limited (“Transferor Company”), KKR Capital Markets India Private
Limited (“Transferee Company”), InCred Financial Services Limited (“Demerged
Company”), and KKR India Financial Services Limited (“Resulting Company”), and their
respective shareholders under Sections 230 to 232 read with Sections 66 and 234 of the
Companies Act, 2013. Final hearing by the Hon’ble National Company- ibunal is
awaited. e : :

Date:- May 05, 2022 Signatdre:-
Place:- Mumbai Name:- Rakesh Achhpal (Partner)
For:- Nilesh Shah & Associates
Peer Review No: 698/2020 ACS: 54525
C.P.: 20438

UDIN: A054525D000276956

Note: This Report has to be read with “Annexure - A”.
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'ANNEXURE A’
To,
The Members,
KKR INDIA FINANCIAL SERVICES LIMITED
(Formerly Known as KKR KKR INDIA FINANCIAL SERVICES PRIVATE LIMITED)
2nd Floor, Piramal Tower, Peninsula Corporate Park,
Ganpatrao Kadam Marg, Lower Parel,
Mumbai — 400013

(i)  Maintenance of secretarial record is the responsibility of the management of the
company. Our responsibility is to express an opinion on these secretarial records
based on our audit.

(i) We have followed the audit practices and processes as were appropriate to obtain
reasonable assurance about the correctness of the contents of the Secretarial
records. The verification was done on test basis (by verifying records made available
to us) to ensure that correct facts are reflected in secretarial records. We believe
that the processes and practices, we followed, provide a reasonable basis for our
opinion.

(iii) We have not verified the correctness and appropriateness of financial records and
Books of Accounts of the company.

(iv) Wherever required, we have obtained Management representation about the
compliance of laws, rules and regulations and occurrence of events.

(v) The compliance of the provisions of Corporate and other applicable laws, rules,
regulations, standards is responsibility of management. Our examination was limited
to the verification of process followed by Company to ensure adequate Compliance.

(vi) The Secretarial Audit Report is neither an assurance as to the future viability of the
company nor of the efficacy or effectiveness with which the management has
conducted the affairs of the company.

(vii) Due to COVID-19 outbreak, we have relied on the information, details, data

in electronic form without physically verifying their office.

Date:- May 05, 2022 Signatureﬁ@w& M
Place:- Mumbai /
Name:- Rakesh Achhpal (Partner)

Peer Review No: 698/2020 " For:- Nilesh Shah & Associates
UDIN: A054525D000276956 ACS: 54525 C.P.: 20438
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