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SECTION I - GENERAL 

DEFINITIONS AND ABBREVIATIONS 

Unless the context otherwise indicates, all references in this Draft Shelf Prospectus to “the Issuer”, “our 
Company”, “the Company” or “ECL” or “we” or “us” or “our” are to ECL Finance Limited, a public limited 
company incorporated under the Companies Act, 1956, having its registered office at Edelweiss House, Off. C.S.T 
Road, Kalina, Mumbai 400 098, Maharashtra, India. In this Draft Shelf Prospectus, all references to “Edelweiss 
Group” are to Edelweiss Financial Services Limited and its subsidiaries.  
 
Unless the context otherwise indicates or implies, the following terms have the following meanings in this Draft 
Shelf Prospectus, and references to any legislation, act, regulation, rules, guidelines or policies shall be to such 
legislation, act, regulation, rules, guidelines or policies as amended from time to time. 
 
Company Related Terms 

 

Term Description 

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

“Issuer”, “the Company” and “our 
Company” 

ECL Finance Limited, a company incorporated under the Companies 
Act, 1956 and registered as a Non-Banking Financial Company with 
the Reserve Bank of India under Section 45-IA of the Reserve Bank of 
India Act, 1934 and having its Registered Office at Edelweiss House, 
Off. C.S.T Road, Kalina, Mumbai - 400098, Maharashtra  

Act/Companies Act The Companies Act 1956 or the Companies Act 2013, as the case may 
be 

Companies Act, 1956/1956 Act The Companies Act, 1956, as amended, read with the rules framed 
thereunder 

Companies Act 2013/2013 Act  The Companies Act, 2013, as amended and to the extent notified by 
the MCA and read with the rules framed thereunder 

AOA/Articles/Articles of 
Association 

Articles of Association of our Company  

Board/Board of Directors The Board of Directors of our Company and includes any Committee 
thereof  

DIN Director Identification Number 

Edelweiss Group Edelweiss Financial Services Limited and its subsidiaries 

Equity Shares Equity shares of the face value of `1 each of our Company 

Memorandum/MOA/Memorandum 
of Association 

Memorandum of Association of our Company 

NAV Net Asset Value 

NBFC Non-Banking Financial Company as defined under Section 45-IA of 
the RBI Act, 1934 

NPA/ NPAs Non-Performing Asset 

Net NPAs Gross NPAs less provisions for NPAs 

Promoter  Edelweiss Financial Services Limited 

  Reformatted Financial Information (i) standalone reformatted statement of assets and liabilities of our 
Company as at March 31, 2018 March 31, 2017, March 31, 2016, 
March 31, 2015 and March 31, 2014 and the related reformatted 
statement of profit and loss for the year ended 2018, 2017, 2016, 
2015 and 2014 and the reformatted statement of cash flow for the 
year ended March 31, 2018, 2017, 2016, 2015 and 2014 
(“Reformatted Standalone Financial Information”) and  
 

(ii) consolidated reformatted statement of assets and liabilities of our 
Company as at March 31, 2018 March 31, 2017 and March 31, 
2016 and the related reformatted statement of profit and loss for 
the year ended 2018, 2017 and 2016 and the reformatted 
statement of cash flow for the year ended March 31, 2018, 2017 
and 2016 (“Reformatted Consolidated Financial 

Information”) 
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Term Description 

Limited Review Financial Results The unaudited standalone financial result for the half year ended 
September 30, 2018 prepared in accordance with the recognition and 
measurement principles laid down in Indian Accounting Standard 34, 
(Ind AS 34) “Interim Financial Reporting” prescribed under 
Section133 of the Companies Act, 2013 read with Rule 3 of 
Companies (Indian Accounting Standards) Rules,2015, as amended 
and presented in accordance with requirement of SEBI (Listing 
Agreement and Disclosure Requirement) Regulations, 2015 read with 
SEBI circular Number CIR/IMD/DF1/9/2015 dated November 27, 
2015 and SEBI circular number CIR/IMD/DF1/69/2016 dated August 
10, 2016 collectively named as “Listing Regulations” 

Specified Cities Centres at Mumbai, Chennai, Kolkata, Delhi, Ahmedabad, Rajkot, 
Jaipur, Bengaluru, Hyderabad, Pune, Vadodara and Surat where the 
Members of the Syndicate or the Trading Members of the Stock 
Exchange(s) shall accept ASBA Applications in terms of the SEBI 
Circular No. CIR/CFD/DIL/1/2011 dated April 29, 2011 

Current Statutory Auditors Our current statutory auditors being S.R. Batliboi & Co LLP, 
Chartered Accountants  

 

Issue Related Terms  

 

Term Description 

Abridged Prospectus 
 

A memorandum containing the salient features of the Prospectus 

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

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

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

Allottee(s) The successful Applicant to whom the NCDs are being/have been Allotted 
pursuant to the Issue 

Applicant/Investor  A person who applies for the issuance and Allotment of NCDs pursuant to the 
terms of this Draft Shelf Prospectus, Shelf Prospectus, relevant Tranche 
Prospectus, Abridged Prospectus and the Application Form for any Tranche 
Issue 

Application/ASBA 
Application  

An application (whether physical or electronic) to subscribe to the NCDs 
offered pursuant to the Issue by submission of a valid Application Form and 
authorising an SCSB to block the Application Amount in the ASBA Account 
which will be considered as the application for Allotment in terms of the Shelf 
Prospectus and respective Tranche Prospectus(es) 

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

Application Form/ASBA 
Form 

Form in terms of which an Applicant shall make an offer to subscribe to NCDs 
through the ASBA process and which will be considered as the Application for 
Allotment of NCDs in terms of the Draft Shelf Prospectus, in terms of the Shelf 
Prospectus and respective Tranche Prospectus 

Application Supported by 
Blocked Amount/ASBA/ 
ASBA Application 

The application (whether physical or electronic) used by an ASBA Applicant to 
make an Application by authorizing the SCSB to block the bid amount in the 
specified bank account maintained with such SCSB 

ASBA Account An account maintained with a SCSB and specified in the Application Form 
which will be blocked by such SCSB to the extent of the Application Amount 
in relation to the Application Form by an ASBA Applicant 

ASBA Applicant Any Applicant who applies for NCDs through the ASBA process 

Axis Bank Limited Axis 

Bankers to the Issue The banks which are clearing members and registered with SEBI as bankers to 
the issue, with whom the Public Issue Accounts and/or Refund Accounts will 
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Term Description 

be opened by our Company in respect of the Issue, and as specified in the 
relevant Tranche Prospectus for each Tranche Issue 

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

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

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

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

Brickwork Brickworks Ratings India Private Limited   

BSE BSE Limited 

CARE  Credit Analysis and Research Limited 

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

CRISIL CRISIL Limited 

Category I Investor • Public financial institutions scheduled commercial banks, Indian 
multilateral and bilateral development financial institution which are 
authorized to invest in the NCDs; 

• Provident funds, pension funds with a minimum corpus of ₹2,500 lakh, 
superannuation funds and gratuity funds, which are authorized to invest in 
the NCDs; 

• Mutual Funds registered with SEBI; 

• Venture Capital Funds/ Alternative Investment Fund registered with SEBI, 
subject to investment conditions applicable to them under Securities and 
Exchange Board of India (Alternative Investment Funds) Regulations, 
2012; 

• Insurance Companies registered with IRDA; 

• State industrial development corporations;  

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

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

• Systemically Important Non-Banking Financial Company, a nonbanking 
financial company registered with the Reserve Bank of India and having a 
net worth of more than ₹50,000 lakh as per the last audited financial 
statements; and 

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

Category II Investor • Companies within the meaning of section 2(20) of the Companies Act, 
2013; 

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

• Co-operative banks and regional rural banks; 

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

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

• Partnership firms in the name of the partners; 

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

• Association of Persons; and 

• Any other incorporated and/ or unincorporated body of persons 



6 | 292 

Term Description 

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

Category IV Investors  Retail Individual Investors which include Resident Indian individuals and 
Hindu Undivided Families through the Karta applying for an amount 
aggregating up to and including ` 10 lakhs across all series of NCDs in Issue 

Credit Rating Agencies For the present Issue, the credit rating agencies, being CRISIL and ICRA 

CDP/ Collecting 
Depository Participant 

A depository participant as defined under the Depositories Act, 1996 and 
registered with SEBI and who is eligible to procure Applications at the 
Designated CDP Locations 

Client ID Client identification number maintained with one of the Depositories in 
relation to the demat account 

NCDs/Debentures Secured redeemable non-convertible debentures of the face value of ` 1,000 
each 

Debenture Holder (s) / 
NCD 
Holder(s) 

The holders of the NCDs whose name appears in the database of the Depository 
and/or the register of NCD Holders (if any) maintained by our Company if 
required under applicable law 

Debt Application Circular Circular No. CIR/IMD/DF-1/20/2012 issued by SEBI on July 27, 2012 as 
modified by circular (No. CIR/IMD/DF/18/2013) dated October 29, 2013 
issued by SEBI and circular no. CIR/DDHS/P/121/2018 dated August 16, 
2018 issued by SEBI 

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

Debenture Trustee 
Agreement 

Agreement dated November 12, 2018 entered into between our Company and 
the Beacon Trusteeship Limited 

Debenture Trust Deed Trust Deed to be entered into between our Company and Beacon Trusteeship 
Limited which shall be executed within the time limit prescribed by applicable 
statutory and/or regulatory requirements, for creating appropriate security, in 
favour of the Debenture Trustee for the NCD Holders on the assets adequate to 
ensure 100% asset cover for the NCDs and the interest due thereon issued 
pursuant to the Issue 

Deemed Date of 
Allotment 

The date on which the Board or Debentures Committee approves the Allotment 
of NCDs or such date as may be determined by the Board of Directors or 
Debentures Committee and notified to the Designated Stock Exchange. All 
benefits relating to the NCDs including interest on the NCDs shall be available 
to the investors from the Deemed Date of Allotment. The actual Allotment of 
NCDs may take place on a date other than the Deemed Date of Allotment 

Demographic Details The demographic details of an Applicant, such as his address, occupation, bank 
account details, Category, PAN for printing on refund orders which are based 
on the details provided by the Applicant in the Application Form 

Depositories Act The Depositories Act, 1996, as amended from time to time 

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

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

Designated Stock 
Exchange/DSE 

BSE Limited  

Direct Online Application The application made using an online interface enabling direct application by 
investors to a public issue of their debt securities with an online payment 
facility through a recognized stock exchange. This facility is available only 
for demat account holders who wish to hold the NCDs pursuant to the Issue 
in dematerialized form. Please note that the Applicants will not have the 
option to apply for NCDs under the Issue, through the direct online 
applications mechanism of the Stock Exchanges 

Designated Branches Such branches of the SCSBs which shall collect the Application Forms used by 
the ASBA Applicants and a list of which is available at 
https://www.sebi.gov.in/sebi_data/attachdocs/1365051213899.html  
or at such other website as may be prescribed by SEBI from time to time 
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Term Description 

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

Direct Online Application The Application made using the online interface and online payment facility of 
the Stock Exchanges, as applicable. This facility is available only for demat 
account holders who wish to hold the NCDs pursuant to the Issue in 
dematerialized form 

Designated CDP 
Locations 

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

Designated 
Intermediary(ies) 

Collectively, the Lead Managers, the Members of Syndicate, sub-brokers, 
agents, SCSBs, Registered Brokers, CDPs and RTAs, who are authorised to 
collect Application Forms from the Applicants in the Issue 

Designated RTA 
Locations 

Such locations of the RTAs where Applicants can submit the Application Forms 
to RTAs. The details of such Designated RTA Locations, along with names and 
contact details of the RTAs eligible to accept ASBA Forms are available on the 
respective websites of the Stock Exchanges (www.bseindia.com and 
www.nseindia.com, respectively, as updated from time to time) 

Draft Shelf 
Prospectus/Draft Offer 
Document 

This Draft Shelf Prospectus dated November 26, 2018 filed with the Stock 
Exchanges for receiving public comments in accordance the Regulation 6(2) of 
the SEBI Debt Regulations and to SEBI for record purpose.  

Edelweiss Edelweiss Financial Services Limited 

Financial Year/FY/Fiscal 
Year 

Financial Year ending March 31 

FPI Foreign portfolio investors as defined under the SEBI (Foreign Portfolio 
Investors) Regulations, 2014 

FIPB The erstwhile Foreign Investment Promotion Board 

ICRA Limited ICRA Limited  

Ind AS/ IND (AS)  Indian accounting standards (Ind AS) as per Indian Companies (Indian 
accounting standards) rules, 2015, as amended notified under section 133 of 
the Act and other relevant provisions of the Act 

Interest/ Coupon Payment 
Date 

As specified in the relevant Tranche Prospectus for the relevant Tranche Issue 

Issue Public Issue by our Company of Secured Redeemable Non-Convertible 
Debentures of face value of Rs. 1,000 Each (“NCDs”) aggregating up to Rs. 
20,000 Million (“Shelf Limit”) (“Issue”). The NCDs will be issued in one or 
more tranches up to the shelf limit, on terms and conditions as set out in the 
relevant tranche prospectus for any tranche issue (each a “Tranche Issue”), 
which should be read together with this Draft Shelf Prospectus and the Shelf 
Prospectus (collectively the “Offer Documents”) 

Issue Agreement  Agreement dated November 26, 2018 entered into between our Company and 
the Lead Managers 

Issue Opening Date As specified in the relevant Tranche Prospectus  

Issue Closing Date As specified in the relevant Tranche Prospectus  

Issue Period The period between the Issue Opening Date and the Issue Closing Date inclusive 
of both days of the respective Tranche Prospectus and during which Applicants 
can submit their Applications as specified in this Draft Shelf Prospectus 

IIFL Holdings Limited IIFL 

Lead Managers IIFL Holdings Limited, Edelweiss Financial Services Limited, Axis Bank 
Limited and Trust Investment Advisors Private Limited   

Lead Brokers As specified in the relevant Tranche Prospectus 

Lead Brokers Agreement As specified in the relevant Tranche Prospectus 

Market Lot 1 (One) NCD 

Members of Syndicate Members of Syndicate includes Lead Managers, Lead Brokers and Sub 
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Term Description 

Brokers 

Members of the Syndicate 
Bidding Centers 

Members of the Bidding Centres established for acceptance of Application 
Forms. 

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

The holders of the NCDs whose name appears in the database of the Depository 
(in case of NCDs in the dematerialized form) and/or the register of NCD holders 
maintained by our Company/Registrar if required under Applicable Law 

Offer Document This Draft Shelf Prospectus, Shelf Prospectus relevant Tranche Prospectus, 
abridged prospectus and Application Form 

OCB or Overseas 
Corporate 
Body 

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

Public Issue Account Account(s) to be opened with the Bankers to the Issue to receive monies from 
the ASBA Accounts on the Designated Date as specified for respective Tranche 
Prospectus(es) 

Public Issue Account 
Bank 

As specified in the relevant Tranche Prospectus 

Public Issue Account 
Agreement 

As specified in the relevant Tranche Prospectus 

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

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

Refund Account Account opened with the Refund Bank from which refunds, if any, of the whole 
or any part of the Application Amount shall be made and as specified in relevant 
Tranche Prospectus 

Refund Bank(s) As specified in the relevant Tranche Prospectus 

Registrar to the 
Issue/Registrar 

Link Intime India Private Limited 

Registrar Agreement The agreement dated November 26, 2018 between our Company and the 
Registrar in connection with the Issue 

Registered Brokers or 
Brokers 

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

RTAs/ Registrar and Share 
Transfer Agents 

The registrar and share transfer agents registered with SEBI and eligible to 
procure Application in the Issue at the Designated RTA Locations 

Redemption Amount As specified in the relevant Tranche Prospectus 

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

SEBI Debt 
Regulations/Debt 
Regulations/SEBI 
Regulations 

Securities and Exchange Board of India (Issue and Listing of Debt Securities) 
Regulations, 2008, as amended from time to time 

SEBI Listing 
Regulations/Listing 
Regulations 

Securities and Exchange Board of India (Listing Obligations and Disclosure 
Requirements) Regulations, 2015, as notified on September 2, 2015 and as 
enforced on December 1, 2015, as amended from time to time  
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Term Description 

Series As specified in the relevant Tranche Prospectus 

SCSBs or Self Certified 
Syndicate Banks 

The banks registered with SEBI under the Securities and Exchange Board of 
India (Bankers to an Issue) Regulations, 1994 offering services in relation to 
ASBA, including blocking of an ASBA Account, and a list of which is available 
on https://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-
Intermediaries or at such other web-link as may be prescribed by SEBI from 
time to time. A list of the branches of the SCSBs where ASBA Applications 
submitted to the Lead Managers, Lead Brokers or the Trading Member(s) of the 
Stock Exchange, will be forwarded by such Lead Managers, Lead Brokers or 
the Trading Members of the Stock Exchange is available at www.sebi.gov.in or 
at such other web-link as may be prescribed by SEBI from time to time 

Shelf Prospectus 
 

The Shelf Prospectus dated [●] shall be filed by our Company with the SEBI, 
NSE, BSE and the RoC in accordance with the provisions of the Companies 
Act, 2013 and the SEBI Debt Regulations 

Shelf Limit The aggregate limit of the Issue, being Rs. 20,000 million to be issued under 
this Draft Shelf Prospectus, Shelf Prospectus through one or more Tranche 
Issues 

Specified Cities/Specified 
Locations 

Bidding Centres where the Member of the Consortium shall accept Application 
Forms from Applicants a list of which is available on the website of the SEBI 
at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes 
and updated from time to time and at such other websites as may be prescribed 
by SEBI from time to time 

  SMERA Acuité Ratings and Research Limited 

Stock Exchange(s)  BSE and NSE  

Syndicate Collectively, the Members of the Syndicate, Lead Managers and sub-brokers 
appointed in relation to the Issue 

Syndicate ASBA 
Application Locations 

ASBA Applications through the Lead Managers, Consortium Members, sub-
brokers or the Trading Members of the Stock Exchange or the Designated 
Intermediaries 

Syndicate ASBA 
Application Locations 

Application centres at Mumbai, Chennai, Kolkata, Delhi, Ahmedabad, Rajkot, 
Jaipur, Bengaluru, Hyderabad, Pune, Vadodara and Surat where the members 
of the Syndicate shall accept ASBA Applications 

Syndicate SCSB Branches In relation to ASBA Applications submitted to a member of the Syndicate, such 
branches of the SCSBs at the Syndicate ASBA Application Locations named by 
the SCSBs to receive deposits of the Application Forms from the members of 
the Syndicate, and a list of which is available on https://www.sebi.gov.in or at 
such other website as may be prescribed by SEBI from time to time 

Tenor Tenor shall mean the tenor of the NCDs as specified in the relevant Tranche 
Prospectus 

Transaction Documents Transaction Documents shall mean, the Issue Agreement, the Registrar 
Agreement, the Debenture Trustee Agreement and the Debenture Trust Deed 

Trading Members Intermediaries registered with a Broker or a Sub-Broker under the SEBI (Stock 
Brokers and Sub-Brokers) Regulations, 1992 and/or with the Stock Exchange 
under the applicable byelaws, rules, regulations, guidelines, circulars issued by 
Stock Exchange from time to time and duly registered with the Stock Exchange 
for collection and electronic upload of Application Forms on the electronic 
application platform provided by the Stock Exchange  

Tranche Issue Issue of the NCDs pursuant to the respective Tranche Prospectus 

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

Tripartite Agreement(s) Agreements entered into between the Issuer, Registrar and each of the 
Depositories under the terms of which the Depositories have agreed to act as 
depositories for the securities issued by the Issuer i.e. tripartite agreement dated 
March 22, 2010 between the Company, Registrar to the Issue and CDSL and 
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Term Description 

tripartite agreement dated March 22, 2010 between the Company, Registrar to 
the Issue and NSDL 

Trust Investment Advisors 
Private Limited   

Trust  

Trustees/Debenture 
Trustee 

Trustees for the holders of the NCDs, in this case being Beacon Trusteeship 
Limited 

Uniform Listing 
Agreement 

The uniform listing agreement to be entered between the Stock Exchange and 
our Company, pursuant to the Listing Regulations and SEBI Circular No. 
CIR/CFD/CMD/6/2015 dated October 13, 2015, in relation to the listing of the 
NCDs on the Stock Exchange 

Working Days / Business 
Days 

All days excluding Sundays or a holiday of commercial banks in Mumbai, 
except with reference to Issue Period, where Working Days shall mean all days, 
excluding Saturdays, Sundays and public holiday in India. Furthermore, for the 
purpose of post issue period, i.e. period beginning from Issue Closure to listing 
of the securities, Working Days shall mean all days excluding Sundays or a 
holiday of commercial banks in Mumbai or a public holiday in India, however, 
with reference to payment of interest/redemption of NCDs, Working Days shall 
mean those days wherein the money market is functioning in Mumbai 

 
Business/Industry Related Terms  

 

Term Description 

ALM Asset Liability Management 

ALCO Asset-Liability Management Committee 

Assets under Management 
(AUM) 

Aggregate of receivable from financing business (secured and unsecured 
which has been shown as part of short term loans and advances and long term 
loans and advances), accrued interest on loans given which has been shown 
as part of other current assets and quoted and unquoted credit substitute which 
has been shown as part of stock in trade 

Bankruptcy Code  The Insolvency and Bankruptcy Code, 2016 

CRAR Capital-to-Risk-Weighted Assets Ratio 

DSA Direct Sales Agent 

FIR First Information Report 

Expected Credit Loss 
/ExCL 

ExCL is a probability-weighted estimate of credit losses. A credit loss is the 
difference between the cash flows that are due to an entity in accordance with 
the contract and the cash flows that the entity expects to receive discounted 
at the original effective interest rate. 

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

Stage 1 Provision Stage 1 provision are 12-month ExCL resulting from default events that are 
possible within 12 months after the reporting date as defined under Ind AS.  

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

Stage 2 Provision Stage 2 provision are life time ExCL resulting from all default events that are 
possible over the expected life of the financial instrument as defined under 
Ind AS 

Stage 3 Assets Stage 3 Assets includes financial assets that have objective evidence of 
impairment at the reporting date as defined under Ind AS 

Stage 3 Provision Stage 3 provision are life time ExCL resulting from all default events that are 
possible over the expected life of the financial instrument as defined under 
Ind AS 

Gross NPAs/GNPAs Aggregate of receivable from financing business considered as non-performing 
assets (secured and unsecured which has been shown as part of short term loans 
and advances and long term loans and advances) and non performing quoted 
and unquoted credit substitute forming part of stock in trade.  
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Term Description 

Gross NPA is also referred to as GNPAs 

KYC Norms Customer identification procedure for opening of accounts and monitoring 
transactions of suspicious nature followed by NBFCs for the purpose of 
reporting it to appropriate authority 

Loan Book as per IGAAP Aggregate of receivable from financing business (secured and unsecured 
which has been shown as part of short term loans and advances and long term 
loans and advances), accrued interest on loans given which has been shown 
as part of other current assets and quoted and unquoted credit substitute which 
has been shown as part of stock in trade  

Loan Book as per Ind 
AS/Loans excluding 
provisions  

Aggregate of receivable from financing business, accrued interest on loans 
given, unamortized loan origination cost, less of unamortized processing fee 
as determined under Ind AS excluding provisions 

NBFC Non-Banking Financial Company 

Master Direction Master Direction – Non-Banking Financial Company - Systemically Important 
Non-Deposit taking Company and Deposit taking Company (Reserve Bank) 
Directions, 2016 dated September 01, 2016, as amended from time to time. 

NBFC-D NBFC registered as a deposit accepting NBFC 

NBFC-ND NBFC registered as a non-deposit accepting NBFC 

NBFC-ND-SI Systemically Important NBFC-ND with Asset size of more than ̀  5000 million  

SME Small and Medium Enterprises 

Tier I Capital  Tier I Capital means owned fund as reduced by investment in shares of other 
NBFC and in shares, debentures, bonds, outstanding loans and advances 
including hire purchase and lease finance made to and deposits with subsidiary 
and companies in the same group exceeding, in aggregate, ten percent of the 
owned fund and perpetual debt instruments issued by a Systemically important 
non-deposit taking non-banking financial company in each year to the extent it 
does not exceed 15% of the aggregate Tier I Capital of such company as on 
March 31 of the previous accounting year 

Tier II Capital  Tier II capital includes the following: 
(a) preference shares other than those which are compulsorily convertible 

into equity; 
(b) revaluation reserves at discounted rate of fifty five percent; 
(c) General Provisions (including that for Standard Assets/ Stage 1 assets and 

Stage 2 assets under Ind AS) and loss reserves to the extent these are not 
attributable to actual diminution in value or identifiable potential loss in 
any specific asset and are available to meet unexpected losses, to the 
extent of one and one fourth percent of risk weighted assets;  

(d) hybrid debt capital instruments; 
(e) subordinated debt; and 

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

to the extent the aggregate does not exceed Tier I capital 

 

Conventional and General Terms or Abbreviations 

 

Term Description 

AGM Annual General Meeting 

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

CDSL Central Depository Services (India) Limited 

DRR Debenture Redemption Reserve 

ECGC Export Credit Guarantee Corporation of India  

EGM Extraordinary General Meeting 

EPS Earnings Per Share 
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Term Description 

FDI Policy FDI in an Indian company is governed by the provisions of the FEMA read 
with the FEMA Regulations and the Foreign Direct Investment Policy 

FEMA Foreign Exchange Management Act, 1999, as amended from time to time 

FEMA Regulations Foreign Exchange Management (Transfer or Issue of Security by a Person 
Resident Outside India) Regulations, 2000, as amended from time to time 

FII/FIIs Foreign Institutional Investor(s) 

GDP Gross Domestic Product 

GoI Government of India 

G-Sec Government Securities 

HUF Hindu Undivided Family 

IFRS International Financial Reporting Standards 

IFSC Indian Financial System Code 

Indian GAAP/IGAAP Accounting Standards as per the Companies (Accounting standards) Rules, 
2006 notified under Section 133 of the Act and other relevant provisions of 
the Act.  

IRDA Insurance Regulatory and Development Authority 

IT Act The Income Tax Act, 1961, as amended from time to time 

IT Information Technology 

KYC Know Your Customer 

LTV Loan to value 

MCA Ministry of Corporate Affairs, Government of India 

MICR Magnetic Ink Character Recognition 

MIS Management Information System 

NA Not Applicable 

NACH National Automated Clearing House  

NEFT National Electronic Funds Transfer 

NII(s) Non-Institutional Investor(s) 

NIM Net Interest Margin 

NRI Non-Resident Indian 

NSDL National Securities Depository Limited 

NSE National Stock Exchange of India Limited 

PAN Permanent Account Number 

Provision for NPAs  Aggregate of provision for non performing assets (which has been shown as 
part of short term provision and long term provision).  

Profit after Tax (PAT) Profit for the year 

RBI The Reserve Bank of India 

RBI Act The Reserve Bank of India Act, 1934, as amended from time to time 

RM  Relationship Manager 

ROC Registrar of Companies, Maharashtra, Mumbai 

RTGS Real Time Gross Settlement 

SCRA Securities Contracts (Regulation) Act, 1956, as amended from time to time 

SCRR The Securities Contracts (Regulation) Rules, 1957, as amended from time to 
time 

SEBI Securities and Exchange Board of India constituted under the Securities and 
Exchange Board of India Act, 1992 

SEBI Act The Securities and Exchange Board of India Act, 1992 as amended from time 
to time 

Secured Loan Book Secured receivables from financing business (shown as part of short term 
loans and advances and long term loans and advances), accrued interest on 
secured loans forming part of other current assets and quoted and unquoted 
credit substitute which has been shown as part of stock in trade, 

TDS Tax Deducted at Source 

TNW Tangible Net worth 

TOL Total Outside Liabilities 

Unsecured Loan Book Unsecured receivables from financing business (shown as part of short term 
loans and advances and long term loans and advances) and accrued interest 
on unsecured loans forming part of other current assets, 
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Term Description 

WDM Wholesale Debt Market 

 

Notwithstanding the foregoing: 

 

1. In the chapter titled “Summary of Main Provisions of the Articles of Association” beginning on page 276, 

defined terms have the meaning given to such terms in that section. 

2. In the chapter titled “Financial Information” beginning on page 149, defined terms have the meaning given 

to such terms in that chapter. 

3. In the paragraph titled “Disclaimer Clause of NSE” and “Disclaimer Clause of BSE” beginning on page 265 

in the chapter “Other Regulatory and Statutory Disclosures” beginning on page 264 defined terms shall have 

the meaning given to such terms in those paragraphs. 

4. In the chapter titled “Statement of Tax Benefits” beginning on page 64, defined terms have the meaning given 

to such terms in that chapter. 

5. In the chapter titled “Key Regulations and Policies” beginning on page 253, defined terms have the meaning 

given to such terms in that chapter. 

6. In the chapter titled “Our Business” beginning on page 101, defined terms have the meaning given to such 

terms in that chapter. 
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CERTAIN CONVENTIONS, USE OF FINANCIAL, INDUSTRY AND MARKET DATA AND 

CURRENCY OF PRESENTATION 
 

Certain Conventions 

 
In this Draft Shelf Prospectus, unless otherwise specified or the context otherwise indicates or implies the terms, 
all references to “ECL Finance Limited”, “Issuer”, “we”, “us”, “our” and “our Company” are to ECL Finance 
Limited. Unless stated otherwise, all references to page numbers in this Draft Shelf Prospectus are to the page 
numbers of this Draft Shelf Prospectus. Unless stated otherwise, all references to financial numbers are on a 
standalone basis. 
 
All references to “India” are to the Republic of India and its territories and possessions and all references to the 
“Government” or the “State Government” are to the Government of India, central or state, as applicable.  
 
Presentation of Financial Information  

 
Our Company publishes its financial statements in Rupees. Our Company’s financial statements for the year ended 
March 31, 2018, March 31, 2017, March 31, 2016, March 31, 2015 and March 31, 2014 have been prepared in 
accordance with Indian GAAP including the Accounting Standards notified under the Companies Act read with 
General Circular 8/2014 dated April 4, 2014. With effect from April 1, 2018, as per the roadmap issued by the 
Ministry of Corporate Affairs for Non-Banking Finance Companies dated 18 January 2016, for financial reporting 
purposes, the Company has followed the Accounting Standards issued by the ICAI specified under Section 133 
of the Companies Act, 2013, read with Rule 3 of the Companies (Indian Accounting Standard) Rules, 2015 (“Ind 

AS”).  
 
The Reformatted Standalone Financial Information and the Reformatted Consolidated Financial Information s are 
included in this Draft Shelf Prospectus and collectively referred to hereinafter as the “Reformatted Financial 

Information”. The examination reports on the Reformatted Financial Information as issued by our Company’s 
Current Statutory Auditor, S. R. Batliboi & Co. LLP, Chartered Accountants, are included in this Draft Shelf 
Prospectus in the chapter titled “Financial Information” beginning at page 149. 
 
The Limited Review Financial Results, submitted by the Company to the Stock Exchange pursuant to the 
requirements of Regulation 52 of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, 
read with SEBI circular Number CIR/IMD/DF1/9/2015 dated November 27, 2015 and SEBI circular number 
CIR/IMD/DF1/69/2016 dated August 10, 2016 collectively named as “Listing Regulations “included in this Draft 
Shelf Prospectus in the section titled “Financial Information” beginning at page 149.  
 
Unless stated otherwise, the financial data upto and for the year ended March 31, 2018 used in this Draft Shelf 
Prospectus is derived from our Company’s Reformatted Standalone Financial Information. 
 
Unless stated otherwise, the financial data as at and for the half year ended September 30, 2018 used in this Draft 
Shelf Prospectus is derived from our Company’s Limited Review Financial Results. 
 
Unless stated otherwise, macroeconomic and industry data used throughout this Draft Shelf Prospectus has been 
obtained from publications prepared by providers of industry information, government sources and multilateral 
institutions. Such publications generally state that the information contained therein has been obtained from 
sources believed to be reliable but that their accuracy and completeness are not guaranteed and their reliability 
cannot be assured. Although the Issuer believes that industry data used in this Draft Shelf Prospectus is reliable, 
it has not been independently verified. Further, the extent to which the market and industry data presented in this 
Draft Shelf Prospectus is meaningful depends on the readers’ familiarity with and understanding of methodologies 
used in compiling such data. 
 
Currency and units of Presentation 

 
In this Draft Shelf Prospectus, all references to ‘Rupees’/‘Rs.’/‘INR’/‘`’ are to Indian Rupees, the official 
currency of the Republic of India.  
 
Except where stated otherwise in this Draft Shelf Prospectus, all figures have been expressed in ‘in millions’. All 
references to ‘million/million/mn.’ refer to one million, which is equivalent to ‘ten lakhs’ or ‘ten lacs’, the word 
‘lakhs/lacs/lac’ means ‘one hundred thousand’ and ‘Crore’ means ‘ten million’ and ‘billion/bn./billions’ means 
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‘one hundred crores’. 
 
Certain figures contained in this Draft Shelf Prospectus, including financial information, have been subject to 
rounding adjustments. Unless set out otherwise, all figures in decimals, including percentage figures, have been 
rounded off to two decimal points. In certain instances, (i) the sum or percentage change of such numbers may 
not conform exactly to the total figure given; and (ii) the sum of the numbers in a column or row in certain tables 
may not conform exactly to the total figure given for that column or row. Further, any figures sourced from third 
party industry sources may be rounded off to other than two decimal points to conform to their respective sources.  
 
Industry and Market Data  

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

This Draft Shelf Prospectus contains certain statements that are not statements of historical fact and are in the 
nature of “forward-looking statements”. These forward-looking statements generally can be identified by words 
or phrases such as “aim”, “anticipate”, “believe”, “continue”, “expect”, “estimate”, “intend”, “objective”, “plan”, 
“potential”, “project”, “will”, “will continue”, “will pursue”, “will likely result”, “will seek to”, “seek” or other 
words or phrases of similar import. All statements regarding our expected financial condition and results of 
operations and business plans and prospects are forward-looking statements. These forward-looking statements 
include statements as to our business strategy, revenue and profitability and other matters discussed in this Draft 
Shelf Prospectus that are not historical facts. Our Company operates in a highly competitive, dynamic and 
regulated business environment, and a change in any of these variables may necessitate an alteration of our 
Company’s plans. Further, these plans are not static, but are subject to continuous internal review and policies, 
and may be altered, if the altered plans suit our Company’s needs better. 
 
All forward-looking statements are subject to risks, uncertainties and assumptions about us that could cause actual 
results, performance or achievements to differ materially from those contemplated by the relevant statement.  
 
Actual results may differ materially from those suggested by the forward looking statements due to risks or 
uncertainties associated with our expectations with respect to, but not limited to, regulatory changes pertaining to 
our businesses and our ability to respond to them, our ability to successfully implement our strategies, our growth 
and expansion, technological changes, our exposure to market risks, general economic and political conditions in 
India and which have an impact on our business activities or investments, the monetary and fiscal policies of 
India, inflation, deflation, unanticipated turbulence in interest rates, equity prices or other rates or prices, the 
performance of the financial markets in India and globally, changes in domestic laws, regulations and taxes and 
changes in competition in our industry.  
 
Important factors that could cause actual results to differ materially from our expectations include, but not limited 
to, the following: 
 
1. Any increase in the levels of Stage 3 assets on our Loan Book as per Ind AS, for any reason whatsoever, 

would adversely affect our business and results of operations; 
 

2. Any volatility in interest rates which could cause our gross spreads to decline and consequently affect our 
profitability; 
 

3. Unanticipated turbulence in interest rates or other rates or prices; the performance of the financial and capital 
markets in India and globally; 
 

4. Changes in political conditions in India; 
 
5. Changes in the value of Rupee and other currency changes; 

 
6. The rate of growth of our Loan Book as per Ind AS; 

 
7. The outcome of any legal or regulatory proceedings we are or may become a party to; 

 
8. Changes in Indian and/or foreign laws and regulations, including tax, accounting, banking, securities, 

insurance and other regulations; changes in competition and the pricing environment in India; and regional 
or general changes in asset valuations; 
 

9. Any changes in connection with policies, statutory provisions, regulations and/or RBI directions in 
connection with NBFCs, including laws that impact our lending rates and our ability to enforce our 
collateral; 
 

10. Emergence of new competitors or disruptive technologies; 
 

11. Performance of the Indian debt and equity markets; 
 

12. Occurrence of natural calamities or natural disasters affecting the areas in which our Company has 
operations;  
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13. Our ability to attract and retain qualified personnel; and 
 

14. Other factors discussed in this Draft Shelf Prospectus, including under the chapter titled “Risk Factors” 
beginning on page 18. 

 
For further discussion of factors that could cause our actual results to differ from our expectations, please refer to 
the section titled “Risk Factors” and chapters titled “Industry”, “Outstanding Litigations and Defaults” and “Our 

Business” beginning on pages 18, 76, 235 and 101, respectively.  
 
By their nature, certain market risk disclosures are only estimates and could be materially different from what 
actually occurs in the future. As a result, actual future gains or losses could materially differ from those that have 
been estimated. Forward looking statements speak only as on the date of this Draft Shelf Prospectus. The forward-
looking statements contained in this Draft Shelf Prospectus are based on the beliefs of management, as well as 
the assumptions made by and information currently available to management. Although we believe that the 
expectations reflected in such forward-looking statements are reasonable at this time, it cannot assure investors 
that such expectations will prove to be correct or will hold good at all times. Given these uncertainties, investors 
are cautioned not to place undue reliance on such forward-looking statements. If any of these risks and 
uncertainties materialise, or if any of our underlying assumptions prove to be incorrect, our actual results of 
operations or financial condition could differ materially from that described herein as anticipated, believed, 
estimated or expected. All subsequent forward-looking statements attributable to us are expressly qualified in 
their entirety by reference to these cautionary statements. Neither our Company or the Lead Managers, nor any of 
their respective affiliates has any obligation to, and do not intend to, update or otherwise revise any statements 
reflecting circumstances arising after the date hereof or to reflect the occurrence of underlying events, even if the 
underlying assumptions do not come to fruition. Our Company and Lead Managers will ensure that investors in 
India are informed of material developments until the time of the grant of listing and trading permission by the 
Stock Exchange(s). 
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SECTION II - RISK FACTORS 

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

contained in this Draft Shelf Prospectus, including the risks and uncertainties described below, before making an 

investment decision. The risk factors set forth below do not purport to be complete or comprehensive in terms of 

all the risk factors that may arise in connection with our business or any decision to purchase, own or dispose of 

the NCDs. The following risk factors are determined on the basis of their materiality. In determining the 

materiality of risk factors, we have considered risks which may not be material individually but may be material 

when considered collectively, which may have a qualitative impact though not quantitative, which may not be 

material at present but may have a material impact in the future. Additional risks, which are currently unknown, 

if materialises, may in the future have a material adverse effect on our business, financial condition, cash flows 

and results of operations. The market prices of the NCDs could decline due to such risks and you may lose all or 

part of your investment. 

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial 

or other implication of any of the risks described in this section. This Draft Shelf Prospectus also contains 

forward-looking statements that involve risks and uncertainties. Our results could differ materially from those 

anticipated in these forward-looking statements as a result of certain factors, including events described below 

and elsewhere in this Draft Shelf Prospectus. Unless otherwise stated and unless the context requires otherwise, 

the financial information used in this section is derived from and should be read in conjunction with Reformatted 

Standalone Financial Information of our Company.  

The financial information for half year ended September 30, 2018 and financial information upto and for the year 

ended March 18 are not comparable as they are prepared under different GAAPs.  

Investors are advised to read the following risk factors carefully before making an investment in the NCDs offered 

in this Issue. You must rely on your examination of our Company and this Issue, including the risks and 

uncertainties involved. 

A. Risk Factors Relating to our Company 
 

1. High levels of customer defaults and the resultant non-performing assets could adversely affect our 

Company's business, financial condition, cash flows, results of operations and future financial 

performance. 

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

Our Company has in the past faced certain instances of customers defaulting and/or failing to repay dues 
in connection with loans or finance provided by our Company. Our Company had in certain instances 
initiated legal proceedings to recover the dues from its delinquent customers. For further details in 
relation to litigations, see “Outstanding Litigation and Other Material Developments”. Customer 
defaults could also adversely affect our Company's levels of NPAs and provisions made for its NPAs, 
which could in turn adversely affect our Company's operations, cash flows and profitability.  

The Stage 3 Assets as on September 30, 2018 was ` 5,067.48 million and Stage 3 Provision stood at ` 
3052.55 million (which constituted 1.87 per cent, of our Company's total Loan Book as per Ind AS. Our 
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Company’s Gross NPAs was ` 4,015.82 million as on March 31, 2018 (which constituted 1.82 per cent, 
of our Company's total Loan Book as per IGAAP) while the Company's Net NPAs were ` 1,626.22 
million in financial year 2018.  

 Moreover, as our Company's Loan Book as per Ind AS matures, our Company may experience increased 
defaults in principal or interest repayments. Thus, if our Company is not able to control or reduce its 
level of NPAs, the overall quality of its Loan Book as per Ind AS may deteriorate, and its results of 
operations may be adversely affected.  

Our Company’s Stage 3 Provision was ` 3,052.55 million as at September 30, 2018 and our Company's 
total provisions for its NPAs were, ` 2,389.60 million and ` 2,077.38 million as at financial year ended 
March 31, 2018 and as at financial year ended March 31,2017 respectively and its provisioning coverage 
ratio (i.e., Stage 3 Assets for which Stage 3 Provision had been created/gross NPAs) for which provisions 
had been created) was 60.24%, 59.50%, and 65.84%, respectively, during these periods, which may not 
be comparable to that of other similar financial institutions. Moreover, there can be no assurance that 
there will be no further deterioration in our Company's provisioning coverage ratio or that the percentage 
of Stage 3 Assets that our Company will be able to recover will be similar to its past experience in 
recovering the same. In the event of any further deterioration in the quality of our Company's Loan Book 
as per Ind AS, there could be further adverse impact on its results of operations. Defaults for a period of 
more than 90 days result in such loans being classified as Stage 3 Assets. If our Company is unable to 
effectively monitor credit appraisal, portfolio monitoring and recovery processes and the related 
deterioration in the credit quality of its Loan Book as per Ind AS, the proportion of Stage 3 Assets in its 
Loan Book  as per Ind AScould increase, which may, in turn, have a material adverse effect on our 
Company's business, financial condition, cash flows results of operation and future financial 
performance.  

2. Our Company may be impacted by volatility in interest rates which could cause its Gross Spreads to 

decline, and consequently, affect its profitability. 

Our Company's results of operations are substantially dependent upon the level of its net interest margins. 
Our Company's total interest income is the largest component of our Company's total revenue from 
operations and constituted 96.94%, 94.71%, 92.65%, 107.10%, 108.17% of our Company's total revenue 
operations in the half year ended September 30, 2018, financial year ended March 31, 2018, in financial 
years 2017, 2016 and 2015, respectively. As at September 30, 2018, our Company's total Loan Book as 
per Ind AS was ` 2,70,956.24 million. Our Company borrows and lends funds on both fixed and floating 
rates. Volatility and mismatch in generally prevailing interest rates can materially and adversely affect 
our Company's financial performance, especially if the changes are sudden or sharp. 

While any reduction in interest rates at which our Company borrows may be passed on to its customers, 
our Company may not have the same flexibility in passing on any increase in interest rates to its 
customers who have availed loans on fixed interest rates. In a rising interest rate environment, if the 
yield on our Company's interest-earning assets does not increase simultaneously with or to the same 
extent as our Company’s cost of funds, and conversely, in a declining interest rate environment, if our 
Company’s cost of funds does not decline simultaneously or to the same extent as the yield on our 
Company’s interest-earning assets, our Company’s net interest income and net interest margin would be 
adversely impacted. Competition pressures may also require our Company to reduce the interest rates at 
which it lends to its customers without a proportionate reduction in interest rates at which it raises funds. 
Furthermore, certain of our Company’s customers may prepay their loans to take advantage of a 
declining interest rate environment. Similarly, an increase in interest rates could result in our Company’s 
customers, particularly those with variable interest rate loans, prepaying their loans if less expensive 
loans are available from other sources. In a declining interest rate environment, especially if the decline 
is sudden or sharp, our Company could be adversely affected by the decline in the market value of its 
fixed income securities and reduce its earnings from treasury operations. 

Accordingly, our Company’s operations are susceptible to fluctuations in interest rates. Interest rates are 
highly sensitive and volatility in interest rates could be a result of many factors, including the monetary 
policies of the RBI, de-regulation of the financial services sector in India, domestic and international 
economic and political conditions and inflation. An increase in inflation and consequent changes in bank 
rates, repo rates and reverse repo rates by the RBI have led to an increase in interest rates on loans 
provided by banks and financial institutions and consequently, interest rates in India have been volatile 
in recent financial periods. There can be no assurance that our Company will be able to adequately 
manage its interest rate risk in the future, which could have an adverse effect on income and margins, 
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which could in turn have a material adverse effect on our Company’s business, financial condition, cash 
flows and results of operations. 

3. Our top 20 borrowers have an exposure of 24.16% and 19.80% of our total exposure as on March 31, 

2018 and September 30, 2018, respectively. Our inability to maintain relationship with such customers 

or any default and non-payment in future or credit losses of our single borrower or group exposure 

where we have a substantial exposure could materially and adversely affect our business, future 

financial performance and results of operations.  

Our concentration of advances with our top 20 borrowers is 24.16% and 19.80% of our total Loan Book 
as per IGAAP as on March 31, 2018 and our total Loan Book as per Ind AS as at September 30, 2018, 
respectively. Our business and results of operations would be adversely affected if we are unable to 
maintain or further develop relationships with our significant customers. Our business and results of 
operations would majorly depend upon the timely repayment of the interest and principal from these 
large borrowers. We cannot assure you that we will not experience any delay in servicing of the loan or 
that we will be able to recover the interest and the principal amount of the loan. Any such delay or default 
will adversely affect our income from operation and thereby our profitability. In case we are unable to 
recover the complete the loan disbursed or any part of thereof, and the collateral is also not sufficient to 
recover our loan, our financial conditions and cash flows may be adversely affected. We are dedicated 
to earning and maintaining the trust and confidence of our customers, and we believe that the good 
reputation created thereby, and inherent in our brand name, is essential to our business. As such, any 
damage to our reputation could substantially impair our ability to maintain or grow our business. There 
can be no assurance that we will be able to maintain the historic levels of business from these customers 
or that we will be able to replace these customers in case we lose any of them. The loss of any significant 
customer could have a material adverse effect on our results of operations and cash flows. Moreover, 
failure to maintain sufficient credit assessment policies, particularly for small and medium enterprise 
borrowers, could adversely affect our credit portfolio, which could have a material and adverse effect on 
our results of operations and/ or financial condition and/or cash flows. 

4. Our Company is subject to supervision and regulation by the RBI, as an NBFC-ND-SI, and other 

regulatory authorities and changes in the RBI's regulations and other regulations, and the regulation 

governing our Company or the industry in which our Company operates could adversely affect its 

business. 

Our Company is regulated principally by the RBI and is subject to the RBI's guidelines on the regulation 
of the NBFC-ND-SIs, which includes, among other things, matters related to capital adequacy, exposure 
and other prudential norms. It also has reporting obligations to the RBI. The RBI also regulates the credit 
flow by banks to NBFC-ND-SIs and provides guidelines to commercial banks with respect to their 
investment and credit exposure norms for lending to the NBFC-ND-SIs. The RBIs regulation of NBFC-
ND-SIs may change in the future which may require our Company to restructure its activities, incur 
additional costs or could otherwise adversely affect its business,financial performance and cash flows. 
In order to provide enhanced control, existing rules and regulations have been modified, new rules and 
regulations have been enacted and reforms have been implemented. There can be no assurance that the 
RBI and/or the Government will not implement further regulations or policies, including legal 
interpretations of existing regulations, relating to or affecting interest rates, taxation, inflation or 
exchange controls, or otherwise take action, that may have an adverse impact on NBFC-ND-SIs. 

Our Company is also subject to corporate, taxation and other laws in force in India. These regulations 
are subject to frequent amendments and are dependent on government policy and there can be no 
assurance that any changes in the laws and regulations relating to the Indian financial services sector 
will not adversely impact our Company’s business and results of operations. As a result of high costs of 
compliance, our Company’s profitability may be affected. Further, if our Company is unable to comply 
with such regulatory requirements, its business and results of operations may be materially and adversely 
affected. 

5. Our Company’s inability to comply with observations made by the RBI or any adverse action by the 

RBI may have a material adverse effect on its business, financial condition, cash flows and results of 

operations.  

Inspection by the RBI is a regular exercise and is carried out periodically by the RBI for all NBFCs 
registered with it under the RBI Act. Our Company, being an NBFC-ND-SI, is subject to periodic 
inspection by the RBI under the provisions of the RBI Act, 1934 (the “RBI Act”), pursuant to which 
the RBI inspects the books of accounts of our Company and other records for the purpose of verifying 
the correctness or completeness of any statement, information or particulars furnished to the RBI or for 
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obtaining any information which our Company may have failed to furnish when being called upon to 
do so. The RBI in its earlier inspection report for the fiscal year ended March 31, 2017 made certain 
observations during the inspection which, among other things, included provisioning requirements in 
certain cases, appraisal process, branch audit and sought for certain information and clarifications. Our 
Company, vide its letters, has responded to the RBI concerning its observations and has provided 
information and clarifications sought by the RBI. The observations were pursuant to routine inspections 
of the RBI. Further, the RBI has conducted in its normal course the annual onsite inspection for the 
fiscal year ended March 31, 2018 and the final report from RBI is awaited. Any adverse action taken by 
the RBI pursuant to such inspections, or non-compliance by our Company with the RBI's observations, 
could materially and adversely affect our Company’s business, operations and cash flows.  

6. Our Company's inability to obtain, renew or maintain the statutory and regulatory permits and 

approvals which are required to operate its existing or future businesses may have a material adverse 

effect on its business, financial condition, cash flows and results of operations. 

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

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

7. Our Company may not be able to recover the full value of collateral or amounts which are sufficient 

to cover the outstanding amounts due under defaulted loans on a timely basis or at all and as a result, 

which could adversely affect its financial condition, cash flows and results of operations. 

Our Company’s Secured Loan Book was ` 238,180.55 million, ` 203,189.21 million, ` 140,109.67 
million and ` 117,561.21 million as at September 30, 2018, March 31, 2018, March 31, 2017 and March 
31, 2016, respectively, and represented 87.90 per cent, 92.32 per cent, 82.02 per cent and 96.60 per cent, 
respectively, of the aggregate gross value of our Company’s total Loan Book as per Ind AS and Loan 
Book as per IGAAP as of those dates. Our Company’s Unsecured Loan Book were ` 32,775.69 million, 
`16,892.02 million, ` 30,707.17 million and ` 4,142.00 million as at September 30, 2018, March 31, 
2018, March 31, 2017 and March 31, 2016, respectively, and represented 12.10 per cent, 7.68 per cent, 
17.98 per cent and 3.40 per cent, respectively, of the aggregate gross value of our Company’s total Loan 
Book as per Ind AS and Loan Book as per IGAAP as of those dates. The value of collaterals is dependent 
on various factors, including (i) prevailing market conditions, (ii) the general economic and political 
conditions in India, (iii) growth of the stock markets and real estate sector in India and the areas in which 
our Company operates, and (iv) any change in statutory and/or regulatory requirements.  

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

The value of the security provided by the borrowers to our Company may be subject to a reduction in 
value on account of various reasons. While our Company’s customers may provide alternative security 
to cover the shortfall, the realisable value of the security for the loans provided by our Company in the 
event of a liquidation may continue to be lower than the combined amount of the outstanding principal 
amount, interest and other amounts recoverable from the customers. 
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Any default in the repayment of the outstanding credit obligations by our Company’s customers may 
expose it to losses. A failure or delay to recover the loan value from sale of collateral security could 
expose our Company to potential losses. Any such losses could adversely affect our Company’s financial 
condition, cash flows and results of operations. Furthermore, the process of litigation to enforce our 
Company’s legal rights against defaulting customers in India is generally a slow and potentially 
expensive process. Accordingly, it may be difficult for our Company to recover amounts owed by 
defaulting customers in a timely manner or at all. 

8. Our Company extends margin funding loans or loans against securities to our Company’s clients and 

any default by a client coupled with a downturn in the stock markets could result in substantial losses 

for our Company. 

Our Company extends “loans against securities" or margin funding loans which constituted 29.71 % of 
our Company’s total Loan Book as per Ind AS as at September 30, 2018 and 21.00%, 27.03% and 9.97 
% of our Company’s total Loan Book as per IGAAP as at March 31, 2018, March 31, 2017 and March 
31, 2016, respectively. These loans are secured by liquid, marketable securities at an appropriate or pre-
determined margin levels. In the event of a volatile stock market or adverse movements in stock prices, 
the collateral which secures the loans may decrease significantly in value, which might result in losses 
which our Company may be unable to support. Customers could default on their obligations to our 
Company as a result of various factors including bankruptcy, lack of liquidity, lack of business and 
operational failure. As a result, it may be difficult to carry out a precise credit risk analysis on such 
clients. Although our Company uses a technology-based risk management system and follows strict 
internal risk management guidelines on portfolio monitoring, which include limits on the amount of 
margin, assessing the quality of collateral provided by the client and pre-determined margin call 
thresholds, there can be no assurance that in the event the financial markets witness a significant adverse 
event or a general downturn, our Company’s financial condition, cash flows and results of operations 
would not be adversely affected.  

9.  Our Company’s business requires substantial capital and any disruption in the sources of its funding 

or an increase in its average cost of borrowings could have a material adverse effect on its liquidity, 

financial condition and cash flows. 

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

Out of our Company’s total long term outstanding borrowing (including current maturity of secured long 
term debt) of ` 188,286.07 million as at September 30, 2018, an amount of ` 34,849.13 million will 
mature during the next twelve months, in comparison with that of ` 164,827.28 million, ` 119,598.59 
million and ̀  92,834.43 million as at March 31, 2018, March 31, 2017 and March 31, 2016, respectively, 
of which  ` 30,563.62 million, ` 27,665.04 million and ` 27,201.94 million as at March 31, 2018, March 
31, 2017 and March 31, 2016, respectively, will mature or has matured in the next respective fiscal years. 
In order to make these payments, our Company will either need to refinance this debt, which may prove 
to be difficult in the event of a volatility in the credit markets, or alternatively, raise equity capital or 
generate sufficient revenue to retire the debt. There can be no assurance that our Company’s business 
will generate sufficient cash to enable it to service its existing debt or to fund its other liquidity needs. 

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

10. Our Company’s significant indebtedness and the conditions and restrictions imposed by its financing 

arrangements could restrict its ability to conduct its business and operations in the manner our 

Company desires. 

As at September 30, 2018 March 31, 2018 and March 31, 2017, our Company had outstanding secured 
borrowings of ` 194,651.40 million, ` 185,041.71 million and ` 121,498.25 million, respectively 
(including long term borrowings, short term borrowings and debentures, term loans from banks but 
excluding interest accrued and due on secured loans included in other current liabilities). As at 
September 30, 2018, March 31, 2018 and March 31, 2017, our Company had outstanding unsecured 
borrowings of ` 66,780.98 million, ` 37,902.86 million and ` 56,913.32 million (including long term 
borrowings, short term borrowings and debentures and interest accrued and due on unsecured loans 
included in other current liabilities), respectively. Our Company will continue to incur additional 
indebtedness in the future. Most of our Company’s borrowings are secured by its business receivables. 

Certain of our Company’s financing agreements also include certain conditions and covenants that 
require it to maintain certain financial ratios, maintain certain credit ratings and obtain consents from 
lenders prior to carrying out certain activities and entering into certain transactions. Failure to meet these 
conditions or to obtain these consents could have significant consequences on our Company’s business 
and operations. Under certain of our Company’s financing agreements, our Company requires, but may 
be unable to obtain, consents from the relevant lenders for, among others, the following matters: to 
declare and/ or pay dividend to any of its shareholders whether equity or preference, during any financial 
year unless our Company has paid to the lender the dues payable by our Company in that year, to 
undertake or permit any merger, amalgamation or compromise with its shareholders, creditors or effect 
any scheme of amalgamation or reconstruction or disposal of whole of the undertaking, to create or 
permit any charges or lien, or dispose off any encumbered assets, to amend its Memorandum of 
Association and Articles of Association. These covenants vary depending on the requirements of the 
financial institution extending the loan and the conditions negotiated under each financing document. 
Such covenants may restrict or delay certain actions or initiatives that our Company may propose to take 
from time to time. Furthermore, our Company’s lenders may recall certain working capital loans availed 
by our Company at any time. For details relating to our Company’s borrowings, please see “Financial 

Indebtedness” on page 153.  

11. We are required to prepare our financial statements with effect from April 1, 2018 under the Ind AS. 

As Ind AS differs in various respects from Indian GAAP, our financial statements for the financial 

year 2019 may not be comparable to our historical financial statements.  

We were required to prepare our financial statements in accordance with Indian GAAP upto financial 
year ended March 2018. The Companies (Indian Accounting Standards) Rules, 2015 (“IAS Rules”), as 
amended by the Companies (Indian Accounting Standards) (Amendment) Rules, 2016, enacted Ind AS 
to converge with IFRS with few exceptions and exemptions. The IAS Rules provide that the financial 
statements of the companies to which they apply shall be prepared in accordance with IND (AS), 
although any company may voluntarily implement IND (AS) for the accounting period beginning from 
1 April 2015. All NBFCs having a net worth of more than ` 5,000 million are required to mandatorily 
adopt IND (AS) for the accounting period beginning from 1 April 2018 with comparatives for the period 
ending on 31 March 2018. 
While there is a possibility that these financial results for the period ended September 30, 2018 may 
require adjustments due to changes in financial reporting requirements arising from new standards, 
modifications to the existing standards, guidelines issued by the Ministry of Corporate Affairs or changes 
in the use of one or more optional exemptions from full retrospective application of certain Ind AS 
permitted under Ind AS 101 which may arise upon finalisation of the financial statements as at and for 
the year ending March 31, 2019, prepared under Ind AS. Certain very significant GAAP difference 
impact items in our financial statements are income from loans and advances, finance cost, provision on 
non-performing assets, deferred tax and recognition of securitization/ assignment transactions. For a 
summary of the significant qualitative differences between Indian GAAP and Ind AS as applicable to 
our Company, see “Summary of Significant Differences Between Indian GAAP and Ind AS” on page 
150. However, this summary may not contain all significant differences between Indian GAAP and Ind 
AS applicable to our Company and reliance by prospective investors on this summary should be limited. 
Accordingly, our financial statements for the period commencing from April 1, 2018 will not be 
comparable to our historical financial statements.  
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12.  The financing industry is becoming increasingly competitive and our Company’s growth will depend 

on its ability to compete effectively. 

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

13. We and certain of our Directors are involved in certain legal and other proceedings and there can be 

no assurance that we and our Directors will be successful in any of these legal actions. In the event 

we are unsuccessful in litigating any of the disputes, our business and results of operations may be 

adversely affected. 

We and certain of our Directors are involved in certain legal proceedings, including civil suits and tax 
disputes and criminal proceedings. These legal proceedings are pending at different levels of 
adjudication before various courts, authorities and tribunals. Certain of our Directors have been named 
as parties to criminal proceedings, which are currently pending. For further details in relation to legal 
proceedings inter alia involving our Company, our Promoter and certain of its Directors, see 
“Outstanding Litigation and Material Developments”. 

14. Our business requires raising substantial capital through borrowings and any disruption in funding 

sources would have a material adverse effect on our liquidity, financial condition and/or cash flows. 

Our liquidity and on-going profitability are, in large part, dependent upon our timely access to, and the 
costs associated with, raising capital. Our credit providers include nationalised banks, private Indian 
banks and foreign banks and we also rely on mutual funds and retail investors etc. Our business, 
therefore, depends and will continue to depend on our ability to access diversified funding sources. Our 
ability to raise funds on acceptable terms and at competitive rates continues to depend on various factors 
including our credit ratings, the regulatory environment and policy initiatives in India, developments in 
the international markets affecting the Indian economy, investors’ and/or lenders’ perception of demand 
for debt and equity securities of NBFCs and our current and future results of operations, financial 
condition and cash flows. Changes in economic and financial conditions or continuing lack of liquidity 
in the market could make it difficult for us to access funds at competitive rates. Any such disruption in 
our ability to access primary funding sources at competitive costs would have a material adverse effect 
on our liquidity, financial condition and/or cash flows. 

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

portfolio 

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

16. Our Company may not be able to successfully sustain its growth rate. Our Company’s inability to 

implement its growth strategy effectively could adversely affect its business and financial results. 

In recent years, our Company’s growth has been fairly substantial. The CAGR of the total Loan Book 
as per IGAAP of our Company was 37.84 %, from fiscal year 2014 to fiscal year 2018. Our Company’s 
growth strategy includes growing our Company’s secured lending and expanding our Company’s retail 
customer base. There can be no assurance that our Company will be able to sustain its growth plan 



25 | 292 

successfully or that our Company will be able to expand further or diversify its portfolio of products. A 
principal component of our Company’s strategy is to continue diversifying the development of its new 
portfolio of products to suit customers' needs. This growth strategy will place significant demands on 
our Company’s management, financial and other resources and will require our Company to 
continuously develop and improve its operational, financial and internal controls. Continuous expansion 
increases the challenges involved in financial management, recruitment, training and retaining high 
quality human resources, preserving our Company’s culture, values and entrepreneurial environment as 
well as developing and improving our Company’s internal administrative infrastructure. Our Company 
also faces a number of operational risks in executing its growth strategy. While our Company previously 
experienced rapid growth in its structured collateralised debt portfolio and retail mortgages - loans 
against property businesses, this exposes our Company to a wide range of increased risks, including 
business and operational risks, such as the possibility of increased NPAs, fraud risks as well as regulatory 
and legal risks. 

Our Company’s ability to sustain its rate of growth also depends, to a large extent, upon its ability to 
recruit trained and efficient personnel, retain key managerial personnel, maintain effective risk 
management policies, continue to offer products which are relevant to its target base of clients, develop 
managerial experience to address emerging challenges and ensure a high standard of client service. Our 
Company will need to recruit new employees, who will have to be trained and integrated into our 
Company’s operations. Our Company will also have to train existing employees to adhere properly to 
internal controls and risk management procedures. Failure to train our Company’s employees properly 
may result in an increase in employee attrition rate, a need to hire additional employees, an erosion in 
the quality of customer service, a diversion of the management's resources, an increase in our Company’s 
exposure to high-risk credit and an increase in costs for our Company. If our Company grows its Loan 
Book as per Ind AS too rapidly or fails to make proper assessments of credit risks associated with new 
customers, a higher percentage of our Company’s loans may become non-performing, which would have 
a negative impact on the quality of our Company’s assets, its financial condition and cash flows. Our 
Company’s inability to manage such growth could disrupt its business prospects, impact its financial 
condition and adversely affect its results of operations including its cash flows. 

17. Our Company’s growth will depend on our Company’s continued ability to access funds at competitive 

rates which is dependent on a number of factors including our Company’s ability to maintain its credit 

ratings. 

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

As an NBFC, our Company also faces certain restrictions on its ability to raise money from international 
markets which may further constrain its ability to raise funds at attractive rates. While our Company’s 
borrowing costs have been competitive in the past due to its ability to raise debt products, credit rating 
and our Company’s asset portfolio, our Company may not be able to offer similar competitive interest 
rates for its loans if our Company is unable to access funds at an effective cost that is comparable to or 
lower than its competitors. This may adversely impact our Company’s business and results of operations. 

 

 



26 | 292 

18. Any change in control of our Promoter or our Company or any other factor affecting the business 

and reputation of our Promoter may have a concurrent adverse effect on our Company’s reputation, 

business and results of operations and may correspondingly adversely affect our goodwill, operations 

and profitability.  

As on the date of this Draft Shelf Prospectus, our Promoter, along with its subsidiaries, hold 100 % of 
our paid up share capital. Our Company is dependent on the goodwill and brand name of the Edelweiss 

Group. Our Company believes that this goodwill contributes significantly to its business. We operate in 
a competitive environment, and we believe that our brand recognition is a significant competitive 
advantage to us. There can be no assurance that the "Edelweiss" brand, which our Company believes is 
a well recognised brand in India, will not be adversely affected in the future by events or actions that are 
beyond our Company’s control, including customer complaints, developments in other businesses that 
use this brand or adverse publicity from any other source. 

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

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

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

19. Our ability to borrow from various banks may be restricted on account of guidelines issued by the 

RBI imposing restrictions on banks in relation to their exposure to NBFCs which could have an 

impact on our business and could affect our growth, margins and business operations. 

The RBI vide its Notification (No. RBI/2006-07/205/DBOD.No. FSD.BC.46 / 24.01.028 /2006-07) 
dated December 12, 2006 has amended the regulatory framework governing banks to address concerns 
arising from divergent regulatory requirements for banks and NBFCs. This Notification reduces the 
exposure (both lending and investment, including off balance sheet exposures) of a bank to NBFCs like 
us. Accordingly, banks exposure limits on any NBFC are reduced from the 25% of the banks’ capital 
funds to 10% of its capital funds. Furthermore, RBI has suggested that banks may consider fixing internal 
limits for their aggregate exposure to all NBFCs combined. This Notification limits a bank’s exposure 
to NBFCs which consequently restricts our ability to borrow from banks.  

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

20. Our Company may face asset-liability mismatches which could affect its liquidity and consequently 

may adversely affect our Company’s operations and profitability. 

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

We regularly monitor our funding levels to ensure we are able to satisfy the requirement for loan 
disbursements and maturity of our liabilities. As is typical for NBFCs, we maintain diverse sources of 
funding and liquid assets to facilitate flexibility in meeting our liquidity requirements. Liquidity is 
provided principally by long-term borrowings from banks and mutual funds, short and long-term general 
financing through the domestic debt markets and retained earnings, proceeds from securitization and 
equity issuances.  
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Our liquidity position may be adversely affected and we may be required to pay higher interest rates in 
order to meet our liquidity requirements in the future, which could have a material adverse effect on our 
business and financial results. 

21. As at September 30, 2018, wholesale mortgage financing and retail mortgages-loans against 

property amounted to `̀̀̀ 88,978.44 million and ` 24,416.90 million, respectively, and constituted 

32.84%, and 9.01%, respectively, of our Company’s Loan Book as per Ind AS.  

Further, as at March 31, 2018, wholesale mortgage financing and retail mortgages-loans against 

property amounted to `̀̀̀    78,031.78 million and `̀̀̀    14,687.55 million, respectively, and constituted 

35.46%, and 6.67%, respectively, of our Company’s Loan Book as per IGAAP.  

Any adverse development in the real estate sector would adversely affect the Company’s results of 

operations.  

Retail mortgages - loans against property constituted a significant portion of our Company’s total loans. 
As at September 30, 2018, our Company’s total Loan Book as per Ind AS was ` 270,956.24 million. 
Wholesale mortgage financing and retail mortgages - loans against property constituted 32.84%, and 
9.01%, respectively, of our Company’s total Loan Book as per Ind AS as at September 30, 2018  

As at March 31, 2018, our Company’s total Loan Book as per IGAAP was ` 220,081.23 million. 
Wholesale mortgage financing and retail mortgages - loans against property constituted 35.46%, and 
6.67%, respectively, of our Company’s total Loan Book as per IGAAP as at March 31, 2018. 

In addition, a significant portion of our Company’s secured lending to SMEs is also secured by collateral 
in the form of real estate properties. The demand for these loan products is generally affected by 
developments in the real estate sector. Any decline in conditions of the real estate markets could have 
an adverse impact on our Company’s financial condition, cash flows and results of operations. Further, 
deterioration in the housing and property market may result in reversing the growth of our Company’s 
Loan Book as per Ind AS, which in turn could result in a material adverse effect on its business, financial 
condition, cash flows and results of operations. 

Further, as the underlying security on these loans is primarily mortgages or other form of security over 
the customers' other residential or commercial property, a significant portion of our Company’s Loan 
Book as per Ind AS is exposed to events affecting the real estate sector. In the event of a significant 
decline in property prices or a defect in the title of the property, our Company may not be able to realise 
the value of the collateral or recover its principal and interest in the event of a default. Also, if any of the 
projects which form part of the collateral are delayed for any reason, it may affect our Company’s ability 
to enforce the security, thereby effectively diminishing the value of such security. There can be no 
assurance that our Company will be able to foreclose on collateral on a timely basis, or at all, and if it is 
able to foreclose on the collateral, that the value will be sufficient to cover the outstanding amounts owed 
to our Company which may result in a material adverse effect on its business, results of operations, 
financial condition and cash flows. 

22. Our Company’s inability to recover the amounts due from customers to whom it has provided 

unsecured loans in a timely manner, or at all, and its customers failure to comply with applicable 

statutory or regulatory requirements in relation to such loans could adversely affect our Company’s 

operations and profitability. 

Our Company’s Loan Book as per Ind AS, as on September 30, 2018, includes secured and unsecured 
loans under its SME working capital loans portfolio which constitutes 4.97% of it. Our Company’s Loan 
Book as per IGAAP, as on March 31, 2018, includes secured and unsecured loans under its SME working 
capital loans portfolio which constitutes 7.70% of it. Since some of these loans are unsecured, in the 
event of defaults by such customers, our Company’s ability to realise the amounts due to it from the 
loans would be restricted to initiating legal proceedings for recovery as our Company will not have the 
benefit of enforcing any security interest. There can be no guarantee as to the length of time it could take 
to conclude such legal proceedings or for the legal proceedings to result in a favourable decision for our 
Company. Furthermore, our Company's structured collateralised credit products generally do not contain 
restrictions on the purpose for which the loans are given. As a result, its customer may utilise such loans 
for various purposes which are often incapable of being monitored on a regular basis, or at all. 

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

Our Company’s capital adequacy ratio computed on the basis of the applicable RBI norms was 15.87%, 
17.09%, 16.14% and 16.56%, as at September 30, 2018 March 31, 2018, March 31, 2017 and March 31, 
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2016, respectively, with Tier I Capital comprising 11.45%, 11.82%, 11.35% and 11.34%, as at 
September 30, 2018, March 31, 2018, March 31, 2017 and March 31, 2016, respectively. The Tier II 
Capital comprises of 4.42%, 5.27%, 4.79% and 5.22% as at September 30, 2018, March 31, 2018, March 
31, 2017 and March 31, 2016, respectively. If our Company continues to grow its Loan Book as per Ind 
AS and asset base, it will be required to raise additional Tier I and Tier II Capital in order to continue to 
meet applicable capital adequacy ratios with respect to its business. There can be no assurance that our 
Company will be able to raise adequate additional capital in the future on terms favourable to our 
Company, in a timely manner, or at all and this may adversely affect the growth of our Company’s 
business.  

24. Our contingent liabilities could adversely affect our financial condition and cash flows.  

As per the Reformatted Standalone Financial Information of our Company for year ended March 31, 
2018, we had certain contingent liabilities not provided for as per AS 29 issued by ICAI, amounting to 
` 111.98 million. The contingent liability amounts disclosed in our Reformatted Standalone Financial 
Information represent estimates and assumptions of our management based on advice received. If, for 
any reason, these contingent liabilities materialize, it may adversely affect our financial condition and 
cash flows. For further details, please refer to section titled “Statement of Contingent liability” in the 
chapter “Financial Information” beginning on page 149.   

25. We introduce new products for our customers and there is no assurance that our new products will 

be profitable in the future.  

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

26. The new bankruptcy code in India may affect our rights to recover loans from borrowers. 

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

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

In case a liquidation process is opted for, the Bankruptcy Code provides for a fixed order of priority in 
which proceeds from the sale of the debtor’s assets are to be distributed. Before sale proceeds are 
distributed to a secured creditor, they are to be distributed for the costs of the insolvency resolution and 
liquidation processes, debts owed to workmen and other employees, and debts owed to unsecured 
credits. Further, under this process, dues owed to the Central and State Governments rank at par with 
those owed to secured creditors. Moreover, other secured creditors may decide to opt out of the process, 
in which case they are permitted to realise their security interests in priority. 

Further, since home owners of residential projects undergoing construction have now been given the 
status of a financial creditor, they may therefore initiate corporate insolvency resolution process against 
the developers. This may thereby hinder loan repayments in respect of real estate projects funded by us. 

Accordingly, if the provisions of the Bankruptcy Code are invoked against any of the borrowers of our 
Company, it may affect our Company’s ability to recover our loans from the borrowers and enforcement 
of our Company’s rights will be subject to the Bankruptcy Code. 
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27. Our Company’s success depends, to a large extent, upon its management team and key personnel and 

its ability to attract, train and retain such persons. Our Company’s inability to attract and retain 

talented professionals or the loss of key management personnel may have an adverse impact on its 

business and future financial performance. 

Our Company’s ability to sustain the rate of growth depends significantly on selecting and retaining key 
managerial personnel, developing managerial experience to address emerging challenges and ensuring 
a high standard of client service. Our Company faces a continuing challenge to recruit, adequately 
compensate and retain a sufficient number of suitably skilled personnel, knowledgeable in sectors to 
which it lends. There is significant competition in India for such personnel, which has increased in recent 
years as a significant number of banks, NBFCs and housing finance companies (“HFCs”) have recently 
commenced operations. If our Company is unable to hire additional qualified personnel or to retain them, 
our Company’s ability to expand its business may be impaired. Our Company will need to recruit new 
employees who will have to be trained and integrated within our Company’s operations. In addition, our 
Company will have to train existing employees to adhere to internal controls and risk management 
procedures. Failure to train and motivate its employees properly may result in an increase in employee 
attrition rate, a requirement to hire additional employees, an erosion of the quality of customer service, 
a diversion in the management's resources, an increase in its exposure to high-risk credit and an increase 
in costs for our Company. Hiring and retaining qualified and skilled managers are critical to our 
Company’s future as its business model depends on its credit-appraisal and asset valuation mechanism 
which are personnel-driven. Moreover, competition for experienced employees can be intense, and has 
intensified in the recent financial periods. While our Company has an incentive structure, our Company’s 
inability to attract and retain talented professionals or the loss of key management personnel may have 
an adverse impact on our Company’s business and future financial performance. 

28. A failure or inadequacy in our Company’s information technology and telecommunication systems 

or its inability to adapt to rapid technological changes may adversely affect its business, results of 

operation, financial condition and cash flows. 

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

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

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

29. Our Company is exposed to operational risks, including employee negligence, petty theft, burglary 

and embezzlement and fraud by employees, agents, customers or third parties, which could harm our 

Company’s results of operations and financial position. 

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

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

30. Our Company’s insurance coverage may not adequately protect our Company against losses which 

could adversely affect our Company’s business, financial condition, cash flows and results of 

operations. 

Our Company maintains insurance coverage that our Company believes is adequate for its operations. 
Our Company’s insurance policies, however, may not provide adequate coverage in certain 
circumstances and are subject to certain deductibles, exclusions and limits on coverage. Our Company 
maintains general insurance for burglary, electronic equipment, machinery breakdown, directors’ and 
officers’ liability and comprehensive general liability insurance. However, our Company cannot assure 
you that the terms of its insurance policies will be adequate to cover any damage or loss suffered by our 
Company or that such coverage will continue to be available on reasonable terms or will be available in 
sufficient amounts to cover one or more large claims, or that the insurer will not disclaim coverage as to 
any future claim. Any successful assertion of one or more large claims against our Company that exceeds 
our Company’s available insurance coverage or changes in our Company’s insurance policies, including 
any increase in premium or any imposition of larger deductibles or co-insurance requirements could 
adversely affect our Company’s business, financial condition, cash flows and results of operations. 

31. Our Company’s ability to assess, monitor and manage risks inherent in our Company’s business 

differs from the standards of some of its counterparts. 

Our Company is exposed to a variety of risks, including liquidity risk, interest rate risk, credit risk, 
operational risk and legal risk. The effectiveness of our Company's risk management is limited by the 
quality and timeliness of available data. Our Company's hedging strategies and other risk management 
techniques may not be fully effective in mitigating its risks in all types of market environments or against 
all types of risk, including risks that are unidentified or unanticipated. Some methods of managing risks 
are derived from the observation of historical market behaviour. As a result, these methods may not 
predict future risk exposures, which could be greater than the indication based on historical measures. 
Other risk management methods depend on an evaluation of information regarding markets, customers 
or other matters. This information may not be accurate, complete, up-to-date or properly evaluated. The 
management of operational, legal or regulatory risk requires, among other things, proper policies and 
procedures to record and verify a number of transactions and events. Although our Company has 
established these policies and procedures, they may not be fully effective. 

Our Company's future success will depend, in part, on our Company's ability to respond to new 
technological advances and emerging market standards and practices in a cost-effective and timely 



31 | 292 

manner. The development and implementation of such technology entails significant technical and 
business risks. There can be no assurance that our Company will be able to successfully implement new 
technologies or adapt its transaction processing systems in accordance with the requirements of 
customers or emerging market standards. 

32. Our Company’s business is dependent on relationships established through its branches with its 

clients. Any events that harm these relationships including closure of branches or the loss of our 

Company’s key personnel or employees may lead to a decline in our Company’s revenue and profits. 

Further, our Company’s results of operations could be adversely affected in the event of any disputes 

with its employees. 

Our Company’s business is dependent on the key personnel and employees who directly manage client 
relationships. Our Company encourages dedicated personnel to service specific clients since our 
Company believes that this leads to long-term client relationships, a trust based business environment 
and over time, better cross-selling opportunities. While no key personnel or employees contribute a 
significant percentage of the business, the business may suffer materially if a substantial number of them 
either becomes ineffective or leaves the organisation. As a result, there may be an adverse effect on our 
Company's business and profits. 

As at March 31, 2018, our Company employed 698 full-time employees. Currently, none of our 
Company’s employees are members of any labour union. While our Company believes that our 
Company maintains good relationships with its employees, there can be no assurance that our Company 
will not experience future disruptions to its operations due to disputes or other problems with its work 
force which may adversely affect our Company’s business and results of operations. 

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

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

34. Our Company’s reliance on any misleading or misrepresented information provided by potential 

customers or counterparties or an inaccurate credit appraisal by our Company’s employees may affect 

its credit judgments, as well as the value of and title to the collateral, which may adversely affect its 

reputation, business and results of operations. 

In deciding whether to extend credit or enter into other transactions with customers and counterparties, 
our Company may rely on information furnished to it by or on behalf of customers and counterparties, 
including financial statements and other financial information. Our Company may also rely on certain 
representations in relation to the accuracy and completeness of that information as well as independent 
valuation reports and title reports with respect to the collateral. In addition, our Company may rely on 
reports of the independent auditors in relation to the financial statements. For example, in deciding 
whether to extend credit, our Company may assume that a customer's audited financial statements 
conform to GAAP and the financial condition, results of operations and cash flows of the customer are 
presented fairly in all material respects. Our Company’s financial condition, cash flows and results of 
operations may be adversely affected by relying on financial statements that do not comply with GAAP 
or other information that may be materially misleading. Moreover, our Company has implemented Know 
Your Customer (“KYC”) checklist and other measures to prevent money laundering. There can be no 
assurance that information furnished to our Company by potential customers and any analysis of such 
information or the independent checks and searches will return accurate results, and our Company’s 
reliance on such information may affect its judgement of the potential customers' credit worthiness, as 
well as the value of and title to the collateral, which may result in our Company having to bear the risk 
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of loss associated with such misrepresentations. In the event of the ineffectiveness of these systems, our 
Company’s reputation, business and results of operations may be adversely affected. 

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

35. Our Company may not be able to detect money-laundering and other illegal or improper activities 

fully or on a timely basis, which could expose it to additional liability and harm its business or 

reputation. 

Our Company is required to comply with applicable anti-money-laundering and anti-terrorism laws and 
other regulations in India. Our Company, in the course of its operations, runs the risk of failing to comply 
with the prescribed KYC procedures and the consequent risk of fraud and money laundering by dishonest 
customers despite putting in place systems and controls customary in India to prevent the occurrence of 
these risks. Although our Company believes that it has adequate internal policies, processes and controls 
in place to prevent and detect any AML activity and ensure KYC compliance, there can be no assurance 
that our Company will be able to fully control instances of any potential or attempted violation by other 
parties and may accordingly be subject to regulatory actions including imposition of fines and other 
penalties. Our Company, in certain of its activities and in pursuit of its business, runs the risk of 
inadvertently offering its financial products and services ignoring customer suitability and 
appropriateness despite having a KYC and Anti-Money Laundering measures and associated processes 
in place. Such incidents may adversely affect our Company’s business and reputation. 

36. Our Company is exposed to fluctuations in the market values of its investment and other asset 

portfolio. 

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

37. Our Company may experience difficulties in expanding its business into new regions and markets in 

India and introducing its complete range of products in each of its branches. 

Our Company continues to evaluate attractive growth opportunities to expand its business into new 
regions and markets in India. Factors such as competition, culture, regulatory regimes, business practices 
and customs and customer requirements in these new markets may differ from those in our Company’s 
current markets and our Company 's experience in its current markets may not be applicable to these 
new markets. In addition, as our Company enters new markets and geographical regions, our Company 
is likely to compete with other banks and financial institutions that already have a presence in those 
jurisdictions and markets. As these banks and financial institutions are more familiar with local 
regulations, business practices and customs, they may have developed stronger relationships with 
customers. 

Our Company’s business may be exposed to various additional challenges including obtaining the 
necessary governmental approvals, identifying and collaborating with local business and partners with 
whom our Company may have no previous working relationship, successfully gauging market 
conditions in the local markets in which our Company has no previous familiarity, attracting potential 
customers in a market in which our Company does not have significant experience or visibility, being 
susceptible to local taxation in additional geographical areas in India and adapting our Company’s 
marketing strategy and operations to the different regions of India in which different languages are 
spoken. Our Company’s inability to expand its current operations may adversely affect its business 
prospects, financial conditions, cash flows and results of operations. 

38. The SMEs to which our Company provides loans may not perform as expected and our Company may 

not be able to control the non-performance of such businesses. 

Our Company provides loans to select growing SMEs which obtain loans against their assets and profits 
made by them. Our Company does not manage, operate or control such businesses or entities. Further, 
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our Company has no control over those businesses' functions or operations. As a result, such businesses 
may make business, financial or management decisions which our Company does not agree or the 
majority shareholders or the management of such companies may make business, financial or 
management decisions that may be adverse to, or otherwise act in a manner that does not serve, our 
Company’s best interests. The repayment of the loans extended to such businesses will depend to a 
significant extent on the specific management team of the relevant borrower entity. The actions taken 
by the management of our Company’s customers may lead to significant losses and affect their ability 
to repay our Company’s loans. Consequently, this may adversely affect our Company’s financial 
performance and cash flows. 

39. Our Company is dependent on the Edelweiss Group’s goodwill and brand name. Any change in 

control of the Edelweiss Group or our Company or any other factor affecting the business and 

reputation of the Edelweiss Group may have a concurrent adverse effect on our Company’s 

reputation, business and results of operations. 

As at the date of this Draft Shelf Prospectus, the Edelweiss Group, held 100%, of our Company’s paid 
up share capital. If the Edelweiss Group ceases to exercise majority control over our Company as a result 
of any transfer of shares or otherwise, our Company’s business and results of operations could be 
adversely affected. Any disassociation of our Company from the Edelweiss Group and/or our 
Company’s inability to have access to the infrastructure provided by other companies in the Edelweiss 
Group could adversely affect our Company’s ability to attract customers and to expand our Company's 
business, which in turn could adversely affect our Company’s goodwill, operations and profitability. 
Our Company is also dependent on the goodwill and brand name of the Edelweiss Group. Our Company 
believes that this goodwill contributes significantly to its business. There can be no assurance that the 
“Edelweiss” brand, which our Company believes is a well recognised brand in India, will not be 
adversely affected in the future by events or actions that are beyond our Company’s control, including 
customer complaints, developments in other businesses that use this brand or adverse publicity from any 
other source. In the event Edelweiss Group is unable to maintain the quality of its services or its goodwill 
deteriorates, our Company’s business and results of operations may be adversely affected. 

We have applied for certain registrations in connection with the protection of our trademarks, which are 
currently pending. The registration of any intellectual property right is a time-consuming process, and 
there can be no assurance that any such registration will be granted. Unless our trademarks are registered, 
we may only get passing off relief, in case of infringement of our Trademarks, which could materially 
and adversely affect our brand image, goodwill and business.  

Our Company operates in a competitive environment and our Company believes that the EFSL's brand 
recognition is a significant competitive advantage for it. The logo of our Company is not registered. Any 
failure to retain our Company’s name may deprive our Company of the associated brand equity that it 
has developed which may have a material adverse effect on our Company’s business and results of 
operations. 

40. Our Company has entered into related party transactions and may continue to enter into related party 

transactions which may involve conflict of interest.   

 

Our Company has entered into related party transactions, within the meaning of AS 18 as issued by the 
Companies (Accounting Standards) Rules, 2006 as amended from time to time and Ind AS 24 issued by 
the Companies (Indian Accounting Standards) Rules, 2015, as amended from time to time. Such 
transactions may potentially give rise to current or potential conflicts of interest with respect to dealings 
between our Company and such related parties. While our Company believes that all related party 
transactions entered into are conducted on an arms' length basis and in the ordinary course of business, 
there can be no assurance that it could not have achieved more favourable terms if such transactions had 
not been entered into with related parties. Additionally, there can be no assurance that any dispute that 
may arise between our Company and related parties will be resolved in our Company’s favour. For 
details, see “Related Party Transactions” on page 148.  
 

41. Our Company’s Promoter, Directors and related entities have interests in a number of entities which 

are in businesses similar to our Company’s business and this may result in potential conflicts of 

interest with our Company. 

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

42. Significant differences exist between Indian GAAP used to prepare our Company’s financial 

statements and other accounting principles, such as IFRS, with which investors may be more familiar. 

Further, our Company will be subject to a number of new accounting standards as part of its 

transition to IND (AS) that may significantly impact its financial statements in future reporting 

periods.  

Our Company’s Reformatted Financial Information upto and for the year ended March 31, 2018 included 
in this Draft Shelf Prospectus are derived from the financial statements prepared in conformity with 
Indian GAAP. Indian GAAP differs in certain significant respects from IFRS and other accounting 
principles and standards. The significant accounting policies applied in the preparation of Reformatted 
Financial Information are set forth on page 149. Prospective investors should review the accounting 
policies and "Summary of Significant Differences between Indian GAAP and Ind As” and consult their 
own professional advisers for an understanding of the differences between these accounting principles 
and those with which they may be more familiar. Accordingly, the degree to which the financial 
statements included in this Draft Shelf Prospectus will provide meaningful information is entirely 
dependent on the investor's level of familiarity with Indian accounting practices. Any reliance by persons 
not familiar with Indian accounting practices on the financial disclosures presented in this Draft Shelf 
Prospectus should accordingly be limited. 

The Companies (Indian Accounting Standards) Rules, 2015 (“IAS Rules”), as amended by the 
Companies (Indian Accounting Standards) (Amendment) Rules, 2016, enacted Ind AS to converge with 
IFRS with few exceptions and exemptions. The IAS Rules provide that the financial statements of the 
companies to which they apply shall be prepared in accordance with IND (AS), although any company 
may voluntarily implement IND (AS) for the accounting period beginning from 1 April 2015. All NBFCs 
having a net worth of more than ` 5,000 million are required to mandatorily adopt IND (AS) for the 
accounting period beginning from 1 April 2018 with comparatives for the period ending on 31 March 
2018. 

As per above we are required to prepare our financial statements in accordance with Ind AS with effect 
from April 1, 2018 with comparatives for prior periods. While there is a possibility that these financial 
results for the period ended September 30, 2018 may require adjustments due to changes in financial 
reporting requirements arising from new standards, modifications to the existing standards, guidelines 
issued by the Ministry of Corporate Affairs or changes in the use of one or more optional exemptions 
from full retrospective application of certain Ind AS permitted under Ind AS 101 which may arise upon 
finalisation of the financial statements as at and for the year ending March 31, 2019, prepared under Ind 
AS. Certain very significant GAAP difference impact items in our financial statements are income from 
loans and advances, finance cost, provision on non-performing assets, deferred tax and recognition of 
securitization/ assignment transactions. For a summary of the significant qualitative differences between 
Indian GAAP and Ind AS as applicable to our Company, see “Summary of Significant Differences 
Between Indian GAAP and Ind AS” on page 150.  
 
However, this summary may not contain all the differences between Indian GAAP and Ind AS applicable 
to our Company and reliance by prospective investors on this summary should be limited. Accordingly, 
our financial statements for the period commencing from April 1, 2018 will not be comparable to our 
historical financial statements.  

43.  Certain facts and statistics are derived from publications not independently verified by our Company, 

the Lead Managers or their respective advisors. 

The information in the section titled "Industry Overview" of this Draft Shelf Prospectus has been derived 
from the report titled "CRISIL Research – Assessment of various financial products dated February 
2018", (the “Report”) provided by CRISIL Research (a division of CRISIL Limited). While our 
Company has taken reasonable care to ensure that the facts and statistics presented are accurately 
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reproduced from such sources, they have not been independently verified by our Company, the Lead 
Managers or their respective advisors and, therefore, they make no representation as to the accuracy of 
such facts and statistics, which may not be consistent with other information compiled within or outside 
India. Due to possibly flawed or ineffective calculation and collection methods and other problems, the 
facts and statistics in this Draft Shelf Prospectus may be inaccurate or may not be comparable to facts 
and statistics produced for other economies and should not be unduly relied upon. Further, there can be 
no assurance that they are stated or compiled on the same basis or with the same degree of accuracy as 
may be the case elsewhere. 

44. We do not own the premises where our branch offices are located and in the event our rights over the 

properties is not renewed or is revoked or is renewed on terms less favourable to us, our business 

activities may be disrupted. 

At present we do not own the premises of any of our branch offices. All such non-owned properties are 
leased or licensed to us. If the owners of these properties do not renew the agreements under which we 
occupy the premises or only agree to renew such agreements on terms and conditions that are 
unacceptable to us, or if the owners of such premises withdraw their consent to our occupancy, our 
operations may suffer a disruption. We may be unable to locate suitable alternate facilities on favorable 
terms, or at all, and this may have a material adverse effect on our business, results of operations, 
financial condition and cash flows. 

45. Security provided for the Issue may not be enforceable if the security provided for the Issue is 

classified as ‘Assets’ under the IT Act and will be void as against any claim in respect of any tax or 

any other sum payable by our Company. 

We have certain proceedings pending under the IT Act before the Income Tax Appellate Tribunal. Under 
section 281 of the IT Act and circular bearing number 04/2011 dated July19, 2011, our Company is 
required to obtain prior consent of the assessing officer to create the security provided for the Issue to 
the extent classified as assets under section 281 of the IT Act, during the pendency of such proceedings. 
We have made an application to the relevant assessing officer seeking such prior consent on November 
13, 2018 and have received acknowledgment in relation to the same. In the event that such consent is 
revoked, the security provided for the Issue to the extent classified as ‘Assets’ under section 281 of the 
IT Act will be void as against any claim in respect of any tax or any other sum payable by our Company, 
including as a result of the completion of these proceedings.  

46. We rely on direct selling agents (DSAs) to sell our products across the country. These DSAs may not 

perform their obligations satisfactorily or in compliance with law or may be part of 

unlawful/unethical behavior which may adversely affect the business and reputation of our Company.  

We enter into direct selling arrangements with DSAs for the purpose of marketing and selling our 
products across India. Although adequate due diligence is conducted before entering into any DSA 
arrangement with any person, we cannot guarantee that there shall be no disruptions in the provision of 
their services to our Company or that these DSAs will adhere to their contractual obligations. If there is 
a disruption in the services of these DSAs, or if the DSAs discontinue their service agreement with us, 
our business, financial condition, cash flows and results of operations will be adversely affected. In case 
of any dispute between our Company and the DSAs, we cannot assure you that the terms of the 
agreements/arrangements entered into with the DSAs will not be breached, which may result in litigation 
costs. Such additional cost, in addition to the cost of entering into agreements with other DSAs, may 
materially and adversely affect our business, financial condition, cash flows and results of operations. 
Further, our DSAs or the personnel they employ may be engaged in unethical or unlawful behaviour or 
they may misrepresent or mis-sell our products and services. Due to this, we may also suffer from 
reputational and legal risks and these actions may materially and adversely affect our business, financial 
condition, cash flows and results of operations.  

47. We may be required to bear additional tax liability for previous assessment years, which could 

adversely affect our financial condition and cash flows.  

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

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

48.  Our lending operations involve cash collection which may be susceptible to loss or misappropriation 

or fraud by our employees. This may adversely affect our business, operations and ability to recruit 

and retain employees. 

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

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

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

compliance with law.  

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

B. Risks pertaining to this Issue 

1. If we do not generate adequate profits, we may not be able to maintain an adequate DRR for the NCDs 

issued pursuant to this Draft Shelf Prospectus, which may have a bearing on the timely redemption 

of the NCDs by our Company. 

Regulation 16 of the SEBI Debt Regulations and Section 71 of the Companies Act 2013 states that any 
company that intends to issue debentures must create a Debenture Redemption Reserve out of the profits 
of our company available for payment of dividend until the redemption of the debentures. Further, the 
Companies (Share Capital and Debentures) Rules, 2014 states that the Company shall create Debenture 
Redemption Reserve and ‘the adequacy’ of DRR will be 25% of the outstanding value of debentures 
issued through public issue as per present SEBI Debt Regulations. Accordingly, if we are unable to 
generate adequate profits, the DRR created by us may not be adequate to meet 25% of the value of the 
outstanding NCDs. Further, every company required to create Debenture Redemption Reserve shall on 
or before the 30th day of April in each year, invest or deposit, as the case may be, a sum which shall not 
be less than fifteen percent, of the amount of its debentures maturing during the year ending on the 31st 
day of March of the next year, in any one or more of the following methods, namely:(i) in deposits with 
any scheduled bank, free from any charge or lien;(ii) in unencumbered securities of the Central 
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Government or of any State Government; (iii) in unencumbered securities mentioned in sub-clauses (a) 
to (d) and (ee) of Section 20 of the Indian Trusts Act, 1882; (iv) in unencumbered bonds issued by any 
other company which is notified under sub-clause (f) of Section 20 of the Indian Trusts Act, 1882; (v) 
the amount invested or deposited as above shall not be used for any purpose other than for redemption 
of debentures maturing during the year referred above, provided that the amount remaining invested or 
deposited, as the case may be, shall not at any time fall below fifteen percent of the amount of the 
debentures maturing during the year ending on the 31st day of March of that year. If we do not generate 
adequate profits, we may not be able to maintain adequate DRR for the NCDs issued pursuant to this 
Draft Shelf Prospectus, which may have a bearing on the timely redemption of the NCDs by our 
Company. 

2. Changes in interest rates may affect the price of our NCDs. 

All securities where a fixed rate of interest is offered, such as our NCDs, are subject to price risk. The 
price of such securities will vary inversely with changes in prevailing interest rates, i.e. when interest 
rates rise, prices of fixed income securities tend to fall and when interest rates drop, the prices tend to 
increase. The extent of fall or rise in the prices is a function of the existing coupon, days to maturity and 
the increase or decrease in the level of prevailing interest rates. Increased rates of interest, which 
frequently accompany inflation and/or a growing economy, are likely to have a negative effect on the 
price of our NCDs. 

3. You may not be able to recover, on a timely basis or at all, the full value of the outstanding amounts 

and/or the interest accrued thereon in connection with the NCDs. 

Our ability to pay interest accrued on the NCDs and/or the principal amount outstanding from time to 
time in connection therewith would be subject to various factors inter-alia including our financial 
condition, cash flows, profitability and the general economic conditions in India and in the global 
financial markets. We cannot assure you that we would be able to repay the principal amount outstanding 
from time to time on the NCDs and/or the interest accrued thereon in a timely manner or at all. Although 
our Company will create appropriate security in favour of the Debenture Trustee for the NCD holders 
on the assets adequate to ensure 100.00% asset cover for the NCDs, which shall be free from any 
encumbrances, the realisable value of the assets charged as security, when liquidated, may be lower than 
the outstanding principal and/or interest accrued thereon in connection with the NCDs. A failure or delay 
to recover the expected value from a sale or disposition of the assets charged as security in connection 
with the NCDs could expose you to a potential loss.  

4. There is no assurance that the NCDs issued pursuant to this Issue will be listed on Stock Exchanges 

in a timely manner, or at all. 

In accordance with Indian law and practice, permissions for listing and trading of the NCDs issued 
pursuant to this Issue will not be granted until after the NCDs have been issued and allotted. Approval 
for listing and trading will require all relevant documents to be submitted and carrying out of necessary 
procedures with the Stock Exchanges. There could be a failure or delay in listing the NCDs on the Stock 
Exchanges for reasons unforeseen. If permission to deal in and for an official quotation of the NCDs is 
not granted by the Stock Exchanges, our Company will forthwith repay, without interest, all monies 
received from the Applicants in accordance with prevailing law in this context and pursuant to this Draft 
Shelf Prospectus.  

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

5. Any downgrading in credit rating of our NCDs may affect the value of NCDs and thus our ability to 

raise further debts.  

The NCDs proposed to be issued under this Issue have been rated ‘CRISIL AA/Stable’ (pronounced as 
CRISIL double A rating with Stable outlook) for an amount of ` 20,000 million, by CRISIL Limited 
vide their letter dated November 6, 2018 and ‘[ICRA]AA’ (pronounced as ICRA double A) for an 
amount of ̀  20,000 million by ICRA Limited vide their letter dated November 12, 2018. Any downgrade 
of our credit ratings would increase borrowing costs and constraint our access to capital and debt markets 
and, as a result, would negatively affect our net interest margin and our business. In addition, downgrades 
of our credit ratings could increase the possibility of additional terms and conditions being added to any 
additional financing or refinancing arrangements in the future. Any such adverse development could 
adversely affect our business, financial condition, cash flows and results of operations.  
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6. Securities on our NCDs rank as pari passu with our Company’s secured indebtedness. 

Substantially all of our Company’s current assets represented mainly by the loan receivables are being 
used to secure our Company’s debt. As at September 30, 2018, our Company’s secured borrowing was   
` 194,651.40 million. Securities on our NCDs will rank pari passu with any of our Company’s secured 
obligations with respect to the assets that secure such obligations. The terms of the NCDs do not prevent 
our Company from incurring additional debt. In addition, the NCDs will rank pari passu to the existing 
and future indebtedness and other secured liabilities and obligations of our Company. 

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

from its existing lenders. 

Our Company may, subject to receipt of all necessary consents from its existing lenders and the 
Debenture Trustee to the Issue, raise further borrowings and charge its assets. Our Company is free to 
decide the nature of security that may be provided for future borrowings. In such a scenario, the NCD 
holders will rank pari passu with other charge holder and to that extent, may reduce the amounts 

recoverable by the NCD holders upon our Company’s bankruptcy, winding-up or liquidation. 

8. Payments to be made on the NCDs will be subordinated to certain tax and other liabilities preferred 

by law. In the event of bankruptcy, liquidation or winding-up, there may not be sufficient assets 

remaining to pay amounts due on the NCDs. 

The NCDs will be subordinated to certain liabilities preferred by law such as the claims of the 
Government on account of taxes, and certain liabilities incurred in the ordinary course of our business. 
In particular, in the event of bankruptcy, liquidation or winding-up, our Company’s assets will be 
available to pay obligations on the NCDs only after all of those liabilities that rank senior to these NCDs 
have been paid as per Section 326 of the Companies Act, 2013. In the event of bankruptcy, liquidation 
or winding-up, there may not be sufficient assets remaining to pay amounts due on the NCDs. 

9. You may be subject to taxes arising on the sale of the NCDs.  

Sale of NCDs by any holder may give rise to tax liability, as discussed in section entitled “Statement of 

Tax Benefits” on page 64. 

10. There may be no active market for the non-convertible debentures on the WDM segment of the stock 

exchange. As a result, the liquidity and market prices of the non-convertible debentures may fail to 

develop and may accordingly be adversely affected. 

There can be no assurance that an active market for the NCDs will develop. If an active market for the 
NCDs fails to develop or be sustained, the liquidity and market prices of the NCDs may be adversely 
affected. The market price of the NCDs would depend on various factors inter alia including (i) the 
interest rate on similar securities available in the market and the general interest rate scenario in the 
country, (ii) the market for listed debt securities, (iii) general economic conditions, and, (iv) our financial 
performance, cash flows, growth prospects and results of operations. The aforementioned factors may 
adversely affect the liquidity and market price of the NCDs, which may trade at a discount to the price 
at which you purchase the NCDs and/or be relatively illiquid.  

11. The fund requirement and deployment mentioned in the Objects of the Issue have not been appraised 

by any bank or financial institution. 

We intend to use the proceeds of the Issue, after meeting the expenditures of and related to the Issue, for 
our various financing activities including lending and investments, subject to applicable statutory and/or 
regulatory requirements, to repay our existing loans and our business operations including for our capital 
expenditure and working capital requirements. For further details, see the section titled “Objects of the 

Issue”. The fund requirement and deployment is based on internal management estimates and has not 
been appraised by any bank or financial institution. The management will have significant flexibility in 
applying the proceeds received by us from the Issue. Further, as per the provisions of the Debt 
Regulations, we are not required to appoint a monitoring agency and therefore no monitoring agency 
has been appointed for the Issue. 

12. There may be a delay in making refund to Applicants. 

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

C. External Risks  

1. Our Company’s results of operations have been, and may continue to be, adversely affected by Indian 

and international financial markets and economic conditions. 

Our Company’s business is highly dependent on Indian and international markets and economic 
conditions. 

There have been fluctuations in interest rates, corporate or other scandals that reduce confidence in the 
Indian financial markets. In periods prior to fiscal year 2018, India has experienced a slowdown in 
economic growth due to a variety of factors, including unsustainably high current account deficit, capital 
outflows and consequent exchange rate pressures, demonetisation and implementation of GST. Despite 
the recent signs of an economic turnaround in the Indian economy, there is no assurance that growth will 
not slow down again or that inflation will not increase further in the future. A slowdown in the Indian 
economy could adversely affect our Company’s business and customers and contractual counterparties, 
especially if such a slowdown were to be continued and prolonged. In periods of high rates of inflation, 
our Company’s operating expenses may increase which could have an adverse effect on cash flows and 
results of operations. 

Further, in light of the increasing linkage of the Indian economy to other global economies, the Indian 
economy is increasingly influenced by economic developments and volatility in securities markets in 
other countries. Global slowdown of the financial markets and economies has in the past contributed to 
weakness in the Indian financial and economic environment. The global credit markets have continued 
to experience significant volatility in recent years, which have had, and may continue to have, a 
significant adverse effect on the availability of credit and the confidence of the financial markets, 
globally as well as in India. In addition, there have been concerns in relation to the liquidity of the global 
financial markets, the level and the volatility of debt and equity prices as well as interest rates, investor 
sentiment, inflation, the availability and cost of capital as well as credit and the degree in which 
international economies are expanding or experiencing recessionary pressures. The global financial 
markets have been and continue to be extremely volatile as the international financial markets were 
materially and adversely affected by a lack of liquidity, decreased confidence in the financial sector, 
disruptions in the credit markets, reduced business activity, rising unemployment and eroding consumer 
confidence. 

The United States continues to face adverse economic conditions and should a further downgrade of the 
sovereign credit ratings of the U.S. government occur, it is foreseeable that the ratings and perceived 
creditworthiness of instruments issued, insured or guaranteed by institutions, agencies or 
instrumentalities directly linked to the U.S. government could also be correspondingly affected by any 
such downgrade, which may have an adverse effect on the economic outlook across the world. In 2012, 
the sovereign ratings of various European Union countries were downgraded. Financial markets and the 
supply of credit could continue to be negatively impacted by on-going concerns surrounding the 
sovereign debts and/or fiscal deficits of several countries in Europe, the possibility of further downgrades 
of, or defaults on, sovereign debt, concerns about a slowdown in growth in certain economies and 
uncertainties regarding the stability and overall standing of the European Monetary Union. The United 
States and China are also engaged in a trade tariffs war which also can impact the global economy. The 
United States is also adopting protectionist measures which can impact the trade between the US and 
India. A slowdown in economic growth in markets such as China could also have an adverse impact on 
economic growth in India. On June 23, 2016, the United Kingdom held a referendum on its membership 
of the European Union and voted to leave (“Brexit”). There is significant uncertainty at this stage as to 
the impact of Brexit on general economic conditions in the United Kingdom and the European Union 
and any consequential impact on global financial markets. For example, Brexit could give rise to 
increased volatility in foreign exchange rate movements and the value of equity and debt investments. 
A lack of clarity over the process for managing the exit and uncertainties surrounding the economic 
impact could lead to a further slowdown and instability in financial markets. 

The global economic downturn led to an increased level of consumer delinquencies, lack of consumer 
confidence, decreased market valuations and liquidity, increased market volatility and a widespread 
reduction of business activity generally. The resulting economic pressure and dampened consumer 
sentiment can directly and indirectly affect the demand for our Company’s lending finance and other 
financial products or increase our Company’s cost to provide such products. In addition, adverse 
economic conditions could lead to an increase in loan delinquencies as well as higher write-offs which 
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can adversely affect our Company’s earnings. A combination of these factors have contributed to and 
may continue to adversely affect our Company’s business, financial condition, cash flows and results of 
operations.  

2. Any adverse change in India's credit rating by an international rating agency could adversely affect 

our Company’s business and profitability. 

In May 2013, Standard & Poor's, an international rating agency, reiterated its negative outlook on India's 
credit rating. It identified India's high fiscal deficit and heavy Government borrowing as the most 
significant constraints on its ratings and recommended the implementation of reforms and containment 
of deficits. In June 2013, Fitch, another international rating agency, returned India's sovereign outlook 
to "stable" from "negative" a year after its initial downgrade of the outlook, stating that the authorities 
had been successful in containing the upward pressure on the central Government budget deficit in the 
face of a weaker-than-expected economy and that the authorities had also begun to address structural 
factors that have weakened the investment climate and growth prospects. Similarly, Standard & Poor's 
upgraded its outlook on India's sovereign debt rating to "stable" in September 2014 and retained such 
rating in October 2015, while reaffirming the "BBB" long-term rating on bonds. Standard & Poor's stated 
that the revision reflects the view that India's improved political setting offers an environment which is 
conducive to reforms that could boost growth prospects and improve fiscal management. Further, 
Moody’s raised the rating from the lowest investment grade of Baa3 to Baa2 and changed the outlook 
from stable to positive. Going forward, the sovereign ratings outlook will remain dependent on whether 
the Government is able to transition the economy out of a low-growth and high inflation environment, 
as well as exercise adequate fiscal restraint. Any adverse change in India's credit ratings by international 
rating agencies may adversely impact our Company’s business and limit its access to capital markets.  

3. The instability of economic policies and the political situation in India could adversely affect the 

Indian financing industry. 

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

Unstable domestic and international political environment could impact the economic performance in 
the short term as well as the long term. The Government of India has pursued various economic 
liberalisation policies such as relaxing the restrictions in the private sector over the past few years. 

The Government has traditionally exercised and continues to exercise a significant influence over many 
aspects of the Indian economy. As a result, our Company’s business may be affected by changes in the 
interest rates, government policy and taxation. Furthermore, our Company’s business may be adversely 
affected by social and civil unrest or other negative political, economic or other developments in or 
affecting India. 

4. Financial difficulties and other problems in certain financial institutions in India could cause our 

Company’s business to suffer and adversely affect our Company’s results of operations. 

Our Company is exposed to the risks of the Indian financial system, which in turn may be affected by 
financial difficulties and other problems faced by certain Indian financial institutions. Our Company can 
also be affected by the financial difficulties faced by certain Indian financial institutions because the 
commercial soundness of many financial institutions may be closely related as a result of credit, trading, 
clearing or other relationships. This risk, which is commonly referred to as "systemic risk", may 
adversely affect financial intermediaries, such as clearing agencies, banks, securities firms and 
exchanges which exposes our Company to the systemic risks faced by entities operating in the Indian 
financial system. For instance, certain Indian financial institutions have experienced difficulties in recent 
years, including with respect to write-offs of non-performing loans made to certain large, corporate 
borrowers. Some co-operative banks (which tend to operate in rural sector) have also faced serious 
financial and liquidity crises. There has been a trend towards consolidation with weaker banks and 
NBFCs merging with stronger entities. Any instability in or any difficulties faced by the Indian financial 
system could create an adverse market perception in relation to Indian financial institutions, banks and 
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the NBFCs. This, in turn, could adversely affect our Company's business and future financial 
performance.  

5. Any volatility in the exchange rate may lead to a decline in India's foreign exchange reserves and 

may affect liquidity and interest rates in the Indian economy, which could adversely impact our 

Company. 

Capital inflows into India have remained extremely volatile responding to concerns about the domestic 
macroeconomic landscape and changes in the global risk environment. While the current account deficit 
(“CAD”) remained a main area of concern over fiscal year 2012 and fiscal year 2013, it has shrunk 
sharply in fiscal year 2015 and fiscal year 2016. A substantial decline in the imports bill, mainly on 
account of lower crude oil prices led to a significant narrowing in the trade deficit that in turn reduced 
the size of the CAD. However, the primary challenge for the Indian Rupee was the volatile swings in 
capital flows. The Indian Rupee recorded a high of ` 62.16 to U.S. dollar and a low of ` 68.78 to the 
U.S. dollar during fiscal year 2016. In October 2018, the Indian Rupee recorded a high of ` 74.72 and 
has been volatile in the past few months. Although the Indian Rupee is less vulnerable given the 
improvements in the CAD and visible moderation in inflation rates, there remains a possibility of 
needing to intervene in the foreign exchange market to control volatility of the exchange rate. The need 
to intervene at that point in time may result in a decline in India's foreign exchange reserves and 
subsequently reduce the amount of liquidity in the domestic financial system. This in turn could impact 
domestic interest rates. 

6. Companies operating in India are subject to a variety of taxes and surcharges. 

Tax and other levies imposed by the central and state governments in India that affect our Company’s 
tax liability include income tax and indirect taxes on goods and services such as central excise duty, 
service tax, customs duty, central sales tax, state VAT, surcharge and cess currently being collected by 
the central and state governments, which are introduced on a temporary or permanent basis from time to 
time. The Goods and Services Tax (“GST”) in India was introduced on July 1, 2017. GST is a unified 
and comprehensive, multi stage and destination based tax which has subsumed the multiple indirect 
taxes levied by the central and state governments. India has adopted a dual model of GST. The central 
or state government may vary the corporate income tax in the future. Any such future increases or 
amendments may affect the overall tax efficiency of companies operating in India and may result in 
significant additional taxes becoming payable. Additional tax exposure could adversely affect our 
Company’s business, cash flows and results of operations.  

7. The proposed new taxation system in India could adversely affect our Company’s business, prospects, 

financial condition, cash flows and results of operations. 

The Government has proposed major reforms in Indian tax laws, namely provisions relating to the 
GAAR (General Anti Avoidance Rules). The provisions have been introduced in the Finance Act 2012 
and will apply (as per the Finance Act 2015) in respect of an assessment year beginning on 1 April 2018 
and thereafter. The GAAR provisions intend to catch arrangements declared as "impermissible 
avoidance arrangements", which is any arrangement, the main purpose or one of the main purposes of 
which is to obtain a tax benefit and which satisfy at least one of the following tests (a) creates rights, or 
obligations, which are not normally created between persons dealing at arm's length; (b) results, directly 
or indirectly, in misuse, or abuse, of the provisions of the Income Tax Act 1961; (c) lacks commercial 
substance or is deemed to lack commercial substance, in whole or in part; or (d) is entered into, or carried 
out, by means, or in a manner, which is not normally employed for bona fide purposes. If GAAR 
provisions are invoked, the tax authorities would have wide powers, including denial of tax benefit or a 
benefit under a tax treaty.  

8. Terrorist attacks, civil unrest and other acts of violence or war involving India and other countries 

could adversely affect the financial markets and our business. 

Terrorist attacks and other acts of violence or war may result in a loss of business confidence and as a 
result, these events may negatively affect our Company’s business and the global financial markets. In 
addition, any deterioration in relations between India and its neighboring countries might result in 
concerns by investors in relation to the stability in the Indian region, which may adversely affect our 
Company’s business. 

India has also witnessed civil disturbances in recent years and it is possible that future civil unrest as 
well as other adverse social, economic and political events in India could have a negative impact on our 



42 | 292 

Company. Such incidents may also result in general perception that investment in Indian companies 
involves a higher degree of risk and may have an adverse impact on our Company’s business. 

9. Natural calamities could have a negative impact on the Indian economy and could adversely affect 

our Company’s business. 

India has experienced natural calamities such as earthquakes, a tsunami, floods and drought in the past 
few years. The extent and severity of these natural disasters determines their impact on the Indian 
economy. Further, prolonged spells of below normal rainfall or other natural calamities could have a 
negative impact on the Indian economy thereby, adversely affecting our Company’s business. 
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SECTION III- INTRODUCTION 

GENERAL INFORMATION 

Our Company was incorporated in Mumbai, Maharashtra on July 18, 2005 as a public limited company under the 
provisions of the Companies Act, 1956, as ECL Finance Limited and received the certificate of commencement 
of business from the Registrar of Companies, Maharashtra at Mumbai on August 04, 2005. Our Company is 
registered as a Non-Banking Financial Company under Section 45-IA of the Reserve Bank of India Act, 1934. 
For further details, please refer to the chapter titled “History and certain other Corporate Matters” beginning on 
page 123. 
 

NBFC Registration  

 
Our Company has obtained a certificate of registration dated April 24, 2006 bearing registration no. N-13.01831 
issued by the Reserve Bank of India under Section 45 IA of the Reserve Bank of India Act, 1934, to 
commence/carry on the business of non-banking financial institution without accepting public deposits subject to 
the conditions mentioned in the certificate of registration.  
 

Registered Office & Corporate Office:  

Edelweiss House  
Off. C.S.T Road  
Kalina, Mumbai 
Maharashtra – 400 098  
Maharashtra, India 

Tel.: +91 22 4009 4400 
Fax: +91 22 4086 3759  
Website: https://eclfinance.edelweissfin.com/  
 
Registration 

 

Corporate Identity Number issued by the RoC: U65990MH2005PLC154854 and registration number is 154854. 
Legal Entity Identifier: 335800E1LG6WITKCC984. 
 
Chief Financial Officer:  
 
As on the date of filing of this Draft Shelf Prospectus, there is no Chief Financial Officer of the Company.  
 
Company Secretary and Compliance Officer:  
 
The details of the person appointed to act as Compliance Officer for the purposes of this Issue are set out below: 
 

Mr. Jitendra Maheshwari   
Edelweiss House,  
Off. C.S.T Road,  
Kalina, Mumbai – 400 098,  
Maharashtra, India 

E-mail: eclfdebtipo@edelweissfin.com  
Tel.: +91 22 4009 4400 
Fax: +91 22 4086 3759  
 
Investors may contact the Registrar to the Issue or the Compliance Officer in case of any pre-issue or post Issue 
related issues such as non-receipt of Allotment Advice, demat credit of allotted NCDs, etc.  
 
All grievances relating to the Issue may be addressed to the Registrar to the Issue, giving full details such as name, 
Application Form number, address of the Applicant, number of NCDs applied for, amount paid on application, 
Depository Participant and the collection centre of the Members of the Syndicate where the Application was 
submitted.  

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

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

Registrar of Companies, Maharashtra at Mumbai  

100, Everest House 
Marine Lines 
Mumbai 400 002 
Maharashtra, India 
 

Lead Managers to the Issue  
 

IIFL Holdings Limited 

 
10th Floor, IIFL Centre, Kamala Centre,  
Senapati Bapat Marg,Lower Parel (West),  
Mumbai – 400 013,  
Maharashtra, India 
Tel: +91 22 4646 4600 
Fax: +91 22 2493 1073 
Email: ecl.ncd@iiflcap.com 
Investor Grievance Email: ig.ib@iiflcap.com 
Website: www.iiflcap.com 
Contact Person: Mr. Sachin Kapoor / Ms. Nishita Mody 
Compliance Office: Mr. Sourav Roy 
SEBI Registration no.: INM000010940 

 
 

Edelweiss Financial Services Limited* 

 

Edelweiss House, 
Off. CST Road, Kalina,  
Mumbai 400 098,  
Maharashtra, India 
Tel.: +91 22 4086 3535 
Fax: +91 22 4086 3610  
Email: ecl.sncd@edelweissfin.com 
Investor grievance e-mail:  
customerservice.mb@edelweissfin.com 
Website: www.edelweissfin.com 
Contact Person: Mr. Lokesh Singhi/Mr. 
Mandeep Singh 
Compliance Officer: Mr. B Renganathan 

SEBI Registration No.: INM0000010650 
 

Axis Bank Limited 

 
Axis House, 8th Floor, C-2,  
Wadia International Centre, 
P.B. Marg, Worli,  
Mumbai – 400 025,  
Maharashtra, India 
Tel: +91 22 6604 3293  
Fax: +91 22 2425 3800  
Email: ecljune2018@axisbank.com  
Investor Grievance Email: sharad.sawant@axisbank.com 
Website: www.axisbank.com  
Contact Person: Mr. Vikas Shinde 
Compliance Officer: Mr. Sharad Sawant 
SEBI Registration No.: INM000006104 

Trust Investment Advisors Private Limited 

 

109/110, Balarama, Bandra Kurla Complex, 
Bandra (East), Mumbai - 400 051, Maharashtra, 
India 
Tel:  +91 22 40845000   
Fax:  +91 22 40845007   
Email: project.maven@trustgroup.in 
Investor Grievance Email: 
customercare@trustgroup.in 
Website: www.trustgroup.in 
Contact Person: Mr. Vikram Thirani 
Compliance Officer: Mr. Ankur Jain 
SEBI Registration No.: INM000011120 
 

* In compliance with the proviso to Regulation 21A(1) of the Securities and Exchange Board of India (Merchant 

Bankers) Regulations, 1992, as amended (“Merchant Bankers Regulations”), Edelweiss Financial Services 

Limited (“EFSL”) will be involved only in marketing of the Issue.  

 

Debenture Trustee  
 
BEACON TRUSTEESHIP LIMITED 

4 C& D, Siddhivinayak Chambers, 
Gandhi Nagar, Opp. MIG Cricket Club 
Bandra (East), Mumbai- 400 051 
Tel: +91 22 26558759  
Email: compliance@beacontrustee.co.in 
Investor Grievance e-mail: investorgrievances@beacontrustee.co.in 
Website: www.beacontrustee.co.in 
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Contact Person: Mr. Vitthal Nawandhar 
SEBI Registration Number: IND000000569 
CIN: U74999MH2015PLC271288 

 
Beacon Trusteeship Limited has pursuant to Regulation 4(4) of SEBI Debt Regulations, by its letter dated 
November 12, 2018 given its consent for its appointment as the Debenture Trustee to the Issue and for their name 
to be included in this Draft Shelf Prospectus and in all the subsequent periodical communications to be sent to the 
holders of the NCDs issued pursuant to this Issue.  
 
All the rights and remedies of the Debenture Holders under this Issue shall vest in and shall be exercised by the 
appointed Debenture Trustee for this Issue without having it referred to the Debenture Holders. All investors 
under this Issue are deemed to have irrevocably given their authority and consent to the Debenture Trustee so 
appointed by our Company for this Issue to act as their trustee and for doing such acts and signing such documents 
to carry out their duty in such capacity. Any payment by our Company to the Debenture Holders/Debenture 
Trustee, as the case may be, shall, from the time of making such payment, completely and irrevocably discharge 
our Company pro tanto from any liability to the Debenture Holders.  
 
For details on the terms of the Debenture Trust Deed see section titled, “Issue Related Information” beginning on 
page 199.  
 
Registrar to the Issue:  
 

Link Intime India Private Limited 

C-101, 247 Park, L B S Marg, 
Vikhroli West, Mumbai 400 083, Maharashtra, India 
Tel: +91 22 4918 6200; 
Fax: +91 22 4918 6195; 
Email: eclnov2018.ncd@linkintime.co.in 
Investor Grievance mail: eclnov2018.ncd@linkintime.co.in 
Website: www.linkintime.co.in 
Contact Person: Ms. Shanti Gopalkrishnan 
SEBI Registration Number: INR000004058 
CIN: U67190MH1999PTC118368 
 
Link Intime India Private Limited has by its letter dated November 12, 2018 given its consent for its appointment 
as Registrar to the Issue and for its name to be included in this Draft Shelf Prospectus, Shelf Prospectus and the 
relevant Tranche Prospectus and in all the subsequent periodical communications sent to the holders of the 
Debentures issued pursuant to this Issue. 
 
Applicants or prospective investors may contact the Registrar to the Issue or the Company Secretary & 
Compliance Officer in case of any pre-Issue or post-Issue related problems, such as non-receipt of Allotment 
Advice, demat credit etc. All grievances relating to the Issue may be addressed to the Registrar to the Issue, giving 
full details such as name, Application Form number, address of the Applicant, number of NCDs applied for, 
amount paid on application, Depository Participant (“DP”) and the collection centre of the relevant Designated 
Intermediary where the Application was submitted. 
 
All grievances relating to the ASBA process may be addressed to the Registrar to the Issue with a copy to either 
(a) the relevant Designated Branch of the SCSB where the Application Form was submitted by the ASBA 
Applicant, or (b) the concerned Member Of The Syndicate and the relevant Designated Branch of the SCSB in 
the event of an Application submitted by an ASBA Applicant at any of the Syndicate ASBA Centres, giving full 
details such as name, address of Applicant, Application Form number, number of NCDs applied for and amount 
blocked on Application. 
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Credit Rating Agencies:  

 
CRISIL Limited 

CRISIL House, Central Avenue, 
Hiranandani Corporate Park, 
Powai, Mumbai 400 076, Maharashtra, India 
Tel: +91 22 3342 3000 
Fax: +91 22 3342 8088 
Email: krishnan.sitaraman@crisil.com 
Website: www.crisil.com 
Contact Person: Krishnan Sitaraman 
SEBI Registration No.: IN/CRA/001/1999 

 
ICRA Limited   

Electric Mansion, 3rd Floor, Appasaheb Marathe Marg 
Prabhadevi, Mumbai 400 025 
Tel: +91 22 6114 3405  
Fax: +91 22 2433 1390 
Email: shivakumar@icraindia.com 
Website: www.icra.in 
Contact Person: L. Shivakumar  
SEBI Registration No.: IN/CRA/008/2015 

 

Disclaimer clause of CRISIL  
 

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this report 
(Report) based on the information obtained by CRISIL from sources which it considers reliable (Data). However, 
CRISIL does not guarantee the accuracy, adequacy or completeness of the Data/Report and is not responsible for 
any errors or omissions or for the results obtained from the use of Data/Report. This Report is not a 
recommendation to invest / disinvest in any entity covered in the Report and no part of this Report should be 
construed as an expert advice or investment advice or any form of investment banking within the meaning of any 
law or regulation. CRISIL especially states that it has no liability whatsoever to the 
subscribers/users/transmitters/distributors of this Report. Without limiting the generality of the foregoing, nothing 
in the Report is to be construed as CRISIL providing or intending to provide any services in jurisdictions where 
CRISIL does not have the necessary permission and/or registration to carry out its business activities in this regard. 
ECL Finance Ltd will be responsible for ensuring compliances and consequences of non-compliance for use of 
the Report or part thereof outside India. CRISIL Research operates independently of and does not have access to 
information obtained by CRISIL’s Ratings Division/CRISIL Risk and Infrastructure Solutions Ltd (CRIS), which 
may, in their regulations, obtain information of a confidential nature. The views expressed in this Report are that 
of CRISIL Research and not of CRISIL’s Ratings Division/CRIS. No part of this Report may be 
published/reproduced in any form without CRISIL’s prior written approval.  
 
A CRISIL rating reflects CRISIL’s current opinion on the likelihood of timely payment of the obligations under 
the rated instrument and does not constitute an audit of the rated entity by CRISIL. CRISIL ratings are based on 
information provided by the issuer or obtained by CRISIL from sources it considers reliable. CRISIL does not 
guarantee the completeness or accuracy of the information on which the rating is based. A CRISIL rating is not a 
recommendation to buy, sell, or hold the rated instrument; it does not comment on the market price or suitability 
for a particular investor. All CRISIL ratings are under surveillance. Ratings are revised as and when circumstances 
so warrant. CRISIL is not responsible for any errors and especially states that it has no financial liability 
whatsoever to the subscribers/users/transmitters/distributors of this product. CRISIL Ratings rating criteria are 
available without charge to the public on the CRISIL web site, www.crisil.com.  
 
Disclaimer clause of ICRA Limited  
 

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

 

Khaitan & Co 

One Indiabulls Centre,  
13th Floor, Tower 1, 
841 Senapati Bapat Marg, Elphinstone Road,  
Mumbai – 400 013, Maharashtra, India. 
Tel: + 91 22 6636 5000 
Fax: + 91 22 6636 5050 
 
Current Statutory Auditors of our Company  
 

S.R. Batliboi & Co. LLP  

12th Floor, The Ruby  
29 Senapati Bapat Marg  
Dadar, Mumbai – 400028,   
Maharashtra India  
Tel: + 91 22 6819 8000  
Fax: + 91 22 6192 1000  
Email: srbc@srb.in  
 
Firm Registration Number: 301003E/E300005  
 

Date of appointment as Current Statutory Auditors: 23 May 2018 (approved by Members on July 20, 2018)  
 

Banker(s) to the Issue  
 

As specified in relevant Tranche Prospectus. 
 
Refund Bank(s) 

 

As specified in relevant Tranche Prospectus. 
 
Lead Broker(s) to the Issue 
 

As specified in relevant Tranche Prospectus. 
 

Bankers to our Company   
 

Bank of Baroda  

 
Corporate Financial Services 
Branch 
10/12, 3rd Floor, Mumbai 
Samachar Marg, Fort, Mumbai 
400 023 
Tel: 022 43407304/316/300  
Fax: 022 22021445 
Email: 

cfsbal@bankofbaroda.co.in 
Contact Person:  Mr. Vikram 
Bajaj   
Website:  

https://www.bankofbaroda.com 

Citibank N.A. 

 
FIFC, 14th Floor, C-54 and C- 55, 
G- Block, Bandra Kurla Complex, 
Mumbai 400 051, India 
 
Tel: +91-22-61755203 
Fax: +91-22-40065847 
Email: 

Vinayak.sanghvi@citi.com 
Contact Person: Mr. Vinayak 
Sanghvi 
Website:  
https://www.citibank.com 

Small Industries Development 

Bank of India 
 
MSME Development Centre, 
BKC, Bandra (E), Mumbai - 400 
051. 
 
Tel: +91-22-67221327 
Fax: +91-2267221528 
Email: Insti_marketing@sidbi.in  
Website: https://www.sidbi.in 
 

Federal Bank Limited  

 

Corporate & Institutional Banking 
Business Department, C- Wing 
2nd Floor, Laxmi Towers, Bandra 
Kurla Complex, Bandra (East), 
Mumbai 400051 

Vijaya Bank  

 

B/14 Ground Floor, Chirag 
Enclave, 
Near Nehru Place,  
New Delhi – 110 048 
 

Axis Bank  

 
Jeevan Prakash Building, 
Ground Floor, Sir PM Road 
Fort, Mumbai- 400 001 
  
Tel: +91-22 4086 7336/7474 
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Tel: +91-22-61748621,8623 
Email: 
subashpathak@federalbank.co.in 
Contact Person: Subash Pathak 
Website: 
https://www.federalbank.co.in  

Tel: +91-11-2622120 
Email: vb6035@vijayabank.co.in 
Website: 
https://www.vijayabank.com 

Fax: +91-22 4086 7327/7378 
Email: 
fort.operationshead@axisbank.com 
Contact Person:  Mr. Sudhir Raje 
https://www.axisbank.com 
 

ICICI Bank Limited  

 
Capital Markets Division, 
1st floor, 122 
Mistry Bhavan Dinshaw 
Wachha Road, 
Backbay Reclamation, 
Churchgate, Mumbai 

Punjab National Bank   

 
PNB House, P M Road, Fort, 
Mumbai - 400 001 
 
Tel: +91 22661504 
Fax: +91 22673797 
Email:  
bo0062@pnb.co.in  
Contact Person: Mr. Harvindar 

Singh 

 Website: 

https://www.pnbindia.in 

HDFC Bank Limited 

HDFC Bank Limited, Trade 
World, A-Wing, 2nd Floor, 
Kamala Mills Compound, 
Senapati Bapat Marg,  
Lower Parel (West), 
Mumbai- 400 013 
Tel: +91 22 24988484 
Fax: +91 22 40804711 
Email: 
nikhil.joshi@hdfcbank.com 
Website: www.hdfcbank.com 
Contact Person: Nikhil Joshi 

Punjab & Sind Bank  

 
27/29, Ambalal Doshi Marg, Fort, 
Mumbai-400 023 
 
Tel: +91-22-2269 3438/ 2265 
8721 
Fax: +91-22-2265 1752 
Email: b0385@psb.co.in 
Contact Person: Ms. Mr Mukesh 
Kumar 
Website:  

https://www.psbindia.com/ 

Catholic Syrian Bank Limited 

 
Ground Floor, Mafatlal House,  
H T Parekh Marg, Backbay 
Reclamation, Churchgate 
Mumbai- 400 020 
Tel: 09072601777 
Email: mumbaifort@csb.co.in 
Contact Person: Mr. Ram 
Mohan G S 
Website: https://www.csb.co.in 
 

RBL Bank Limited 

 

One India Bull Centre, 
Tower 2B, 6th Floor,  
Lower Parel (W), 
Mumbai – 400 013 
 
Tel: +91-22-43020659 
Fax: +91-22-43020520 
Email: Rohit.Agarwal 
@rblbank.com 
Contact Person: Rohit Agarwal 
Website: http://www.rblbank.com 
 

Union Bank of India 

 

IFB Branch, 1st Floor, Union 
Bank Bhawan, Nariman Point, 
Mumbai, Maharashtra 
Tel: +91-22 22892011 
Fax: +91 22 22855037 
Email: 
ksbabu@unionbankofindia.com 
Website: 
https://www.unionbankofindia.co.
in/home.aspx 
Contact person: Mr. K. Sridhar 
Babu  

Bank of India 

 

Mumbai Large Corporate Branch, 
4 Floor, Bank of India Building, 
70-80, M.G. Road, Fort, Mumbai, 
400001 
Tel: 022 61870400/402 
Fax: 022 22684475 
Email: 
Mumbai.LCBB@bankofindia.co.i
n 
Website: Bankofindia.com 
Contact Person: Mr. B.S. Fonia, 
AGM 
 

United Bank of India 

 
25, Sor Pheroz Shah Mehta Road, 
Fort, Mumbai, 400001 
Tel: 022 2287 3071 
Email: bmbom@unitedbank.co.in 
Website: 
www.unitedbankofindia.com 
Contact Person: Mr. Nagendra 
 

 

Self-Certified Syndicate Banks 
 
The list of banks that have been notified by SEBI to act as the SCSBs for the ASBA process is provided on the 
website of SEBI at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=34 as 
updated from time to time. For a list of branches of the SCSBs named by the respective SCSBs to receive the 
ASBA Forms from the Designated Intermediaries, refer to the above-mentioned link. 
 
In relation to Bids submitted under the ASBA process to a member of the Syndicate, the list of branches of the 
SCSBs at the Specified Locations named by the respective SCSBs to receive deposits of the ASBA Forms from 
the members of the Syndicate is available on the website of SEBI 
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https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and updated from time to time. For 
more information on such branches collecting Bid cum Application Forms from the Syndicate at Specified 
Locations, see the website of SEBI at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes.  
 

Syndicate SCSB Branches 
 

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

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

Impersonation 

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

“Any person who: 

 

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

its securities; or  

 

(b) makes or abets making of multiple applications to a company in different names or in different combinations 

of his name or surname for acquiring or subscribing for its securities; or 

 

(c) otherwise induces directly or indirectly a company to allot, or register any transfer of, securities to him, or to 

any other person in a fictitious name, shall be liable for action under Section 447 of the Companies Act, 2013” 

 
The liability prescribed under Section 447 of the Companies Act 2013 for fraud involving an amount of at least ₹ 
10 lakh or 1.00% of the turnover of the Company, whichever is lower, includes imprisonment for a term which 
shall not be less than six months extending up to 10 years (provided that where the fraud involves public interest, 
such term shall not be less than three years) and fine of an amount not less than the amount involved in the fraud, 
extending up to three times of such amount. In case the fraud involves (i) an amount which is less than ₹ 10 lakh 
or 1.00% of the turnover of the Company, whichever is lower; and (ii) does not involve public interest, then such 
fraud is punishable with an imprisonment for a term extending up to five years or a fine of an amount extending 
up to ₹ 50 lakh or with both.  
 

Minimum Subscription 

 
In terms of the SEBI Debt Regulations, for an issuer undertaking a public issue of debt securities the minimum 
subscription for public issue of debt securities shall be 75% of the Base Issue Size. If our Company does not 
receive the minimum subscription of 75% of Base Issue Size, prior to the Issue Closing Date the entire Application 
Amount  shall be unblocked in the relevant ASBA Account(s) of  the Applicants within 6 working days from the 
Issue Closing Date provided wherein, the Application Amount  has  been transferred to the Public Issue Account 
from the respective ASBA Accounts, such Application Amount  shall be refunded from the Refund Account to 
the relevant ASBA Accounts(s) of the Applicants within 6 working days from the Issue Closing Date, failing 
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which the Company will become liable to refund the Application Amount  along with interest at the rate 15 
(fifteen) percent per annum for the delayed period. 
 
Underwriting 

 
The Issue may be underwritten. 
 
Arrangers to the Issue  
 
There are no arrangers to the Issue. 
 

Credit Rating  

 

The NCDs proposed to be issued under this Issue have been rated ‘CRISIL AA/Stable’ (pronounced as CRISIL 
double A rating with Stable outlook) for an amount of ` 20,000 million , by CRISIL Limited vide their letter 
dated November 6, 2018 and ‘[ICRA]AA’ (pronounced as ICRA double A) for an amount of ` 20,000 million by 
ICRA Limited vide their letter dated November 12, 2018. The rating of ‘CRISIL AA/Stable’ by CRISIL Limited 
and ‘[ICRA]AA’ by ICRA Limited indicate that instruments with these ratings are considered to have a high 
degree of safety regarding timely servicing of financial obligations. Such instruments carry very low credit risk. 
For the rationale for these ratings, see Annexure A and B to this Draft Shelf Prospectus. These ratings are not 
recommendations to buy, sell or hold securities and investors should take their own decision. These rating are 
subject to revision or withdrawal at any time by the assigning rating agencies and should be evaluated 
independently of any other ratings.  
 

For the rationale for these ratings, see Annexure A and B of this Draft Shelf Prospectus. 
 

Utilisation of Issue proceeds 
 
For details on utilisation of Issue proceeds please refer to the chapter titled “Objects of the Issue” on page 61. 
 

Issue Programme 
 

ISSUE PROGRAMME* 

ISSUE OPENS ON  As specified in the relevant in the Tranche Prospectus(es) 

ISSUE CLOSES ON As specified in the relevant in the Tranche Prospectus(es)  
 

* The Issue shall remain open for subscription on Working Days from 10 A.M. to 5 P.M. (Indian Standard Time) 

during banking hours for the period indicated above, except that the Issue may close on such earlier date or 

extended date as may be decided by the Board/ Debentures Committee, as the case maybe, subject to necessary 

approvals. In the event of an early closure or extension of the Issue, our Company shall ensure that notice of the 

same is provided to the prospective investors through advertisements in a leading national daily newspaper with 

wide circulation on or before such earlier date of Issue Closure or initial date of Issue closure, as the case may 

be. On the Issue Closing Date Application Forms will be accepted only between 10:00 a.m. and 3:00 p.m. (Indian 

Standard Time) and uploaded until 5:00 p.m. (Indian Standard Time) or such extended time as may be permitted 

by BSE. 

 

Further please note that Application shall be accepted only between 10.00 a.m. and 5.00 p.m. (Indian Standard 

Time, “IST”) (“Bidding Period”) during the Issue Period as mentioned above by the (a) by the Designated 

Intermediaries at the Bidding Centres, or (b) by the SCSBs directly at the Designated Branches of the SCSBs as 

mentioned on the Application Form, except that on the Issue Closing Date when Applications shall be accepted 

only between 10.00 a.m. and 3.00 p.m. (IST) and shall be uploaded until 5.00 p.m. (IST) or such extended time as 

permitted by Stock Exchange(s). It is clarified that the Applications not uploaded in the Stock Exchange(s) 

Platform would be rejected. 

 

Due to limitation of time available for uploading the Applications on the Issue Closing Date, the Applicants are 

advised to submit their Applications one day prior to the Issue Closing Date and, in any case, no later than 3.00 

p.m. (IST) on the Issue Closing Date. All times mentioned in this Draft Shelf Prospectus are Indian Standard 

Time. Applicants are cautioned that in the event a large number of Applications are received on the Issue Closing 

Date, as is typically experienced in public offerings, some Applications may not get uploaded due to lack of 

sufficient time.  
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Such Applications that cannot be uploaded will not be considered for allocation under the Issue. Applications will 

be accepted only on Working Days, i.e., Monday to Friday (excluding any public holiday). Neither our Company, 

nor the Lead Managers, nor any Member of the Syndicate, Registered Brokers at the Broker Centres, CDPs at 

the Designated CDP Locations or the RTAs at the Designated RTA Locations or designated branches of SCSBs 

are liable for any failure in uploading the Applications due to faults in any software/hardware system or 

otherwise. Please note that, within each category of investors, the Basis of Allotment under the Issue will be on 

date priority basis except on the day of oversubscription, if any, where the Allotment will be proportionate.  
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CAPITAL STRUCTURE 
 
Details of share capital – 

 

The share capital of our Company as at September 30, 2018 is set forth below:  

 

Share Capital In    `̀̀̀ 

Authorised Share Capital  

6,700,000,000 Equity Shares of face value of `1.00 each 6,700,000,000.00 

4,000,000 Preference Shares of face value of `10.00 each 40,000,000.00 

Total Authorised Share Capital 6,740,000,000.00 

  

Issued, Subscribed and Paid-up share capital  

2,138,266,650 Equity Shares of face value of ` 1.00 each fully paid up  

Equity Share Capital 2,138,266,650.00 

  

Securities premium account   

Securities Premium Account  11,872,620,275.00 

 

Changes in the Authorised Share Capital since incorporation of our Company:  

 

Date of AGM/EGM 
Authorised Share 

Capital (in `) 
Particulars 

July 18, 2005 
(Incorporation) 

 

25,000,000.00 Authorised Share Capital of our Company on incorporation as 
mentioned in Clause V (a) of the Memorandum of Association 
was ` 25,000,000.00 divided into 2,500,000 equity shares of ` 
10 each.  

February 28, 2007 
(EGM) 

100,000,000.00 Authorised Share Capital was increased from ` 25,000,000.00 
divided into 2,500,000 equity shares of `10.00 each to ` 
100,000,000.00 divided into 6,000,000 equity shares of `10.00 
each and 4,000,000 Preference Shares of `10.00 each. 

April 20, 2007 
(EGM) 

550,000,000.00 Subdivision of face value of equity shares from `10.00 each to 
` 1.00 each. Further, the Authorised Share Capital was 
increased from `100,000,000 divided into 6,000,000 equity 
shares of `10.00 each and 4,000,000 Preference Shares of ` 
10.00 each to ` 550,000,000.00 divided into 510,000,000 
Equity Shares of ` 1.00 each and 4,000,000 Preference Shares 
of ` 10.00 each. 

December 21, 2007  
(EGM) 

700,000,000.00 Authorised Share Capital was increased from ` 550,000,000.00 
divided into 510,000,000 Equity Shares of ` 1.00 each and 
4,000,000 Preference Shares of ` 10.00 each to ` 

700,000,000.00 divided into 660,000,000 Equity Shares of 
`1.00 each and 4,000,000 Preference Shares of ` 10.00 each. 

July 11, 2008 
(AGM) 

 

740,000,000.00 Authorised Share Capital was increased from ` 700,000,000.00 
divided into 660,000,000 Equity Shares of ` 1.00 each and 
4,000,000 Preference Shares of ` 10.00 each to ` 

740,000,000.00 divided into 700,000,000 Equity Shares of ` 
1.00 each and 4,000,000 Preference Shares of  ` 10.00 each. 

December 16, 2008 
(EGM) 

 

6,740,000,000.00 Authorised Share Capital was increased from ` 740,000,000.00 
divided into 700,000,000 Equity Shares of ` 1.00 each and 
4,000,000 Preference Shares of ` 10.00 each to ` 
6,740,000,000.00 divided into 6,700,000,000 Equity Shares of 
` 1.00 each and 4,000,000 Preference Shares of `10.00 each. 
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Equity Share Capital History of our Company as at September 30, 2018:  

 

Date of 
Allotment 

No. of Equity 
Shares 

Face 
Value 
(in `) 

Issue 
Price 
(in `) 

Considerat
ion (Cash, 
other than 

cash etc.) 

Nature of 
Allotment 

Cumulative 
No. of Equity 

Shares 

Cumulative 
Equity Share 

Capital 

(in `) 

Cumulative 
Equity Share 

Premium 

(in `) 

July 18, 2005 1,00,000 10 10 Cash Allotment to 
the Subscribers 

to the 
Memorandum1 

100,000 1,000,000 NIL 

August 12, 2005 
 

1,950,000 10 10  Cash Allotment2 2,050,000 20,500,000 NIL 

March 30, 2007 200,000 10 500 Cash Allotment3 2,250,000 22,500,000 98,000,000.00 

April 20, 2007 22,500,000 1 - - Subdivision4 22,500,000 22,500,000 98,000,000.00 

May 14, 2007 22,500,000 1 - Bonus Bonus issue5 45,000,000 45,000,000 98,000,000.00 

May 18, 2007 278,446,363 1 6.47 Cash Preferential 
allotment6 

323,446,363 323,446,363 1,621,895,390.00 

May 18, 2007 113,643,317 1 5.99 Cash Preferential 
allotment7 

437,089,680 437,089,680 2,188,852,073.00 

January 15, 2008 33,333,333 1 30 Cash Preferential 
allotment8 

470,423,013 470,423,013 3,155,518,730.00 

January 15, 2008 33,333,333 1 30 Cash Preferential 
allotment9 

503,756,346 503,756,346 4122185387.00 

January 15, 2008 13,328,300 1 30 Cash Preferential 
allotment10 

517,084,646 517,084,646 4,508,706,087.00 

January 15, 2008 13,090,500 1 29.99 Cash Preferential 
allotment11 

530,175,146 530,175,146 4,888,329,560.25 

January 18, 2008 40,000,000 1 30 Cash Preferential 
allotment12 

570,175,146 570,175,146 6,048,329,560.25 

December 05, 
2008 

50,000,000 1 6 Cash Allotment 
pursuant to 

conversion of 
options13 

620,175,146 620,175,146 6,298,329,560.25 

January 02, 2009  1,271,673,316 1 1.80 Cash Rights Issue14 1,891,848,462 1,891,848,462 7,315,668,213.05 

March 31, 2018 5,62,58,790 1 21.33 Cash Rights Issue15 1,948,107,252 1,948,107,252 8,459,409,413.75 

August 1, 2018 162,030,004 1 21.33 Cash Rights Issue16 2,110,137,256 2,110,137,256 11,753,479,395.00 

August 29, 2018 28,129,394 1 21.33 Cash Rights Issue17 2,138,266,650 2,138,266,650 12,325,349,975.00 

Total 2,138,266,650 2,138,266,650 12,325,349,975.00  

1. Initial allotment of 99,994 equity shares to the subscribers to the Memorandum viz. Edelweiss Financial Services Limited, 

and 1equity share each to Mr. Rashesh Shah, Mr. Venkatachalam Ramaswamy, Mr. Deepak Mittal, Mr. Shriram Iyer, Mr, 

Rajeev Mehrotra and Mr. Prasad Baji.  
2. Allotment of 1,950,000 equity shares to Edelweiss Financial Services Limited.  
3. Allotment of 200,000 equity shares to Edelweiss Financial Services Limited.  

4. The face value of the equity shares of our Company was sub-divided from ` 10 each to ` 1 each through a resolution of the 

shareholders of our Company dated April 20, 2007 

5Allotment of 22,500,000 Equity Shares to the existing Equity Shareholders of our Company in the ratio of one new Equity 

Shares for every one existing Equity Shares held as on April 20, 2007 pursuant to capitalization of share premium/general 

reserves i.e.22,499,940 Equity Shares to Edelweiss Financial Services Limited, 10 Equity Shares to Mr. Rashesh Shah jointly 

with Edelweiss Financial Services Limited, 10 Equity Shares to Mr. Venkatachalam  Ramaswamy jointly with Edelweiss 

Financial Services Limited,10 Equity Shares to Mr. Deepak Mittal jointly with Edelweiss Financial Services Limited, 10 Equity 

Shares to Shriram Iyer Jointly with Edelweiss Financial Services Limited, 10 Equity Shares to Rajeev Malhotra jointly with 

Edelweiss Financial Services Limited, 10 Equity Shares to Prasad Baji jointly with Edelweiss Financial Services Limited. 
6. Preferential allotment of 278,446,363 Equity Shares to Edelweiss Financial Services Limited.  
7. Preferential allotment of 113,643,317 Equity Shares to Lehman Brothers Netherlands Horizons Limited Horizons BV. 

8. Preferential allotment of 33,333,333Equity Shares to Edelweiss Financial Services Limited. 
9. Preferential allotment of 33,333,333Equity Shares to Lehman Brothers Netherlands Horizons BV. 
10. Preferential allotment of 13,328,300 Equity Shares to Galleon Special Opportunities Master Fund SPC Limited-Galleon 

Asian Crossover Segregated Portfolio. 
11. Preferential allotment of 13,090,500Equity Shares to Shuaa Capital PSC. 
12. Preferential allotment of 40,000,000 Equity Shares to Waverly Pte Ltd. 
13. Allotment of 50,000,000 Equity Shares to Edelweiss Financial Services Limited pursuant to conversion of options. 

14.Rights Issue of 1,093,179,433 Equity Shares to Edelweiss Financial Services Limited, 35,818,473 Equity Shares to Galleon 

Special Opportunities Master Fund SPC Limited-Galleon Asian, 35,179,410 Equity Shares to Shuaa Capital PSC, 

107,496,000 Equity Shares to Waverly Pte Ltd, in the ratio of 5.3748 to 1 Equity Shares.] 
15. Rights Issue of 5,62,58,790 Equity Shares to Edel Finance Company Limited, 
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16 Rights Issue of 162,030,004 Equity Shares to Edelweiss Financial Services Limited 
17 Rights Issue of 28,129,394 Equity Shares to Edel Finance Company Limited 

 

Equity shares issued for consideration other than cash  

 
Except for Bonus issue as detailed under, there has not been any issue of Equity Shares for consideration other 
than cash: 
 

Date of 

Allotment 

No. of 

Equity 

Shares 

Face 

Value 

(`̀̀̀) 

Issue 

Price 

(`̀̀̀) 

Nature of 

Consideration 

Reason for 

Allotment 

Cumulative 

number of 

Equity Shares 

Cumulative 

Paid up 

Capital (`̀̀̀) 

Cumulative 

Share 

Premium (`̀̀̀) 

May 14, 
2007 

22,500,000 1 - Bonus Bonus 
issue1 

22,500,000 22,500,000 98,000,000 

1Allotment of 22,500,000 Equity Shares as bonus shares to the existing Equity Shareholders of our Company in the ratio of 

one new Equity Share for every one existing Equity Shares held as on April 20, 2007 by capitalization of share 

premium/general reserves i.e.22,499,940 Equity Shares to Edelweiss Financial Services Limited, 10 Equity Shares to Mr. 

Rashesh Shah jointly with Edelweiss Financial Services Limited, 10 Equity Shares to Mr. Venkatachalam Ramaswamy jointly 

with Edelweiss Financial Services Limited,10 Equity Shares to Mr. Deepak Mittal jointly with Edelweiss Financial Services 

Limited, 10 Equity Shares to Shriram Iyer Jointly with Edelweiss Financial Services Limited, 10 Equity Shares to Rajeev 

Malhotra jointly with Edelweiss Financial Services Limited, 10 Equity Shares to Prasad Baji jointly with Edelweiss Financial 

Services Limited.  

 

Shareholding pattern of our Company as at quarter ended September 30, 2018:  
 
The following is the shareholding pattern of our Company:  
 

Name of shareholders 
Total number of 

Equity Shares held 

Number of Equity 

Shares held in 
demat form 

Total shareholding 

as % of total no of 
Equity Shares 

Edelweiss Financial Services Limited 1,661,989,127 NIL 77.73 

Edelweiss Securities Limited 97,416,683 97,416,683 4.56 

Edelweiss Commodities Services 
Limited 

294,472,650 294,472,650 13.77 

Edel Finance Company Limited 84,388,184 NIL 3.95 

Mr. B. Renganathan, as nominee of 
Edelweiss Financial Services Limited 

1 NIL Negligible 

Mr. Vinit Agrawal, as nominee of 
Edelweiss Financial Services Limited 

1 NIL Negligible 

Mr. Dipakkumar K. Shah, as nominee 
of Edelweiss Financial Services 
Limited 

1 NIL Negligible 

Mr. Ashish Bansal, as nominee of 
Edelweiss Financial Services Limited 

1 NIL Negligible 

Mr. Amit Pandey, as nominee of 
Edelweiss Financial Services Limited 

1 NIL Negligible 

Mr. Ganesh Umashankar, as nominee 
of Edelweiss Financial Services 
Limited 

1 NIL Negligible 

Total 2,138,266,650  100.00 

 

Shareholding of the Promoter in our Company   
 

Sr. 

No. 

Nature of 

Security 

Date of 

Purchase/Transfer 

Number of 

Securities 

transferred 

Number of 

shares held 

as on 

September 

30, 2018 

Details of Transfer 

1 Equity 
Shares 

November 14, 2014 1# 1,661,989,133 
(Including 6 

shares held by 

Transfer from Mr. Rashesh 
Shah to Mr. B. Renganathan 

2 Equity November 14, 2014 1## Transfer from Mr. Venkat 
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Sr. 

No. 

Nature of 

Security 

Date of 

Purchase/Transfer 

Number of 

Securities 
transferred 

Number of 

shares held 

as on 
September 

30, 2018 

Details of Transfer 

Shares nominees of 
EFSL) 

Ramaswamy to Mr. Vinit 
Agrawal 

3 Equity 
Shares 

November 14, 2014 1### Transfer from Mr. Deepak 
Mittal to Mr. Dipakkumar K 
Shah 

4 Equity 
Shares 

March 15, 2016 1#### Transfer from Mr. Himanshu 
Kaji to Mr. Ashish Bansal  

5 Equity 
Shares 

March 15 2016 1##### Transfer from Mr. Vikas 
Khemani to Ms. Nidhi Parekh 

6 Equity 
Shares 

March 15 2016 1###### Transfer from Mr. Rujan 
Panjwani to Mr. Ganesh 
Umashankar 

7 Equity 
Shares  

January 22, 2018     1#######  Transfer from Ms. Nidhi 
Parekh to Mr. Amit Pandey  

# Mr. B. Renganathan is holding 1 Equity Share as a nominee of Edelweiss Financial Services Limited. 
## Mr. Vinit Agrawal is holding 1 Equity Share as a nominee of Edelweiss Financial Services Limited. 
### Mr. Dipakkumar K Shah is holding 1 Equity Share as a nominee of Edelweiss Financial Services Limited. 
#### Mr. Ashish Bansal is holding 1 Equity Share as a nominee of Edelweiss Financial Services Limited. 
#####Ms. Nidhi Parekh was holding 1 Equity Share as a nominee of Edelweiss Financial Services Limited which has been 

transferred to Mr. Amit Pandey. 

###### Mr. Ganesh Umashankar is holding 1 Equity Share as a nominee of Edelweiss Financial Services Limited. 
#######Mr. Amit Pandey is holding 1 Equity Share as a nominee of Edelweiss Financial Services Limited. 

 

None of the shares of our Company, held by the Promoter, are pledged or otherwise encumbered.   
 
Shareholding of Directors in subsidiaries, joint ventures and associates 
 
Not Applicable 

 

Statement of the aggregate number of securities of the Issuer purchased or sold by the promoter group and 

by the directors of the company which is a promoter of the Issuer and by the Directors of the Issuer and 

their relatives within six months immediately preceding the date of filing this Draft Shelf Prospectus:  
 
Following is the statement of the aggregate number of securities of the Issuer purchased or sold by the promoter 
group and by the directors of the company which is a promoter of the Issuer and by the Directors of the Issuer and 
their relatives within six months immediately preceding the date of filing this Draft Shelf Prospectus. 
 

• Edelweiss Commodities Services Limited  
 

Date 

No. of securities purchased No. of securities sold 

Face Value: Rs. 

1,000 per 

Security 

Face Value: Rs. 

10,00,000 per 

Security 

Face Value: Rs. 

1,000 per 

Security 

Face Value: Rs. 

10,00,000 per 

Security 

03 July 2018 - 2 - 2 

27 July 2018 - 500 - - 

30 July 2018 - - - 500 

09 August 2018 371560 - 264869 - 

10 August 2018 10240222 500 1460330 500 

13 August 2018 325 1000 3252502 - 

14 August 2018 45000 - 1245769 - 

16 August 2018 436 - 1090905 - 
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Date 

No. of securities purchased No. of securities sold 

Face Value: Rs. 

1,000 per 

Security 

Face Value: Rs. 

10,00,000 per 

Security 

Face Value: Rs. 

1,000 per 

Security 

Face Value: Rs. 

10,00,000 per 

Security 

17 August 2018 5605 - 3385 - 

20 August 2018 103050 - 2665955 - 

21 August 2018 150200 - 53444 - 

23 August 2018 744 - 4919 - 

24 August 2018 6017 - 16343 - 

27 August 2018 250400 - 15914 - 

28 August 2018 385 - 11430 - 

29 August 2018 100 - 1832 - 

30 August 2018 - - 270313 - 

31 August 2018 95 - 51024 - 

03 September 2018 303 - 2289 - 

04 September 2018 162 - 344 - 

05 September 2018 420 - 500 - 

06 September 2018 148 - 350 - 

07 September 2018 356 - 670 - 

10 September 2018 50045 - 1395 - 

11 September 2018 300 - 24660 - 

12 September 2018 51600 - 1455 - 

14 September 2018 1201 - 1991 - 

17 September 2018 2000 - 3490 - 

18 September 2018 400 - 330 - 

19 September 2018 164 - 2074 - 

21 September 2018 253465 - 30 - 

24 September 2018 12537 -  - 

25 September 2018 254263 500  - 

26 September 2018 200001 - - - 

27 September 2018 301553 - 3 - 

28 September 2018 - - 500000 - 

Total 12303057 2502 10948515 1002 

 

• Edelweiss Finance and Investments Limited  

 

Date 

No. of securities purchased No. of securities sold 

Face Value: Rs. 

1,000 per 
Security 

Face Value: Rs. 

10,00,000 per 
Security 

Face Value: Rs. 

1,000 per 
Security 

Face Value: Rs. 

10,00,000 per 
Security 

05 April 2018 - 1 - 1 

13 April 2018 - - 97 - 

16 April 2018 315 - 315 - 

23 April 2018 - 150 - - 

24 April 2018 - - - 150 
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Date 

No. of securities purchased No. of securities sold 

Face Value: Rs. 

1,000 per 

Security 

Face Value: Rs. 

10,00,000 per 

Security 

Face Value: Rs. 

1,000 per 

Security 

Face Value: Rs. 

10,00,000 per 

Security 

13 June 2018 - 1 - 1 

13 August 2018 1000 - - - 

16 August 2018 100000 - - - 

21 August 2018 500 - - - 

05 September 2018 50000 - 50000 - 

21 September 2018 914 - - - 

24 September 2018 461 - - - 

Total 153190 152 50412 152 

     
 

• Edelweiss Finvest Private Limited  

 

Date 

No. of securities purchased No. of securities sold 

Face Value: Rs. 1,000 per Security Face Value: Rs. 1,000 per Security 

12 April 2018 - 3563 

16 April 2018 - 315 

16 July 2018 - 600 

17 July 2018 - 580 

08 August 2018 - 2300 

21 August 2018 - 1400 

Total  8758 

 

• Ecap Equities Limited  
 

Date 

No. of securities purchased No. of securities sold 

Face Value: Rs. 10,00,000 per 

Security 

Face Value: Rs. 10,00,000 per 

Security 

11 July 2018 650 - 

Total 650  
 

 

Name of the Company 

No. of securities held as at September 30, 2018 

Face Value: Rs. 1,000 per 

Security 

Face Value: Rs. 10,00,000 

per Security 

Edelweiss Commodities Services Limited  13,54,542 1500 

Edelweiss Finance and Investments Limited 1,02,907 4 

Edelweiss Finvest Private Limited 52,333 - 

Ecap Equities Limited - 650 

Total 15,09,782 2154 
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List of top ten holders of Equity Shares of our Company as at quarter ended September 30, 2018 is: 
 

Name of shareholders 
Total number of 

Equity Shares held 

No of shares in 

demat form 

Total 

shareholding as % of 

total no of Equity Shares 

Edelweiss Financial Services 
Limited 

1,661,989,127 NIL 77.73 

Edelweiss Securities Limited 97,416,683 97,416,683 4.56 

Edelweiss Commodities Services 
Limited 

294,472,650 294,472,650 13.77 

Edel Finance Company Limited 84,388,184 NIL 3.95 

Mr. B. Renganathan, as nominee 
of Edelweiss Financial Services 
Limited 

1 NIL Negligible 

Mr. Vinit Agrawal, as nominee of 
Edelweiss Financial Services 
Limited 

1 NIL Negligible 

Mr. Dipakkumar K. Shah, as 
nominee of Edelweiss Financial 
Services Limited 

1 NIL Negligible 

Mr. Ashish Bansal, as nominee of 
Edelweiss Financial Services 
Limited 

1 NIL Negligible 

Mr. Amit Pandey, as nominee of 
Edelweiss Financial Services 
Limited 

1 NIL Negligible 

Mr. Ganesh Umashankar, as 
nominee of Edelweiss Financial 
Services Limited 

1 NIL Negligible 

Total 2,138,266,650  100.00 

 

List of top ten holders of Secured and Unsecured Redeemable Non-Convertible Debentures:  

 
List of top ten secured and unsecured redeemable, non-convertible debenture holders of our Company as at quarter 
ended September 30, 2018   
 

Name of Holders Address 
Amount 

(in ` million) 

Life Insurance 
Corporation of India 

Investment Department, 06th Floor, West Wing, 
Central Office, Yogakshema, Jeevan Bima Marg, 
Mumbai 400021 

15,050.00 

Aditya Birla Sun Life 
Trustee Private Limited 

Citibank N.A. Custody Services, FIFC- 11th 
Floor, G Block, Plot C-54 and C-55, Bandra 
Kurla Complex, Bandra - East, Mumbai 

6,000.00 

Bank of Baroda DGM, Bank of Baroda, Specialized Integrated 
Treasury BR., BST,4th and 5th Floor, C-34 G-
Block, Bandra Kurla Complex, Mumbai 

5,000.00 

Axis Bank Limited Treasury Ops Non SLR Desk Corp Off, Axis 
House Level 4 South Blk Wadia International 
Centre P B Marg Worli, Mumbai 400025 

4,046.00 

L & T Finance Limited 5th Floor, City 2, Plot No 177, 
CST Road, Near Mercedes Showroom, Kalina, 
Santacruz (East), Mumbai 400093 

3,900.00 

Edelweiss Commodities 
Services Limited  

Edelweiss House, Off CST Road,  
Kalina, Mumbai - 400098 

3144.49 

Indusind Bank Limited 
Treasury Dept 

Building No 10, 6th Floor Solitaire Corporate 
Park, Guru Hargovindji Marg, Andheri (East), 
Mumbai - 400093 

2491.98 
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Name of Holders Address 
Amount 

(in ` million) 

DSP Blackrock Ultra 
Short Fund 

Citibank N.A. Custody Services, FIFC- 11th 
Floor, G Block, Plot C-54 And C-55, BKC, 
Bandra (East), Mumbai - 400098 

2,000.00 

IDFC Bank Limited Naman Chambers, C-32, G Block, Bandra Kurla 
Complex Bandra East, Mumbai 400051  

1,800.00 

UTI - Treasury Advantage 
Fund 

UTI Mutual Fund, UTI Asset Management 
Company Ltd., Department of Fund, Accounts, 
UTI Tower, GN Block, Bandra Kurla Complex, 
Bandra (East), Mumbai – 400051 

1,659.00 

Total 
 

45,091.47 

 

Debt - equity ratio:  
 

The debt-equity ratio of our Company, prior to this Issue is based on a total outstanding borrowing of ̀  261,432.42 
million and shareholder Net worth amounting to ` 34,137.23 million as on September 30, 2018.  

          (In ` million) 

 

Particulars Pre Issue Post Issue*# 

Part A     

Debt securities                         85,055.42 1,05,055.42 

Borrowings (other than debt securities) 1,60,651.06 1,60,651.06 

Subordinated Liabilities 15,725.94 15,725.94 

Total debts 2,61,432.42 2,81,432.42 

Equity 
  

- Equity share capital 2,138.27 2,138.27 

- Other Equity                                  
33,430.08  

                     
33,430.08  

Less: Deferred tax assets (net)                        (1,431.12) (1,431.12) 

Net worth (Note 3)                         34,137.23           34,137.23  

Part B 

Net worth (Note 3)                         34,137.23            34,137.23  

Total Debt to equity ratio (Number of times) (Note 2)                                  7.66                     8.24  

Notes:     
1. Debt securities under “Post issue” column is computed on the basis that there is an inflow of Rs. 20,000 million from 

the proposed issue of secured redeemable non-convertible debentures. 

2.  Total debt to equity ratio = Total debts / Net Worth 

3. Net worth = Equity Share Capital + Other Equity Less Deferred tax asset (net) 

* To be updated in the Shelf Prospectus  

# Assuming the Issue is fully subscribed.  
 
For details on the total outstanding borrowing of our Company, please refer to the chapter titled “Financial 

Indebtedness” beginning on page 153. 
 
Details of any Acquisition or Amalgamation in the last one year 
 
Our Company has not made any acquisition or amalgamation in the last one year prior to filing of this Draft Shelf 
Prospectus. 
 
Details of any Reorganization or Reconstruction in the last one year 
 

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

Draft Shelf Prospectus. 
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Details of Promoter’s shareholding in our Company’s subsidiaries 

 
Not Applicable 
 
Our Company does not have any outstanding borrowings taken/debt securities issued where taken/issued (i) for 
consideration other than cash, whether in whole or part, in pursuance of an option. 
 
As on September 30, 2018, our Company has issued no outstanding debt securities which were issued either at a 
premium or at a discount, other than as disclosed in the “Financial Indebtedness” chapter of this Draft Shelf 
Prospectus.  
 

Employee stock option scheme: 

 

Our Company does not have any employee stock option scheme.  
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OBJECTS OF THE ISSUE 

Our company has filed this Draft Shelf Prospectus for public issue by ECL Finance Limited (“Company” or the 
“Issuer”) of secured redeemable non-convertible debentures of face value of Rs. 1,000 each (“NCDs”) aggregating 
up to Rs. 20,000 million (“Shelf Limit”) (“Issue”). The NCDs will be issued in one or more tranches up to the 
shelf limit, on terms and conditions as set out in the relevant tranche prospectus for any tranche issue (each a 
“Tranche Issue”), which should be read together with this Draft Shelf Prospectus and the Shelf Prospectus 
(collectively the “Offer Documents”).  
 
Our Company is in the business of financing, and as part of our business operations, we raise/avail funds for 
onward lending and for repayment of existing loans. 
 
Our Company proposes to utilise the funds which are being raised through the Issue, after deducting the Issue 
related expenses to the extent payable by our Company (“Net Proceeds”), towards funding the following objects 
(collectively, referred to herein as the “Objects”):  

 
1. For the purpose of onward lending and for repayment of interest and principal of existing loans; and 
2. For general corporate purposes. 
 
The Main Objects clause of the Memorandum of Association of our Company permits our Company to undertake 
the activities for which the funds are being raised through the present Issue and also the activities which our 
Company has been carrying on till date.  
 
The details of the Proceeds of the Issue are set forth in the following table: 

(in ` million) 

Sr. No. Description Amount 

1. Gross proceeds of the Issue As per relevant Tranche Prospectus 
2. (less) Issue related expenses*  As per relevant Tranche Prospectus 
3. Net Proceeds  As per relevant Tranche Prospectus 

 

*The above Issue related expenses are indicative and are subject to change depending on the actual level of 

subscription to the Issue, the number of allottees, market conditions and other relevant factors. 

 

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

 

Sr. 

No. 
Objects of the Fresh Issue 

Percentage of amount proposed 

to be financed from Issue 

Proceeds 

1. For the purpose of onward lending, financing, and for repayment/ 
prepayment of interest and principal of existing borrowings of the 
Company 

At least 75% 

2. General Corporate Purposes* up to 25% 
Total 100% 

*The Net Proceeds will be first utilized towards the Objects mentioned above. The balance is proposed to be 

utilized for general corporate purposes, subject to such utilization not exceeding 25% of the amount raised in the 

Issue, in compliance with the Debt Regulations. 

 

Issue Related Expenses 

 

The expenses of this Issue include, among others, fees for the Lead Managers, printing and distribution expenses, 
legal fees, advertisement expenses and listing fees. The estimated Issue expenses for each Tranche Prospectus 
shall be specified in respective Tranche Prospectus Issue. 
 
The expenses are indicative and are subject to change depending on the actual level of subscription to the Issue 
and the number of Allottees, market conditions and other relevant factors. 
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Funding plan 

 
NA  
 

Summary of the project appraisal report 

 
NA  
 
Schedule of implementation of the project 

 
NA  
 
Interim Use of Proceeds 
 
Our management will have the flexibility in deploying the proceeds received from the Issue. Pending utilization 
of the proceeds out of the Issue for the purposes described above, our Company intends to temporarily invest 
funds in high quality interest bearing liquid instruments including money market mutual funds, deposits with 
banks or temporarily deploy the funds in investment grade interest bearing securities. Such investment would be 
in accordance with the investment policies approved by the Board or any committee thereof from time to time.  
 
Monitoring of Utilization of Funds 

 

There is no requirement for appointment of a monitoring agency in terms of the SEBI Debt Regulations. The 
Board shall monitor the utilization of the proceeds of the Issue. For the relevant Financial Years commencing 
from Financial Year 2018-19, our Company will disclose in our financial statements, the utilization of the net 
proceeds of the Issue under a separate head along with details, if any, in relation to all such proceeds of the Issue 
that have not been utilized thereby also indicating investments, if any, of such unutilized proceeds of the Issue. 
Our Company shall utilize the proceeds of the Issue only upon the execution of the documents for creation of 
security and receipt of final listing and trading approval from the Stock Exchanges. 
 

Variation in terms of contract or objects in Draft Shelf Prospectus 
 

Our Company shall not, in terms of Section 27 of the Companies Act 2013, at any time, vary the terms of a 
contract referred to in this Draft Shelf Prospectus or objects for which this Draft Shelf Prospectus is issued, except 
subject to the approval of, or except subject to an authority given by the shareholders in general meeting by way 
of special resolution and after abiding by all the formalities prescribed in Section 27 of the Companies Act, 2013. 
 
Other Confirmations 

 
The main objects clause of the Memorandum of Association of our Company permits our Company to undertake 
its existing activities as well as the activities for which the funds are being raised through this Issue. In accordance 
with the Debt Regulations, our Company will not utilize the proceeds of the Issue for providing loans to or for 
acquisitions of shares of any person who is a part of the same group as our Company or who is under the same 
management of our Company.  
 
The Issue proceeds shall not be utilized towards full or part consideration for the purchase or any other acquisition, 
inter alia by way of a lease, of any property. The Issue proceeds shall not be used for buying, trading or otherwise 
dealing in equity shares of any other listed company. 
 
The Issue Proceeds from NCDs allotted to Banks will not be utilized for any purpose which may be in 
contravention of the RBI guidelines on bank financing to NBFCs including those relating to classification as 
capital market exposure or any other sectors that are prohibited under the RBI Regulations. 
 
No part of the proceeds from this Issue will be paid by us as consideration to our Promoter, our Directors, key 
managerial personnel, or companies promoted by our Promoter, except payments to be made by way of fees and 
commission to various Edelweiss Group companies that participate in the Issue as SEBI registered intermediaries. 
Our Company confirms that it will not use the proceeds of the Issue for the purchase of any business or in the 
purchase of any interest in any business whereby our Company shall become entitled to the capital or profit or 
losses or both in such business exceeding 50% thereof, directly or indirectly in the acquisition of any immovable 
property or acquisition of securities of any other body corporate. 
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The fund requirement as above is based on our current business plan and is subject to change in light of variations 
in external circumstances or costs, or in our financial condition, cash flows, business or strategy. Our management, 
in response to the competitive and dynamic nature of the industry, will have the discretion to revise its business 
plan from time to time and consequently our funding requirements and deployment of funds may also change.    
 

Utilisation of Issue Proceeds  

 

(a) All monies received pursuant to the issue of NCDs to public shall be transferred to a separate bank 
account other than the bank account referred to in sub-section (3) of section 40 of the Companies Act, 
2013; 

(b) Details of all monies utilised out of each Tranche Issue referred to in sub-item (a) shall be disclosed 
under an appropriate separate head in our balance Sheet indicating the purpose for which such monies 
had been utilised; 

(c) Details of all unutilised monies out of issue of NCDs, if any, referred to in sub-item (a) shall be disclosed 
under an appropriate separate head in our balance Sheet indicating the form in which such unutilized 
monies have been invested; 

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

(e) Details of all utilized and unutilized monies out of the monies collected in the previous issue made by 
way of public offer shall be disclosed and continued to be disclosed in the balance sheet till the time any 
part of the proceeds of such previous issue remains unutilized indicating the purpose for which such 
monies have been utilized and the securities or other forms of financial assets in which such unutilized 
monies have been invested. 
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STATEMENT OF TAX BENEFITS  

    

To 

 

The Board of Directors 

ECL Finance Limited 

Edelweiss House, Off CST Road, 

Kalina,  

Mumbai – 400 098 

 

DEAR SIRS, 

 

Sub: Proposed public issue of Non-convertible debentures (‘NCD’) by ECL Finance Limited with a shelf 

limit up to INR 20,000 million (Issue) 

 

The following note discusses the material tax provisions applicable to the Clients investing in the NCD of ECL 

Finance Limited under the Income-tax Act, 1961 (“the IT Act”). 

 

We have performed the following procedures: 

 

(i) Read the statement of tax benefits as given in Annexure I, and 

(ii) Evaluated with reference to the provisions of the IT Act to confirm that statements made are correct in 

all material respect. 

 

Because the above procedures do not constitute either an audit or review made in accordance with the Standard 

on Related Services (SRS) 4400, “Engagements to perform Agreed-upon procedures regarding Financial 

information”, issued by the Institute of Chartered Accountants of India, we do not express any assurance on the 

Statement of Tax Benefits, as set out in Annexure.   

 

We confirm that the Statement of Tax Benefits as set out in Annexure materially covers all the provisions of the 

IT Act as amended with respect to Debenture Holders. Several of these benefits are dependent on the debenture 

holders fulfilling the conditions prescribed under the relevant tax laws. 

 

The benefits discussed in the enclosed annexure are not exhaustive. The statement is only intended to provide 

general information and is neither designed nor intended to be a substitute for the professional tax advice. In view 

of the individual nature of the tax consequences and the changing tax laws, each investor is advised to consult 

their own tax consultant with respect to specific tax implications arising out of their participation. 

 

The contents of the enclosed annexure are based on the information, explanations and representations obtained 

from the company and on the basis of our understanding of the business activities and operations of the company. 

  

No assurance is given that the revenue authorities/ Courts will concur with the views expressed herein. Our views 

are based on existing provisions of law and its interpretation, which are subject to change from time to time. We 

do not assume any responsibility to update the views consequent to such changes. 

 

We hereby consent to inclusion of the extracts of this certificate in the draft shelf prospectus, shelf prospectus and 

tranche prospectus(es) or any other document in relation to the Issue. 
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This certificate has been issued at the request of the company for use in connection with the proposed Public Issue 

of secured, redeemable NCDs and may accordingly be furnished as required to the National Stock Exchange of 

India Limited and the BSE Limited or any other regulatory authorities, as required, and shared with and relied on 

as necessary by the Company’s advisors and intermediaries duly appointed in this regard.    

 

For S. R. Batliboi & Co. LLP 

Chartered Accountants 

ICAI Firm Registration number: 301003E/E300005 

 

 

 

per Shrawan Jalan 

Partner 

Membership No.: 102102 

 

Place: Mumbai 

Date: November 26, 2018 
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STATEMENT OF POSSIBLE TAX BENEFITS AVAILABLE TO THE DEBENTURE HOLDER(S) 

 

The note is based on the provisions of the IT Act, as on date, taking into account the amendments made by the 

Finance Act, 2018 (FA 2018). 

 

This note intends to provide general information on the applicable Indian tax provisions.  However, in view of the 

nature of the implications, the investors are best advised to consult their respective tax advisors/consultants for 

appropriate counsel with respect to the specific tax and other implications arising out of their participation in the 

Portfolio as indicated herein. 

 

Taxability under the IT Act 

 

1. Taxability under various heads of Income 

 

The returns received by the investors from NCD in the form of interest and the gains on the sale/ transfer of the 

NCD, may be characterized under the following broad heads of income for the purposes of taxation under the IT 

Act: 

 

• Profits and gains from business; 

• Income from capital gains; and 

• Income from other sources. 

 

The returns from the investment in the form of interest would generally be subject to tax under the head “income 

from other sources”.  Under certain circumstances depending upon the facts and circumstances of the taxpayer, 

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

 

The gains from the sale of the instrument or security may be characterised either as “Profits and gains from 

business” or as “Capital Gains”.  This is discussed in the following paragraph. 

 

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

 

Gains from the transfer of securities/instruments of the investee companies may be characterised as “Capital 

Gains” or as “Profits and gains from business” in the hands of an investor, depending upon whether the 

investments in NCD are held as ‘investments’ or as ‘stock in trade’. This can vary based on the facts of each 

investor’s case (taking into account factors such as the magnitude of purchases and sales, ratio between purchases 

and sales, the period of holding, whether the intention to earn a profit from sale or to earn interest etc.) 

 

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

 

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

 

Taxation of Interest 

 

Income by way of interest received on debentures, bonds, and other debt instruments held as investments will be 

charged to tax as under the head “Income from Other Sources”. Such interest taxed under the head “Income from 

other sources”, would therefore be taxed at the rates applicable to the investor after deduction of expenses, if any, 

allowable under section 57 of the IT Act.  These are essentially, expenses (not being in the nature of capital 

expenditure) laid out or expended wholly and exclusively for the purpose of earning the interest income. 
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In case of debentures, bonds or other debt instruments held as stock in trade and sold before their maturity, the 

interest accrued thereon till the date of sale and included in the sale price, may also be charged to tax as “business 

income” (treatment separately discussed below). 

 

Further, in case of certain specific fixed income securities and certain debt instruments, purchased and held as 

investments and transferred prior to maturity, the gain from the transfer may also possibly be characterised as 

“capital gains” (treatment separately discussed below). 

 

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

 

Taxation of Profits and gains from business 

 

As discussed above, depending on the particular facts of each case, the investments may, in certain cases, be 

regarded to be in the nature of stock in trade and, hence, the gains from the transfer/ sale of such investments 

would be considered to be in the nature of “Profits and gains from business”. 

 

In such a scenario, the gains from the business of investing in the NCD chargeable to tax on a ‘net’ basis (that is, 

net of allowable deductions for expenses/allowances under Chapter IV-D of the IT Act). 

 

The “Profits and gains from business” so computed, as reduced on account of set-off of losses and unabsorbed 

allowances, if any, would go to form part of the gross total income of the investor. 

 

The gross total income would be reduced by deductions if any available under Chapter VI-A of the IT Act and 

the resultant total income would be subject to tax at the tax rates as applicable to the investor (refer Note 1). 

 

Investors should obtain specific advice from their tax advisors regarding the manner of computing business 

income, the deductions available therefrom and the tax to be paid thereon. 

 

Taxation of Capital Gains 

 

As discussed above, based on the particular facts of each case, the investments may, in certain cases, be regarded 

to be in the nature of capital assets and hence the gains from the transfer/ sale of such investments would be 

considered to be in the nature of “capital gains”. 

 

As per section 2(14) of the Act, the term ‘capital asset’ had been defined to inter alia mean any securities held by 

a foreign institutional investor which has invested in such securities in accordance with the regulations made 

under Securities and Exchange Board of India Act, 1992. 

 

• Period of holding – long-term & short-term capital assets 

 

A security (other than a unit) listed on a recognised stock exchange in India or zero-coupon bonds (as defined) 

held for a period of more than 12 months are considered long-term capital assets. 

 

Any assets (other than as described above, the shares of unlisted companies and immovable property) are 

considered long-term capital assets where they are held for a period of more than 36 months. 

 

The above assets, where held for a period of not more than 12 months or 36 months, as the case may be will be 

treated as short -term capital assets. 

 



68 | 292 

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

 

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

 

• Computation of capital gains 

 

Capital gains are computed after reducing from the consideration received from the transfer of the capital asset, 

the cost of acquisition of such asset and the expenses incurred wholly and exclusively in connection with the 

transfer. 

• Nature of transactions and resultant capital gain treatment 

 

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

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

 Transactions of sale of debentures, bonds, listed or otherwise; and 

 Transactions in structured debentures. 

 

• Set off of capital losses 

 

Long-term capital loss of a year cannot be set off against short-term capital gains arising in that year. On the other 

hand, short-term capital loss in a year can be set off against both short-term and long-term capital gains of the 

same year. 

 

Unabsorbed short-term and long-term capital loss of prior years can be separately carried forward for not more 

than eight assessment years immediately succeeding the assessment year for which the first loss was computed. 

Unabsorbed short-term capital loss shall be eligible for set off against short-term capital gains as well as long-

term capital gains. However, unabsorbed long-term capital loss shall be eligible to be set off only against long-

term capital gains. 

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

 

Individuals and Hindu Undivided Families would be allowed a deduction in computing total income, inter alia, 

under section 80C of the IT Act for an amount not exceeding INR 150,000 with respect to sums paid or deposited 

in the previous year in certain specified schemes.   

• Alternate Minimum Tax (“AMT”) 

 

The Finance Act 2012 has provided the levy of AMT to tax investors (other than companies) to pay AMT at the 

rate of 18.5 percent on the adjusted total income.  In a situation where the income-tax computed as per the normal 

provisions of the IT Act is less than the AMT on “adjusted total income”, the investor shall be liable to pay tax as 

per AMT.  “Adjusted total income” for this purpose is the total income before giving effect to the deductions 

claimed under section C of chapter VI-A (other than section 80P) and deduction claimed, if any, under section 

10AA and deduction claimed, if any, under section 35AD as reduced by the amount of depreciation allowable in 

accordance with the provisions of section 32 as if no deduction under section 35AD was allowed in respect of the 

assets on which the deduction under that section is claimed. AMT will not apply to an Individual, HUF, AOP, 

BOI or an Artificial Juridical Person if the adjusted total income of such person does not exceed INR 20 

lakhs.  Further, the credit of AMT can be further carried forward to fifteen subsequent years and set off in the 

years(s) where regular income tax exceeds the AMT. 
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The provisions of AMT also provides that the Foreign Tax Credit (FTC) claimed against AMT liability which 

exceeds the FTC that would have been allowable while computing income under normal provisions, would be 

ignored while computing tax credit under AMT. 

 

• Minimum Alternative Tax (MAT) 

 

Section 115JB of the IT Act, provides that where the tax liability of a company (under the regular provisions of 

the IT Act) is less than 18.5 percent of its 'book profit', then the book profit is deemed to be its total income and 

tax at the rate of 18.5 percent (plus applicable surcharge and an health and education cess) is the minimum 

alternate tax (MAT) payable by the company.   

 

Tax credit is allowed to be carried forward for fifteen years immediately succeeding the assessment year in which 

tax credit becomes allowable. The tax credit can be set-off in a year when the tax becomes payable on the total 

income is in accordance with the regular provisions of the IT Act and not under MAT. 

 

As per the provisions of section 115JB of the IT Act, the amount of income accruing or arising to a foreign 

company from capital gains arising on transactions in securities or interest, royalty, or fees for technical services 

chargeable to tax at the rates specified in Chapter XII of the IT Act, shall be excluded from the purview of MAT, 

if such income is credited to the Profit and Loss Account and the tax payable on such income under the normal 

provisions is less than the MAT rate of 18.5%. Consequently, corresponding expenses shall also be excluded 

while computing MAT.  

 

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

company if: 

 

a) It is a resident of a country with which India has a DTAA and the company does not have a permanent 

establishment in India in accordance with the provisions of such DTAA; or  

b) it is a resident of a country with which India does not have a DTAA and the foreign company  

is not required to register under any law applicable to companies. 

 

The above Explanation is inserted and shall be deemed to be effective from AY 2001-02. 

 

Further, it is provided that the FTC claimed against MAT liability which exceeds the FTC that would have been 

allowable while computing income under normal provisions, would be ignored while computing tax credit under 

MAT. 

 

• Taxability of non-resident investors 

 

In case of non-resident investor who is a resident of a country with which India has signed a Double Taxation 

Avoidance Agreement (“DTAA” or “tax treaty”) (which is in force) income tax is payable at the rates provided 

in the IT Act, as discussed above, or the rates provided in such tax treaty, if any, whichever is more beneficial to 

such non-resident investor. 

For non-residents claiming such tax treaty benefits, the IT Act mandates the obtaining from the home country tax 

authority of a Tax Residency Certificate (‘TRC’). 

Section 90(5) of the IT Act (introduced by the Finance Act, 2013) provides that an assessee to whom a DTAA 

applies shall provide such other documents and information, as may be prescribed. Further, a notification 

substituting Rule 21AB of the Income-tax Rules, 1962 (Rules) has been issued prescribing the format of 
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information to be provided under section 90(5) of the IT Act, i.e. in Form No 10F. Where the required information1 

is not explicitly mentioned in the TRC, the assesse shall be required to furnish a self-declaration in Form No 10F 

and keep and maintain such documents as are necessary to substantiate the information mentioned in Form 10F. 

 

• General Anti Avoidance Rules (GAAR) 

 

The General Anti Avoidance Rule (GAAR) was introduced in the Income-tax Act by the FA, 2012 and was 

proposed to be made effective 1 April 2013. The FA 2015 makes the provisions of GAAR applicable prospectively 

from 1 April 2017. Further, investments made up to 31 March 2017 would be protected from the applicability of 

GAAR. 

 

• Widening of taxability of Capital Gains 

 

In the context of taxation of capital gains, the definitions of “capital asset” and “transfer” are widened with retro-

effect from 1 April 1961 specifically with a view to tax, in the hands of non-residents, gains from direct or indirect 

transfer of assets in India. 

• Withholding provisions 

 

Sr. 

No 

Scenarios Provisions 

1 Withholding tax rate on interest 

on NCD issued to Indian 

residents 

� Interest paid to residents other than insurance companies will be subject 

to withholding tax as per section 193 of the Act at the rate of 10%. 

2 

 

Withholding tax rate on interest 

on NCD issued to Foreign 

Portfolio Investor (FPI)  

� Interest on NCD issued to FPI may be eligible for concessional 

withholding tax rate of 5% under section 194LD of the Act.  

 

� Interest on NCD issued to FPI may alternatively be eligible for 

concessional tax rate of 5% under section 194LC(2)(ia) of the Act 

provided specific approval is obtained from Central Government for 

interest rate.  

 

If both sections i.e. 194LC and 194LD of the Act are not applicable, 

then tax deduction should be made as per sections 196D read with 

section 115AD of the Act i.e. at 20% subject to relief under the relevant 

DTAA 

 

� Withholding rate will be increased by surcharge as applicable, if 

applicable – see Note 2 and an additional surcharge by way of health 

and education cess of 4 percent on the amount of tax plus surcharge.   

                                                           
1  - Status (individual, company, firm etc) of the taxpayer; 
- Nationality (in case of an individual) or country or specified territory of incorporation or registration (in case of others); 
- Taxpayer's tax identification number in the country or specified territory of residence (In case there is no such number, then, a unique 
number on the basis of which the person is identified by the Government of the country or the specified territory of which the taxpayer 
claims to be a resident); 
- Period for which the residential status, as mentioned in the certificate of residence is applicable; and 
- Address of the taxpayer in the country or specified territory outside India, during the period for which the certificate is applicable. 
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Sr. 

No 

Scenarios Provisions 

3 Withholding tax rate on interest 

on NCD issued to non-residents 

other than FPIs 

� Interest payable to non-resident (other than FPI) would be subject to 

withholding tax at the rate of 30%/40% as per the provisions of section 

195 of the Act. 

 

Alternatively, benefits of concessional rates of 5% under section 194LC 

of the Act could be availed provided an application is made to the 

Central Government with respect to the rate of interest. 

 

� Withholding rate will be increased by surcharge as applicable, if 

applicable – see Note 2 and an additional surcharge by way of health 

and education cess of 4 percent on the amount of tax plus surcharge. 

 

Notes: 

Note 1: Tax rates 

 

Resident Individuals and Hindu Undivided Families 

 

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

Slab Tax rate * 

Total income up to Rs.250,000# Nil 

More than Rs.250,000# but up to Rs.500,000@ 5 percent of excess over Rs.250,000 

More than Rs.500,000 but up to Rs.1,000,000 20 percent of excess over Rs. 500,000 

+ Rs.12,500$ 

Exceeding Rs.1,000,000 30 percent of excess over Rs 1,000,000 

+ Rs.112,500$ 

 

@A resident individual (whose total income does not exceed Rs.350,000) can avail rebate under section 87A. It 

is deductible from income tax before calculating health and education cess. The amount of rebate available would 

be 100% of income-tax chargeable on his total income or Rs.2,500, whichever is less.” 

* plus surcharge (refer Note 2) and health and education cess at the rate of 4 per cent. 
# for resident senior citizens of sixty years of age and above but below eighty years of age, Rs. 250,000 has to be 

read as Rs. 300,000 and for resident senior citizens of eighty years of age ‘and above Rs.250,000’ has to be read 

as Rs. 500,000. 
$Similarly for resident senior citizens of sixty years of age and above but below eighty years of age, Rs. 12,500 

has to be read as 10,000 and Rs.112,500 has to be read as Rs. 110,000.  And for resident senior citizens of eighty 

years of age and above Rs. 12,500 has to be read as Nil and Rs. 112,500 has to be read as Rs. 100,000. 

 

Indian Companies 

 

The tax rates applicable would be 30 percent (plus surcharge as applicable, if applicable – see Note 2 and an 

additional surcharge by way of health and education cess of 4 percent on the amount of tax plus surcharge). 

 

The FA 2018 provides that in case of a domestic company, where the total turnover or gross receipts of such 
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company for financial year 2016-17 does not exceed Rs 250 crores, the rate of tax shall be 25 percent (plus 

surcharge as applicable, if applicable – see Note 2). 

 

Partnership Firms & LLP’s 

 

The tax rates applicable would be 30 percent (plus surcharge if applicable – see Note 2 and an additional surcharge 

by way of health and education cess of 4 percent on the amount of tax plus surcharge). 

 

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

 

Assessee Rate of surcharge applicable 

Non-corporate taxpayers (other than firms and co-

operative societies), when income does not exceed 

Rs 5,000,000 for and  

 

Non-corporate taxpayers being firms and co-

operative societies, when income does not exceed Rs 

10,000,000  

No basic surcharge.  A health and education cess of 4 

percent is payable on the total amount of tax 

Non-corporate taxpayers, when income exceeds Rs 

5,000,000 but does not exceed Rs 10,000,000 (other 

than firms and co-operative societies) 

10 percent basic surcharge. A health and education cess 

of 4 percent is payable on the total amount of tax plus 

basic surcharge. 

Non-corporate taxpayers, when income exceeds Rs 

10,000,000 (other than firms and co-operative 

societies)  

15 percent basic surcharge. A health and education cess 

of 4 percent is payable on the total amount of tax plus 

basic surcharge. 

Non-corporate taxpayers being firms or co-operative 

societies, when income exceeds Rs 10,000,000 

12 percent basic surcharge. A health and education cess 

of 4 percent is payable on the total amount of tax plus 

basic surcharge. 

Domestic companies having taxable income equal to 

or less than Rs.10,000,000 per annum 

No basic surcharge.  A health and education cess of 4 

percent is payable on the total amount of tax. 

Domestic companies having taxable income more 

than Rs. 10,000,000  but does not exceed Rs 

100,000,000 per annum 

7 percent basic surcharge.  A health and education cess 

of 4 percent is payable on the total amount of tax plus 

basic surcharge. 

Domestic companies having taxable income more 

than Rs 100,000,000 

12 percent basic surcharge. A health and education cess 

of 4 percent is payable on the total amount of tax plus 

basic surcharge. 

Foreign Companies (including corporate Foreign 

Portfolio Investors (FPI)) having taxable income 

equal to or less than Rs. 10,000,000 per annum 

No basic surcharge.  A health and education cess of 4 

percent is payable on the total amount of tax. 

 
 

Foreign Companies (including corporate FPI) 

having taxable income more than Rs.10,000,000  but 

does not exceed Rs 100,000,000 per annum 

2 percent basic surcharge.  A health and education cess 

of 4 percent is payable on the total amount of tax plus 

basic surcharge. 

Foreign companies (including corporate FPI) having 

taxable income more than Rs 100,000,000 

5 percent basic surcharge.  A health and education cess 

of 4 percent is payable on the total amount of tax plus 
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Assessee Rate of surcharge applicable 

basic surcharge. 

 

Note 3: Taxability of interest income 

 

For all Residents (including Indian Corporates) 

 

In case of residents, where interest income is taxable as ‘income from other sources’ or ‘income from business or 

profession’ should be chargeable to tax as per the rates given in note 1 and note 2 above. 

 

For Non-residents (other than FPI entities) 

 

In case of non-residents, under the IT Act the interest income should be chargeable to tax at the rate of 30/40%, 

based on the status of the investor. 

 

However, the above is subject to any relief available under DTAA.  

 

For FPI entities 

 

In case of FPI, interest on NCD may be eligible for concessional tax rate of 5% under section 194LD or 194LC 

of the Act. Further, in case where section 194LD or 194LC is not applicable, the interest income earned by FPI 

should be chargeable tax at the rate of 20% under section 115AD of the IT Act.  

 

However, the above is subject to any relief available under DTAA.  

   

Note 4: Regular capital gains tax rates 

 

1. Tax on Long-term Gains 

 

1.1 For all Residents (including Indian Corporates) 

 

Long-term Capital Gains will be chargeable to tax under Section 112 of the IT Act, at a rate of 20 percent 

(plus applicable surcharge and education cess – see note 2) with indexation. 

 

Alternatively, the tax rate may be reduced to 10 percent without indexation (plus applicable surcharge and 

health and education cess– see note 2) in respect of listed securities (other than a unit) or zero coupon 

bonds (as defined). 

 

However, as per the third proviso to section 48 of the IT Act, benefit of indexation of cost of acquisition 

under second proviso to section 48 of the Act, is not available in case of bonds, debentures, except capital 

indexed bonds. Accordingly, long term capital gains arising to the bond holders, should be subject to tax 

at the rate of 10%, computed without indexation, as the benefit of indexation of cost of acquisition is not 

available in the case of debentures.   

 

1.2 For Resident Individuals and HUFs only 

 

Where the taxable income as reduced by long-term capital gains is below the exemption limit, the long-

term capital gains will be reduced to the extent of the shortfall and only the balance long-term capital gains 
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will be charged at a rate of 20 percent with indexation (plus applicable surcharge and education cess – see 

note 2). 

 

Alternatively, the tax rate may be reduced to 10 percent without indexation (plus applicable surcharge and 

health and education cess – see note 2) in respect of listed securities (other than a unit) or zero coupon 

bonds as defined. 

 

However, as per the third proviso to section 48 of the IT Act, benefit of indexation of cost of acquisition 

under second proviso to section 48 of the Act, is not available in case of bonds, debentures, except capital 

indexed bonds. Accordingly, long term capital gains arising to the bond holders, should be subject to tax 

at the rate of 10%, computed without indexation, as the benefit of indexation of cost of acquisition is not 

available in the case of debentures. 

 

1.3 For Non-Resident Individuals 

 

Long-term capital gains in case of listed securities will be chargeable under Section 112 of the IT Act at a 

rate of 20 percent (plus applicable surcharge and health and education cess – see note 2) with applicable 

foreign exchange fluctuation benefit or indexation, as the case may be.  The tax payable (for other than a 

listed unit) could alternatively be determined at 10 percent (plus applicable surcharge and health and 

education cess – see note 2) without indexation.  

Further, long-term capital gains arising out of the transfer of unlisted securities or shares of a company not 

being a company in which the public are substantially interested shall be subject to tax at the rate of 10% 

(plus applicable surcharge and health and education cess –see note 2) without giving effect to indexation 

and foreign exchange fluctuation benefit. 

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

 

1.4 For FPI entities 

 

As per section 115AD of the IT Act, long term capital gains on transfer of NCD by FPI are taxable at 10% 

(plus applicable surcharge and cess).  

 

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

 

2. Tax on Short-term Capital Gains 

 

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

above). 

 

In case of FPI, as per section 115AD of the IT Act, short term capital gains are taxable at the rate of 30% 

(plus applicable surcharge and cess).  

 

Note 5:  Relevant definitions under the IT Act 

 

“Securities” shall have the same meaning as assigned in section 2(h) of the Securities and Contracts (Regulation) 

Act, 1956, which, inter alia, includes: 

 shares, scrips, stocks, bonds, debentures, debenture stock or other marketable securities of a like nature 

in or of any incorporated company or other body corporate; 

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

 rights or interest in securities; 

 

For the purpose of section 112 of the IT Act: 

− “Listed securities” means the securities which are listed on any recognised stock exchange in India. 

− “Unlisted securities” means securities other than listed securities. 

 

“Zero coupon bond” means a bond- 

• issued by any infrastructure capital company or infrastructure capital fund or public sector company [or 

scheduled bank] on or after 1 June 2005; 

• in respect of which no payment and benefit is received or receivable before maturity or redemption from 

infrastructure capital company or infrastructure capital fund or public sector company [or scheduled bank]; 

and 

• which the Central Government may, by notification in the Official Gazette, specify in this behalf. 

 

Note 6: Amendments in the withholding tax provisions effective 1 April 2010 

 

Section 139A(5A) requires every person from whose income tax has been deducted under the provisions of chapter 

XVIIB of the IT Act, to furnish his PAN to the person responsible for deduction of tax at source. 

 

As per provisions of section 206AA of the IT Act, the payer would be obliged to withhold tax at penal rates of 

TDS in case of payments to investors who have not furnished their PAN to the payer.  The penal rate of TDS is 20 

percent or any higher rate of TDS, as may be applicable, plus applicable surcharge and health and education cess.  

 

The FA 2016 has amended section 206AA of the IT Act to provide that the provisions shall not apply to non-

residents in respect of payment of interest on long-term bonds as referred to in section 194LC and any other 

payment subject to such conditions as may be prescribed. 

 

Further, the CBDT, vide its notification dated 24 June 2016, has clarified that the provisions of section 206AA 

shall not apply to non-residents in respect of payments in the nature of interest, royalty, fees for technical services 

and payment on transfer of capital assets provided the non-residents provide the following information to the 

payer of such income: 

 

• Name, email-id, contact number; 

• Address in the country or specified territory outside India of which the deductee is a resident; 

• A certificate of his being resident in any country or specified territory outside India from the government 

of the other country or specified territory if the law of that country or specified territory provides for 

issuance of such certificate;  

• Tax Identification Number of the deductee in the country or specified territory of his residence and in a 

case, no such number is available, then a unique number on the basis of which the deductee is identified 

by the Government of that country or the specified territory of which he claims to be a resident. 
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SECTION IV-ABOUT OUR COMPANY  

INDUSTRY  

The information in this section has not been independently verified by us, the Lead Managers, or any of our or 

their respective affiliates or advisors. The information may not be consistent with other information compiled by 

third parties within or outside India. Industry sources and publications generally state that the information 

contained therein has been obtained from sources it believes to be reliable, but their accuracy, completeness and 

underlying assumptions are not guaranteed and their reliability cannot be assured. Industry and Government 

publications are also prepared based on information as of specific dates and may no longer be current or reflect 

current trends. Industry and Government sources and publications may also base their information on estimates, 

forecasts and assumptions which may prove to be incorrect. Accordingly, investment decisions should not be 

based on such information. Figures used in this section are presented as in the original sources and have not been 

adjusted, restated or rounded-off for presentation in this Draft Shelf Prospectus. 

 

This section contains copies of certain tables and charts from the CRISIL Research – Assessment of various 

financial products dated February 2018. References to “2014-15”, “2015-16” and “2016-17”, etc., or “FY 15”, 

“FY 16” and “FY 17”, etc. or “Mar-15”, “Mar-16” and “Mar-17, etc. or “Fiscal 2015”, “Fiscal 2016” and 

“Fiscal 2017” in these tables and charts are to the financial years ended March 31, 2015, March 31, 2016 and 

March 31, 2017, etc., or as at March 31, 2015, March 31, 2016 and March 31, 2017, etc., as applicable. The use 

of the letter “E” after a number means it is an estimated number and the use of the letter “P” after a number 

means it is a projected number. 

 

OVERVIEW OF INDIAN ECONOMY 

 
India one of the fastest-growing economies 

 

From a global context, India stands out for two reasons – stable macros and prudent fiscal and monetary policies 

 

India is one of the fastest-growing economies in the world. Over the last three fiscal years, there has been a gradual 
improvement in India’s macro story because of which the growth-inflation mix has improved, and durably so. 
Both fiscal and monetary policies are more prudent, focusing on raising the quality of growth and not just the rate 
of growth. The Government has adopted an inflation-targeting framework that provides an institutional framework 
for inflation control, while modernising central banking. Fiscal policy has managed to stay mildly growth-focused, 
while managing a gradual reduction in the deficit. The upshot is that India’s macros are a lot more stable, and the 
economy is pretty resilient to global shocks. 
 
GDP growth (percentage change) 
 

Source: IMF, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 
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Review of India’s GDP growth 

 
GDP grew at CAGR 6.7% over last 5 years 

 

India adopted a new base year (2011-12) to calculate GDP, which led to the GDP rising to `122 trillion in 2016-
17 from ` 88 trillion in 2011-12; representing a 6.7% CAGR. The Central Statistics Office (CSO) released the 
GDP estimates for the fourth quarter of fiscal 2017 (January-March 2017) and 2016-17 on May 31, 2017. This 
was the first GDP release incorporating the new 2011-12-based wholesale price index (WPI) and the Index of 
Industrial Production (IIP) series. 
 
Contrary to the consensus of a rise in real GDP growth – on account of higher share of IIP and lower WPI in the 
new series – real GDP in 2016-17 clocked a growth of 7.1%. This was because of the impact of demonetisation 
and the fact that the deflator in the fourth quarter of fiscal 2017 had risen sharply. However, different components 
of GDP in 2016-17 did see their growth estimates change on both the demand and supply sides. 
 
Industrial growth slowed to 5.6% in 2016-17 from 8.8% in 2015-16 because of a sharp slowdown in mining 
growth to 1.8% from 10.5% in 2015-16 and a slowdown in construction activity to 1.7% from 5%.  
 
Inflation based on the consumer price index (CPI) dropped to a record low of 1.5% in June 2017, led by food. 
Lately, the decline in food inflation has become more broad-based as categories other than pulses and vegetables, 
such as cereals, fruits, sugar, edible oils, milk and eggs, have also seen a steady decline. Record growth in food 
production in 2016-17, healthy progress of the monsoon and continued decline in vegetables inflation, supported 
by a high-base effect, are the main factors behind easing food inflation. WPI-based inflation slid for the fourth 
consecutive month in July, printing at 0.9%. This can be attributed to the continued plunge in food and fuel 
inflation and moderation in core inflation. CRISIL Research expects CPI to average at 4% in 2017-18 (down from 
4.5% in 2016-17). 
 
Annual GDP growth (%) 

(Source: CSO, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018) 

Outlook on GDP growth 

 

Growth forecast at 7.0% in fiscal 2018; to pick up pace gradually 

 

The Indian economy can only grind its way up in an environment of subdued global growth and weak domestic 
investments. CRISIL Research estimates GDP growth in 2017-18 at 7% driven by growth in agriculture and 
services sector. 
 
On the external front, though global growth prospects this fiscal appear somewhat better relative to last, factors 
such as the falling trade intensity of growth, geo-political risks and uncertainties surrounding the pace of 
normalisation of monetary policy in advanced nations, and appreciation of rupee would mean contribution of 
exports to domestic economic growth would be limited. Manufacturing growth could, therefore, slow down to 
7.6% in 2017-18 from 7.9% in 2016-17. 
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Annual GDP growth (%) 

 

F: Forecast 

(Source: CSO, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018) 
 
Agricultural growth expected to be buoyant 

 

Rainfall in 2017 has been just 5% below the long period average at an all-India level, or what is considered normal. 
Six states have seen deficient rains, i.e., rainfall deficiency of more than 10% of normal, whereas nearly eight 
states have been inundated by excess rains, causing floods and flood-like situation.  
 
The rains have been somewhat unevenly distributed. Some large crop producing states such as Haryana, Uttar 
Pradesh and Punjab have received less-than-normal rainfall, but the impact is by and large absorbed by their 
adequately large irrigation cover. On the other hand, Kerala, Madhya Pradesh and Karnataka have not only 
received inadequate rainfall, but also have relatively lesser irrigation cover. However, as these states together 
contribute less than 5% of all-India kharif production, the overall sowing is progressing at a healthy pace.  
 
As of August-end, total kharif sowing was 3.3% higher on-year and 5% higher than normal. But given the high 
base of 4.9% last fiscal, CRISIL Research expects agriculture to grow at best around 3%. 
 
Structural reforms to push economic growth higher in the next five years 

 

CRISIL Research expects the pace of economic growth to pick up in the medium term, as structural reforms, such 
as GST and Bankruptcy Code, aimed at removing constraints and raising the trend rate of growth, begin to have 
an impact on the economy. Assuming the monetary and fiscal policies remain prudent, these reforms would lead 
to efficiency gains and improve the prospects for sustainable high growth in the years to come. An improving 
macroeconomic environment (softer interest rate and stable inflation), urbanisation, rising middle class, and 
business-friendly government reforms will drive growth in the long term. As per the IMF, the Indian economy is 
projected to grow at a 7.7% CAGR over the next five years. Growth will be higher than many emerging as well 
as developed economies, such as Brazil, Russia and China. 
 

Household investments in financial assets and capital markets 

 

Year 
Financial assets (` 

Billion) 
Shares, Mutual Funds(MFs) and 

Debentures (` Billion) 
Shares, MFs and Debentures as 
% investment in Financial assets 

2011-12 9,327 165 1.8% 

2012-13 10,640 170 1.6% 

2013-14 11,908 189 1.6% 

2014-15 12,826 198 1.5% 

2015-16 15,142 413 2.7% 

2016-17 18,205 1,826 10.0% 
Note: Data for 2014-15 and 2015-16 are provisional and that for 2016-17 is based on preliminary estimates 

Capital market includes ‘Share and debentures’ and ‘units of Unit Trust of India (UTI)’. 

Shares and Debentures include investment in shares and debentures of credit / non-credit societies and investment in MFs 

(other than Specified Undertaking of the UTI). 

(Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018) 
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NBFC OVERVIEW 

 
NBFCs a critical cog in credit system 
Financing requirements in India have risen in sync with the economy’s notable growth from fiscal 2008 onwards. 
Non-banking financial companies (NBFCs) have played a major role in meeting this need, complementing banks 
and other financial institutions.  
 
NBFCs help fill gaps in the availability of financial services with respect to products as well as customer and 
geographic segments. A strong linkage at the grassroots level makes them a critical cog in the financial machine. 
They cater to the unbanked masses in rural and semi-urban reaches and lend to the informal sector and individual 
without credit histories, thereby enabling the government and regulators to realise the mission of financial 
inclusion.  
 
Going forward, NBFCs will have to sharpen focus on their core strengths, diversify their portfolio, and create a 
niche with new offerings to help them grow in the competitive financial market. Given the positive operating 
conditions, well-capitalised NBFCs, and public sector banks struggling on asset quality front, there is significant 
scope for NBFCs to not only gain market share but also enter newer areas. 
 

NBFCs share in systemic credit is growing steadily 
 

 
 
Note: 1. Co-operative banks are not included in bank credit; 2. Capital market borrowing includes; commercial paper, ECB 

(excl banks and NBFCs) and corporate bonds (excl banks and NBFCs) 

Source: RBI, SEBI, Company Reports, CRISIL Research: CRISIL Research – Assessment of various financial products dated 

February 2018 

 

NBFC credit has grown at an impressive pace 

 
The outstanding credit of NBFCs expanded at a compound annual growth rate (CAGR) of 18% since fiscal 2012. 
But this growth has not been uniform across segments. Microfinance has recorded the highest CAGR of 42%, 
while MSME finance and loan against property also grew at over 40% and 30%, respectively. Housing, auto and 
infra loans grew moderately (CAGR of approximately 15%), while the gold finance and construction equipment 
finance segment remained stable during fiscals 2012 and 2017. In FY17, the overall growth declined mainly 
because of subdued growth in infrastructure sector (which constitute around 30% of NBFCs loan outstanding in 
FY17). 
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NBFCs outstanding grew at 18% CAGR since fiscal 2012 
 

 
Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 

NBFCs present across diverse asset classes; infrastructure and housing loans are the largest segments 

 
NBFC advances are skewed towards infrastructure and housing finance, which together constitute around 60% of 
overall advances. However, the share of wholesale financing and MSME loans has increased in FY17 led by y-o-
y growth of ~30% in each of them. Housing finance and microfinance segment also recorded strong growth of 
17% and 15%, respectively, in fiscal 2017. However, infrastructure loans, which have the highest share, showed 
subdued growth during the same period. 
 
Infrastructure finance and housing finance accounts for ~60% of portfolio 
 

 
 
Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 

Microfinance sector has highest GNPAs among the segments 
 

Demonetisation had impacted the asset quality of microfinance sector the most and the portfolio at risk (PAR)-90 
rose to ~8.2% in fiscal 2017. However, asset quality for housing finance and wholesale finance remained stable, 
whereas it has improved for gold loan segment owing to increase in gold price during the year. 
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Asset quality (as of March 31, 2017) is the best in housing finance sector 
 

 
 
Note: figures in above chart refers to 90 day gross non-performing assets 

Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 

Key enablers of growth for NBFCs 

 

Aggressive approach to tap the underserved segment 

 

Formal finance penetration in India has been very low mainly because of non-availability of financing options in 
rural or semi-urban areas, where the majority of funding needs were fulfilled by the moneylenders and other 
informal channels. NBFCs aggressively tapped this space as banks were reluctant to provide loans due to higher 
risk. 
 
Niche focus 

 

Banks focus on a gamut of asset classes to provide loans, but NBFCs are specialised in certain segments and thus 
are better able to focus on those. Niche market and customer segmentation have helped NBFCs to develop a 
unique methodology leading to an increase in market share. Also, NBFCs offer loan to unorganised and small 
players in the market. These players lack proper books of accounts, but NBFCs consider these unorganised players 
by looking at their cash-flow generating potential of businesses. NBFCs consider surrogates, too, to assess the 
income of borrowers. 
 
Understanding the market and customising product to customer needs 

 

As NBFCs focus on certain geography or asset classes, they are better able to understand the market economics, 
regional culture and customer needs. Unlike banks, NBFCs focus less on a rule based and more on a customised 
lending approach, where they understand customer requirements and assess their repayment ability. 
 
Cautious lending by banks due to asset quality and capital adequacy concerns 

 

Banks are facing higher Gross NPAs in their corporate loan books thus are cautious in lending aggressively to 
some sectors. CRISIL Research expects this situation to continue for some time. Also, the requirement of higher 
capital adequacy norms deter them from taking higher exposure in certain sectors. NBFCs are capitalising on this 
opportunity and increasing their market share.  
 

Higher LTV  

 

NBFCs’ offer higher loan amounts against a security when compared to banks. If a top-up is required due to some 
contingency NBFCs’ are more responsive and quicker to help with less or no additional collateral. 
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Lower turnaround time  

 
In the case of immediate requirement of funds for operations or for buying machinery for production or for 
working capital requirement, the loan processing time taken by NBFCs is lesser than banks. 
Less stringent documentation requirements 

 

NBFCs’ require less documentation and the loan appraisal process is efficient. NBFCs offer doorstep services and 
help the clients through the entire process. 
 
Retail loan outstanding share is increasing from outside the top 10 cities 

 
The total retail loan outstanding share of outside the top-10 cities has increased steadily between fiscal 2011 and 
2016 primarily led by increasing housing loan and auto demand from the tier-II and lower cities. CRISIL Research 
expects the share of top-10 cities to further reduce supported by higher affordable housing projects coming into 
smaller cities as well as increasing vehicle loan demand. 
 

Banks share in top-10 cities in 2010-11 Banks share in top-10 cities in 2015-16 

  

Note: share is calculated based on total personal loan 

market size. Data is only for banks 

Source: RBI, CRISIL Research: CRISIL Research – 

Assessment of various financial products dated February 

2018 

Note: share is calculated based on total 

personal loan market size. Data is only for banks 

Source: RBI, CRISIL Research: CRISIL 

Research – Assessment of various financial 

products dated February 2018 

 

Competitive positioning of NBFCs in different segments 

 

NBFC segment Competitive positioning 

Housing Finance Competitive interest rates, better customer service; focusing on higher yielding 
segments like Loan against property and developer loans 

Auto finance Catering to relatively less credit worthy customers, strong presence in used vehicles, 
faster processing, lower documentation, customised offering 

Gold loans Higher LTV, lower turn-around-time, lower documentation, niche focus enables 
them offer better customer experience  

LAP + MSME  Strong origination skills, superior customer knowledge, better collection 
mechanisms, faster loan processing, cash flow based credit appraisal 

Construction equipment 
finance  

Focus on Hirer/Retail segment, higher LTV offering, wide reach, flexibility in 
repayment, simple documentation, doorstep collection, lower turnaround time 

Microfinance Extensive reach, lower interest rates as compared to local money-lenders  

Wholesale finance Strong origination skills, Customised product offering and focus on real estate 
funding and  

Source: CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 
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Key growth enablers for retail finance segment 

 

Aadhaar to prevent identity fraud 

 

The Unique Identification Authority of India (UIDAI) was established on January 28, 2009, after a notification 
was issued by the Planning Commission with the target to issue an Aadhaar number to every resident of India. As 
per the Ministry of Electronics and IT, Aadhaar has been issued to over 90% of the adult population of India as 
on January 27, 2017. The Aadhaar number will be used to verify the identity of a person receiving a subsidy or a 
service. Aadhar number will help financial institutions establish the identity of the borrower and thus prevent any 
kind of identity fraud by the borrower. 
 

Credit risk mitigation by credit bureaus 

 

Credit bureaus such as TransUnion, CIBIL Limited (formerly Credit Information Bureau (India) Limited), 
Equifax and Highmark are engaged in collecting data from several financial institutions and building a 
comprehensive database that captures the credit history of borrowers. These databases are updated on a weekly 
basis. Availability of this data gives the financial institution complete information of the credit history of the 
potential borrower and thus helps in preventing fraud. Knowledge of the fact that present credit transactions will 
have an impact on availability of credit in future will foster a culture of credit compliance among borrowers.  
 

Digitisation to facilitate credit appraisal process and reduce credit costs 

 

Financial institutions take some form of collateral against the loan they grant. Many times, this collateral is the 
immovable property of our Company or its owners. Analysing the property documents in physical form and 
confirming their authenticity is a time consuming, cost intensive and tedious task for the financial institutions. 
The Government of India has taken steps to facilitate e-registration of immovable properties in India. E-
registration has provided a lot of transparency pertaining to property details and will thus facilitate credit appraisal 
process of financial institutions and help them control costs.  
 

Key regulatory distinction between NBFC and banks  

 

Given the importance of NBFCs in financial system, especially in accessing public funds and inter-connectedness 
with banking, they are subject to prudent regulations by the Reserve Bank of India. Further, rapid growth of 
NBFCs has gradually blurred dividing lines between banks and NBFCs. While the regulations are moving towards 
a convergence of norms for banks and NBFCs, there are certain differences in statutory liquidity ratio (SLR) 
requirements, applicability of cash reserve ratio (CRR) and priority sector norms. The Union Budget 2015-16 
allowed NBFCs with an asset base of ` 5,000 million and above to use the SARFAESI Act in respect of loans 
worth ` 10 million and above, thus enabling them to reduce their non-performing assets (NPAs) by adopting 
measures for recovery or reconstruction. 
 
Regulatory distinction between banks and NBFCs 
 

  NBFC - ND - SI NBFC - D Banks* (Basel - III) 

Minimum net owned 
funds 

 
` 20 million ` 20 million ` 5 billion 

Capital adequacy  
 

15.0% 15.0% 9.0% 

Tier - I capital Mar-15 7.5%# 7.5%# 7.0% 

  Mar-16 8.5% 8.5% 7.0% 

  Mar-17 10% 10% 7.0% 

GNPA recognition Mar-15 180 days 180 days 90 days 

  Mar-16 150 days 150 days 90 days 

  Mar-17 120 days 120 days 90 days 

  Mar-18 90 days 90 days 90 days 

Cash reserve ratio 
(CRR) 

 
N.A N.A 4.0% 

Statutory liquidity 
ratio (SLR) 

 
N.A 15.0% 19.5% 

Priority sector 
 

N.A N.A. 40% of advances 

Sarfaesi eligibility 
 

Yes* Yes* Yes 

Exposure norms 
 

Single borrower: 
15% (+10% for IFC) 

Single borrower: 
15%  

Single borrower: 15% (+5% 
for infrastructure projects) 
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  NBFC - ND - SI NBFC - D Banks* (Basel - III) 

Group of borrowers: 
25% (+15% for IFC) 

Group of borrowers: 
25% 

Group of borrowers: 40% 
(+10% for infrastructure 

projects) 

Standard asset 
provisioning 

Mar-15 0.25% 0.25% 0.40% 

  Mar-16 0.30% 0.30% 0.40% 

  Mar-17 0.35% 0.35% 0.40% 

  Mar-18 0.40% 0.40% 0.40% 

Notes:  

n.a: not applicable 

Minimum net owned funds for NBFC-MFI and NBFC - Factors is ` 50 million 

#currently 10% for Infrastructure finance companies and proposed to be increased to 10% for all NBFCs except - gold loan 

NBFCs, captive NBFCs and NBFCs lending to sensitive sectors, who will have to maintain 12%. 

Under phase-wise implementation of Basel III by March 2018; numbers are excluding capital conservation buffer of 2.5% 

*Union budget 2015-16 allowed NBFCs to use SARFAESI Act, NBFCs with asset base of ` 5,000 million or above, in respect 

of loans ` 10 million or above 

Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 

NBFCs lend and make investments similar to banks; however, there are a few differences: NBFCs cannot accept 
demand deposits or issue cheques drawn on themselves; they do not form part of payment and settlement system; 
and deposit insurance facility of Deposit Insurance and Credit Guarantee Corporation is not available to depositors 
of NBFCs, unlike in case of banks. 
 
In January 2014, the Reserve Bank of India aligned loan restructuring norms of NBFCs with those of banks. The 
guidelines are applicable for all NBFCs in corporate debt restructuring (CDR) as well as non-CDR (bilateral) 
cases. The guidelines stipulate provisioning to be increased to 5% for fresh accounts (flow) with immediate effect 
while in case of stock; the provisioning has to gradually increase to 5% by fiscal 2018. Restructuring of accounts 
were withdrawn from April 1, 2015, and any change in terms/conditions of lending with regards to interest rate 
and tenure would be considered as restructuring (except in cases where delay is on account of extension in date 
of commencement of commercial operations). Even Gross NPA recognition norms will be aligned with those of 
banks by March 31, 2018.   
 
New provisioning requirement for NBFCs 
 

Particulars Provisioning requirements 

On Stock of loans class as restructured as of March 31, 2015   

  ‐ as of March 31, 2015 2.75% 

  ‐as of March 31, 2016 3.50% 

  ‐as of March 31, 2017 4.25% 

  ‐as of March 31, 2018 5% 

On fresh loans sanctioned+ restructured after March 31, 2015  5% 

 
Constituents of NBFC industry in India 

 

The Indian financial system includes banks and non-banking financial institutions. Though the banking system 
dominates financial services, non-banking financial institutions have grown in importance by carving a niche for 
themselves in under-penetrated regions and unbanked segments. 
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Structure of non-banking financial institutions in India 

Note: The regulatory authority for the respective institution is indicated within the brackets. 

All-India financial institutions include NABARD, SIDBI, and EXIM Bank. 

Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 
 

Classification of NBFCs 

 
NBFCs are classified on the basis of liabilities into two broad categories: a) deposit-taking; and b) non-deposit-
taking. Deposit-taking NBFCs (NBFC-D) are subject to requirements of capital adequacy, liquid assets 
maintenance, exposure norms, etc. 
 
Further, in 2015, non-deposit-taking NBFCs with an asset size of ` 5,000 million and above were labelled as 
‘systemically important non-deposit taking NBFCs’ (NBFC–ND–SI) and separate prudential regulations were 
made applicable to them. 
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Classification of NBFCs based on liabilities 

 

Note: Figures in brackets represent the number of entities registered with RBI as of August 2017. 

Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

Key Risks 

 

Increasing competition  

 

Over the past few years, competition from banks have been steadily increasing for NBFCs. Banks are saddled 
with high NPAs from corporate loans and have thus shifted their focus to retail loans. With lower cost funds 
available at their disposal as compared to NBFCs, banks have the ability to increase their customer base at a fast 
pace.  
 

Less creditworthy customers  

 

Customers with a strong financial profile demand a lower rate of interest on credit. NBFCs cannot compete with 
banks on the interest rate factor. Thus, NBFCs have a tendency to lend to relatively less credit worthy customers. 
 
Highly susceptible to economic downturns 

 

NBFCs concentrate on weaker customer profiles (customers have single stream of cash flows) compared with 
banks as these customers are very susceptible to economic downturn. If the trough phase extends they do not have 
enough financial reserves to overcome the slack period. 
Concentration risks  

 

NBFCs generally focus on a few asset classes and/or customer segments while lending. If the asset class or 
customer segment faces any kind of downturn, the business of the NBFC would be affected to a great extent. For 
example, if the gold loans segment faces any downturn there would be heavy repercussions for NBFCs which 
specialise in loans against gold. 
 

Entry of small finance banks  

 

The RBI has granted licenses to small finance banks (SFBs), and mandates that SFBs allocate 75% of their loans 
towards priority sector lending. The entry of SFBs will result in increased competition for NBFCs. RBI has 
mandated SFBs to open 25% of their branches in unbanked rural areas, and 50% of their loans must be in the ` 
2.5 million range. SFBs could thus affect small ticket lending of NBFCs. 
 
  

NBFCs

(11,463)

Deposit taking

(NBFC – D)

(172)

Non-deposit taking

(11,291)

Systemically important 
(NBFC - ND-SI)

(220)

NBFC – ND

(11,071)
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Wholesale Finance 

 
Wholesale finance refers to large ticket size loans to meet credit requirement of corporate and other institutions 

 
Wholesale lending includes credit provided to large corporates, mid-sized companies, international trade finance 
businesses, other banks and financial institutions. It mainly comprises long term credit, of which the infrastructure 
sector has a majority share. 
 
Banks have a significant market share in wholesale lending vis-à-vis non-banking financial companies (NBFCs). 
Banks extend long and short term funding to diverse sectors. On the other hand, NBFCs have limited exposure in 
long term funding, except for certain public sector NBFCs that cater to the infrastructure sector. 
 
For the purpose of the analysis of the wholesale financing market, CRISIL Research has excluded lending to the 
infrastructure sector, and covered only loans and structured credit offered to mid-sized and large corporates in 
non-infrastructure segments. 
 
Wholesale finance NBFCs provide loans which are industry-specific (such as real estate finance), structured, and 
customised as per the needs of the client and risk appetite of the NBFC. They offer products such as promoter 
funding, mezzanine funding, structured and acquisition financing and lending to real estate developers, amongst 
others. For wholesale finance NBFCs as a whole, developer finance (or real estate lending) accounts for 
approximately 50% of the loan book, as a majority of the large players have significant exposure to this segment. 
 
The segmentation of wholesale finance offered by NBFCs is as follows: 
 

Real Estate Lending 
Secured corporate loans 

(includes structured finance) 
Capital market lending 

• Provides customised and 
structured loans to real estate 
developers for pre-
approval/land financing and 
construction of commercial 
and residential properties 
 

• Last stage financing for 
inventory funding 

• Customized financing 
solutions to meet working 
capital and growth finance 
needs of corporate clients 

 

• It includes: 
a. Vanilla term loans 

b. Working capital loans 

c. Structured finance 

• Provides finance against 
capital market securities to 
customers to meet their 
liquidity requirements 
 

• It includes: 
d. Promoter funding 

e. IPO funding 

f. Mezzanine financing 

g. Special situation and 

acquisition financing 
Source: CRISIL Research – Assessment of various financial products dated February 2018 

 

Wholesale finance market expanded by 9% CAGR in the past five years 

 

CRISIL Research estimates the market size of wholesale financing to be approximately ₹ 25 trillion as of March 
2017. The market has grown at a compounded annual growth rate (CAGR) of 9% between fiscals 2012 and 2017, 
reflecting the increasing caution of banks in funding corporates, given high delinquencies and capital constraints. 
As banks currently account for 90% of the market, slowdown in advances by banks has pulled down market 
growth. 
 
On the other hand, NBFCs and housing finance companies (HFCs) continue to see strong growth in their 
wholesale financing books. Between fiscals 2012 and 2017, wholesale loans outstanding of NBFCs and HFCs 
together grew at a CAGR of 25% to 30%. Consequently, their market share expanded to 9% from 5%. 
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Poor bank credit growth slowed down industry growth 
 

E: Estimated 

Note: Industry numbers exclude infrastructure and SME finance for banks and NBFCs, but includes developer loans as well 

as other corporate loan portfolio of HFCs. 

Source: Reserve Bank of India (RBI), CRISIL Research – Assessment of various financial products dated February 2018 

 
Banks continue to comprise major share of loan outstanding of wholesale finance segment; near -equal split 
between NBFCs and HFCs 

E: Estimated 

Note: HFC portfolio includes only developer loan and other corporate loan 

Source: CRISIL Research – Assessment of various financial products dated February 2018 

 
Wholesale financing NBFCs gain market share through innovative product offerings and strong relationship 

with corporate 

 

The assets under management (AUM) of wholesale financing NBFCs (excluding HFCs) have grown at a robust 
CAGR of 31% from fiscal 2012 to 2017, have touched ₹ 1.3 trillion in March 2017. Though banks’ interest rates 
are lower by 250-350 basis points, NBFCs have an advantage over banks by offering more complex and structured 
deals. Banks have also been cautious in lending owing to rising non-performing assets (NPAs). The majority of 
the portfolio of NBFCs is from tier I cities, which include Mumbai, Delhi, Bengaluru, Chennai, Ahmedabad, 
Pune, NCR, and Hyderabad. 
 
The strong growth of NBFCs can be explained by the following factors: 
 

• Customised solutions: NBFCs offer customised loan structures with features such as interest moratorium and 
bullet repayment schedules, which are not offered by banks. In addition, NBFCs also often extend credit to 
developers for land financing and early stage project financing. 

 

• Lower turnaround time: Customers often require funds in a timely manner for funding business growth and/or 
managing liquidity crunch. NBFCs are able to meet the requirement of such clients due to their faster 
turnaround time. On average, NBFCs disburse large ticket loans to new customers within 45-60 days. 
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• Slow decision-making process in PSBs: Decision-making cycles in some public sector banks (PSBs) has 
elongated considerably, owing to risk aversion and fragile capital position. This has also contributed to the 
growth of NBFCs. 

 

• Strong client relationships: Some NBFCs have strong client relationships owing to their presence in allied 
businesses, or because they are supported by well-established parent companies. This aids them in both 
securing business and in risk assessment. 

 
Strong growth in NBFC loan outstanding 

E: Estimated 

Note: Excludes HFC portfolios 

Source: CRISIL Research – Assessment of various financial products dated February 2018 

 

Real estate financing comprises major share of wholesale credit 

Source: CRISIL Research – Assessment of various financial products dated February 2018 
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Key risks faced by the sector are: 

 

• Chunky Portfolio: The portfolio in this segment is fairly concentrated with top 20 exposures accounting for 
over 50% of the loan outstanding. Consequently, a few slippages in this segment can result in high level of 
gross NPA’s. 

 

• Cyclicality in real-estate sector: Due to the high exposure of top players in developer lending, downturn in 
the sector due to its cyclical nature can result in high delinquencies. 

 

• Market Volatility: Products offered by wholesale NBFCs like promoter funding is backed by shares as 
collateral from its founders or promoters. The price of this collateral fluctuates due to change in market value 
of shares which can reduce the LTV of the collateral. 

 

• Risk associated with developer lending: The risk in developer finance is a function of developer quality and 
the time that financing is done. NBFCs catering to this segment have a significant loan book in land financing 
and pre-approval stage financing which are considered riskier because delay in approval can lead to 
borrowers’ defaulting on loans. 

 
The ticket size of loans offered by NBFCs generally varies between ₹ 50-500 crore. NBFCs mitigate the risk in 
high ticket size loans by adopting stringent structuring of financial product offered and putting in place adequate 
covenants.  
 
Some measures commonly adopted are: 
 

• Collateral cover of approximately 2 times and some amount of cash cover as well 

• Cross collaterisation with personal assets of the promoter 

• Securing escrow against project cash flows 

• Micro market level risk assessment, especially for developer finance 

• Stringent, regular monitoring of projects 
 
NBFCs also very often sell down loans originated by them to other financiers (banks as well as other NBFCs) to 
control the risks taken on their balance sheet. 
 
Business is generally sourced through the direct sales team comprising of senior management personnel. Interest 
rates charged generally vary between 12-19%, with the average being in the range of 14-16%. Key considerations 
influencing the interest rate include: the promoter’s background, financial health, payment structure and collateral 
offered. 
 
While NBFCs have put in place risk mitigants, the portfolio of NBFCs continue to be fairly concentrated, with 
the top 20 exposures generally accounting for approximately 50% of loans outstanding. 
 
High reliance on direct sales teams to source large ticket size deals 

Source: CRISIL Research – Assessment of various financial products dated February 2018 
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Top four players account for over half of NBFC outstanding loans 

 
The top four NBFCs in wholesale financing are: Edelweiss Financial Services Ltd, Piramal Group (includes 
Piramal Enterprise Ltd and Piramal Finance Pvt Ltd), Aditya Birla Finance Ltd and Tata Capital Financial 
Services Ltd. These four players together account for approximately 53% of the overall NBFC wholesale 
financing. 
 
However, the focus of different NBFCs varies. For example, Piramal has a greater presence in developer finance, 
while Tata Capital and Aditya Birla Finance have a higher share in corporate loans, given their ability to offer 
slightly lower interest rates. 
 
Wholesale financing book of NBFCs to grow at 20-25% CAGR 

 

CRISIL Research anticipates wholesale financing by NBFCs to grow at 20-25% CAGR during fiscal 2017 to 
2022, to ₹ 3.5 trillion by fiscal 2022. CRISIL Research also expects new players to enter the market, given 
emerging opportunities in areas such as affordable housing. Increased need for funds post implementation of the 
Real Estate (Regulation and Development) Act, 2016 (RERA) and the inability of PSBs to lend, would act as key 
growth catalysts in the near term. 
 
Robust credit growth to continue for wholesale financing NBFCs 
 

E: Estimated; P: Projected; Source: CRISIL Research 

Source: CRISIL Research – Assessment of various financial products dated February 2018 

 

Impact of RERA 

 

RERA has brought in a sense of disquiet to the real estate sector, which is already grappling with lower sales and 
lengthening in working capital cycles. This uncertainty is likely to continue for another 6-12 months as the market 
adjusts to RERA implementation. Meanwhile, funding opportunities for property developers would increase as: 
 

• Developers need to set aside 70% of the sale proceeds from a particular project only for constructing that 
particular project; for new projects or for growth capital, fresh funding would be required. 

 

• Before RERA implementation, property developers cannot sell a project before getting the requisite 
approvals; this would also increase the need for funding at the pre approval stage. 

 

• Some developers whose projects are at an advanced stage of construction are opting for additional funding to 
accelerate project completion and begin sales thereafter (as projects with occupation certificates are not 
subject to goods and services tax (GST), whereas GST of 12% is payable on under construction projects). 

 
All states are, however, not yet in rhythm with the central RERA and scheduled timelines. Though most states 
and all union territories have notified their respective state RERA rules, many states are yet to form a permanent 
RERA authority. In addition, only a handful of state RERA websites are operational and have started publishing 
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project information online. Dilution of ‘ongoing projects’ definition in the RERA regulations notified by some 
states is also a matter of concern. 
CRISIL Research expects that in the long-term, effective implementation of RERA will benefit the real estate 
sector, as it is expected to result in improved transparency and timely delivery. CRISIL Research also expects 
RERA to put an end to fund diversion, and transform the real estate sector into a more organised and trustworthy 
one and reinstate the confidence of end users towards the market. Furthermore, financial institutions will have 
more confidence in lending to builders/developers on account of the regulatory authority, and the stringent rules 
to be complied with. 
 
MSME Finance 

 

NBFCs/HFCs have grown faster compared to banks 

 
Micro, small and medium enterprise (MSME) credit, including loan against property (LAP), rose at 12-13% 
compound annual growth rate (CAGR) over fiscal 2012 to 2017 to around ₹ 14 trillion. Growth of MSME credit 
(including LAP) outpaced banking system’s industry credit which grew at 6.7% CAGR, over fiscal 2012 to 2017. 
Bank MSME credit grew a slow 7-9% annually until fiscal 2013. In fiscal 2014, though, bank MSME credit 
growth picked up, driven by a revival in demand, especially during the second half of fiscal 2014. However, this 
was an aberration; bank MSME credit growth slowed to 5-7% CAGR once again (fiscal 2015 to 2017) on 
mounting concerns over asset quality, capital issues with public sector banks (PSBs) and demonetisation. 
 
Non-banking financial companies’ (NBFCs) and Housing Finance Companies’ (HFCs) loan-book growth 
outpaced MSME credit growth of banks, over fiscal 2012 to 2017, growing at a CAGR of 32%. NBFCs and HFCs 
credit growth was also impacted in the second half of fiscal 2017 due to demonetisation, as cash, which is an 
integral part of the daily operations of small and medium enterprises (SMEs), especially wholesale and retail 
traders, was in short supply. 
 
MSME credit growth trend 
 

 
 
E: Estimated; Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 
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NBFCs/HFCs AUM growth vis-à-vis banks 
 

 
E: Estimated 

Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 

Key differences between MSME loans and LAP 

 
Financiers offer secured as well as unsecured MSME loans. Security in MSME loans is majorly provided through 
a mix of primary and secondary collateral. Primary collateral include: Plant & Machinery and current assets of 
the MSME etc. Secondary collateral includes: immovable assets (commercial & residential properties) and shares 
etc. 
 
LAP is a secured loan which is provided solely on the basis of security of property (commercial, residential, 
industrial properties or plot) of the loan applicant. While these loans are generally used for business purposes, no 
other business collateral (equipment, stocks) is taken. 
 
Banks dominate, but NBFCs and HFCs’ market share in overall MSME credit expanding 

 
Banks dominate the MSME lending market, with PSBs leading the pack. But their share has been steadily 
declining. PSBs’ credit growth has weakened because of concerns over mounting bad debts. As of March 2017, 
NBFCs and HFCs together accounted for approximately18% of outstanding SME loans, as compared to 8% as on 
March 2012. 
 
Compared with banks, NBFCs and HFCs have niche focus and, hence, are able to grow their MSME portfolio at 
a much faster rate. Also, NBFCs specialise in offering customised products, based on their better understanding 
of the market. In contrast, banks prefer having standardised products, especially in the retail loan segment. This 
might not suit MSMEs with specific credit needs. 
 
NBFCs and HFCs are more aggressive, in terms of turnaround times, for sanctioning and disbursement of loans 
as well. NBFCs usually take 1-2 weeks to sanction and only 3-4 days to disburse a loan, while private banks take 
3-4 weeks to sanction a loan and another 1-2 weeks for disbursement. The duration is even higher in the case of 
PSBs. PSBs typically take 6-7 weeks for sanctioning a loan and another 2-3 weeks for disbursement. NBFCs and 
HFCs also offer higher loan-to-value (LTV) as compared with banks, which gives them a competitive advantage. 
 
Furthermore, NBFCs and HFCs have strengthened their presence in semi-urban and rural areas, giving them 
extensive regional presence, and enhances their understanding of local markets. 
 
While banks have started making inroads into the retail loan market, compelled by a slowdown in corporate loans, 
they usually leverage on their branch networks for sourcing customers for LAPs via customer walk-ins. NBFCs 
and HFCs, on the other hand, utilise direct sales agents (DSAs), who directly go to customers for LAP. 
 
NBFCs share in MSME credit (excluding LAP) has gradually increased from 2.4% in fiscal 2012 to 7.7% in fiscal 
2017. In LAP market NBFCs and HFCs accounted for 51% of the share as of March 2017. CRISIL research 
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believes that, with new specialised players coming into this highly lucrative market, banks will have to become 
more aggressive or they could see a substantial fall in their market share, going forward. 
 
MSME credit of NBFCs/HFCs to sustain impressive growth trajectory 

 

CRISIL Research expects MSME credit (including LAP) to grow at 10-11% CAGR from fiscal 2017 to 2022 to 
₹ 23,601 billion. CRISIL Research also expects NBFCs/HFCs’ MSME credit growth (including LAP) to reach a 
higher CAGR of 21-22%. CRISIL Research further expects that by fiscal 2022, NBFCs/HFCs share in MSME 
credit will reach 28%. 
 
NBFCs are acquiring bank customers by offering them higher loan amount, better service, faster turnaround time 
and lesser documentation requirement. Also, NBFCs are enhancing focus on smaller cities and towns due to lower 
competition and high latent demand. The loan book of NBFCs is also growing as they are replacing credit typically 
extended by the unorganised sector. Additionally, NBFCs have improved their operating efficiencies by 
increasing online presence and using analytics to analyse the creditworthiness of customers, and focusing on 
building relationship with MSME customers 
 
MSME credit growth from fiscal 2017 to 2022 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

E: Estimated; P: Projected 

Source: RBI, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 
In fiscal 2017, credit growth was subdued as demand weakened post demonetisation. CRISIL Research expects 
growth to pick up in fiscal 2018 and 2019 as businesses adjust to policy changes like the Goods and Services Tax 
(GST) and consumer spending increases. With banks shifting focus away from large corporate loans, competition 
will intensify in metros and tier I cities. 
 
Growth drivers: MSME credit (including LAP) 

 
Low credit penetration 
 
The majority of the MSMEs in India do not have access to institutional finance. These MSMEs are either self-
financed or take credit from the unorganised sector. This untapped market offers huge growth potential for 
financial institutions.  
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The breakdown of sources of funds for MSMEs is as follows – 
 

Source: Sources of finance for MSMEs (6th Economic Census, 2013) 

 

Improvement in economic scenario to boost funding needs of small businesses 
 
MSME credit is largely extended to self-employed borrowers running small businesses, who mainly utilise funds 
for purchase of assets and expansion, and as working capital. CRISIL Research expects demand for funds from 
small businesses to grow, along with an improvement in the economic scenario, contributing to an increase in 
disbursements. 
 
Lower competition prompts players to eye smaller cities 
Competition in metros and tier I cities is intense as all major players, including banks, vie for market share. Also, 
MSME loans are popular in metros and tier I cities due to high concentration of businesses. However, with rising 
competition, players are expanding to smaller tier II cities, where competition in lower. The Reserve Bank of 
India (RBI) has issued licences to small finance banks. It has mandated that 75% of the lending by small finance 
banks (SFBs) will be to the priority sector. To fulfil this objective, SFBs must open at least 25% of their branches 
in unbanked rural areas. CRISIL Research expects that this step will ease credit availability for MSMEs and will 
improve credit availability in smaller cities. 
 
GST to boost SME lending 
 
CRISIL Research expects transparency in transactions of MSMEs to improve, as compliance with GST will 
compel MSMEs to bring their transactions on record. This will improve the quality of books of accounts, thus 
improving the credit worthiness of MSMEs. This will ease the credit appraisal process and lower the credit risk 
for financial institutions. Due to improvement in quality of books of accounts, financial institutions will be able 
to lend to the MSMEs in unorganized sector which were previously unable to get credit due to improper books of 
accounts or an absolute lack of them. This will open up the previously untapped credit demand for the financial 
institutions thus leading to robust expansion of MSME credit market. 
 
Credit guarantee fund scheme extended to cover NBFCs 
 
One of the major reasons for MSMEs being credit starved is requirement of collateral against loan by banks or 
other financial institutions. This collateral is not easily available with such enterprises, leading to high risk 
perception and higher interest rates. To address this issue, the Government of India has launched the credit 
guarantee fund scheme to make collateral-free credit available to micro and small enterprises. This scheme has 
been extended to cover systematically important NBFCs as well from January 2017. To be eligible under this 
scheme, NBFCs should be making profit for preceding 3 fiscal years at the time of enrolment for this scheme, 
should have long term credit rating of at least BBB and should meet few others specified performance related 
parameters. Overall limit under the guarantee scheme is also enhanced to ₹ 20 million. 
 
Stable real estate prices a positive for LAP 
 
Demand for LAP is highly correlated to property prices and the real estate market. Stable property prices in tier I 
and metro cities will support growth of the LAP market. 
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NBFCs enjoy strong profitability due to higher yields and controlled credit cost 
 
Profitability as of fiscal 2017 
 

Note: The figures for profitability are indicative in nature and would vary based on the type of MSME and ticket size 

Source: CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 
NBFCs enjoy 3.0-3.3% net profitability in MSME lending as of fiscal 2017 because of higher yields as well as 
strong appraisal and collection systems (which controls credit cost). Profitability has come down due to increased 
competition. Operating expenditure is high due to increased efforts in getting new business. DSA payouts range 
0.5-1.5% and get added to operating expenditure. Increased competition has already brought yields under pressure 
and gross non-performing assets (GNPAs) could remain high due to challenges in collection and MSMEs facing 
issues related to GST. Going forward, the cost of funds is expected to come down and CRISIL Research expects 
profitability to remain healthy but under pressure. 
 
Profitability of NBFCs and HFCs in LAP lending: Lower post-tax RoA a result of pressure on yield, rise in 
operating and credit costs 
 
Profitability as of fiscal 2017 

Source: CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 
Post-tax return on assets declined in fiscal 2017 due to pressure on yields as well as increase in credit cost by 30-
40 bps. Increasing cases of balance transfer with higher top-up has also impacted asset quality. Operating expense 
for players offering LAP is higher despite the bigger ticket size, as they have to pay higher commissions to DSAs. 
Also pushing up operating expenses is expansion into lower-tier cities (where average property prices are lower). 
About 65-70% of the LAPs given by NBFCs and HFCs are sourced through DSAs. Credit costs are also high for 
LAP financiers, as borrowers have a risky credit profile and the end-use is not monitored. 
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Trend in GNPAs for LAP 
 

Source: CRISIL Ratings, CRISIL Research: CRISIL Research – Assessment of various financial products dated February 2018 

 
Key risks 
 
Operational and market risks faced by SMEs 
 

 Structural changes rendering SMEs uncompetitive 

 Lack of skilled manpower 

 Dependence on few clients 

 Vulnerability to industry cycles 

 Currency volatility 

 

Challenges faced by financiers lending to MSMEs 
 

 Lack of information 

 Identification of focus sectors and key risk factors 

 Increasing proportion of higher risk commercial properties in case of LAP 

 High balance transfer in case of LAP 

 About one-third of portfolio at either high-ticket size or high LTV for LAP 

 Non-standardised property valuation for LAP 

 Challenges in liquidating collateral in case of LAP 

 

Construction Finance 

 
NBFCs increasing share in developer financing 

 

Developer finance market is estimated to be around Rs 3 trillion as of FY17. Of the total share, banks account for 
60% whereas NBFCs and HFCs accounts for the remaining market share. Though banks’ interest rates are lower 
by 250-350 basis points, NBFCs and HFCs have swiftly increased their market share. There is a huge credit 
demand in the MSME segment as small and medium size companies accounts for 25 to 30% of total rated debt 
outstanding.   
 
The strong growth of NBFCs and HFCs can be explained by the following factors: 
 

 Customised solutions: NBFCs offer customised loan structures with features such as interest moratorium and 
bullet repayment schedules, which are selectively offered by banks. In addition, NBFCs also often extend 
credit to developers for land financing and early-stage project financing.  

 

 Lower turnaround time: Customers often require funds in a timely manner for funding business growth and/or 
managing liquidity crunch. NBFCs are able to meet the requirement of such clients due to their faster 
turnaround time. On average, NBFCs disburse a loan to a new customer within 45-60 days.  
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 Slow decision-making process in public sector banks: Decision-making cycles in some public-sector banks 
(PSBs) has elongated considerably, owing to risk aversion and fragile capital position. This has also 
contributed to the growth of NBFCs. 

 

 Strong client relationships: Some NBFCs in this space have strong client relationships due to their presence 
in allied businesses, or because they are supported by well-established parent companies. This aids them in 
both securing business and in risk assessment. 

 
CRISIL Research anticipates developer financing by NBFCs to grow at 23-26% annually over the next two years. 
Increasing need for funds post implementation of the Real Estate (Regulation and Development) Act, 2016 
(RERA) and the inability of PSBs to lend aggressively, would act as key growth catalysts for NBFCs in the near 
term. Besides this, it is expected that new players will also enter the market due to emerging opportunities in areas 
such as affordable housing, thereby aiding growth to the segment. 
 
Equipment finance 
 

The market mainly comprises financing of IT (computer and telecom) & office equipment, printing and packaging 
equipment, plastic industry related machinery, plant and machinery for other industries, and generators. During 
FY13 and FY17, printing and packaging grew fastest at a CAGR of 22-25%. Other segments grew at a CAGR in 
the range of 18-20%. Based on the industry interactions in few large cities, NBFCs have 65-70% share in 
equipment finance and the remaining share is with banks. We expect the growth to remain healthy at 18-20% 
annually in next two years owing to increasing demand and various structural reforms giving boost to economy. 
 
Based on the industry interactions in few large cities, NBFCs have 55-60% share in equipment finance and the 
remaining share is with banks. NBFCs have a clear edge over banks in equipment financing due to their niche 
focus and greater understanding of technology and equipment. Furthermore, their loan processing is faster (in 
principal approval given in 2-3 days with disbursement of loans within 7 days). NBFCs also have SME cluster 
based approach to target and acquire customers which also help them gain market share. 
 
Growth drivers 

 

 The investment cycle in India, which has been muted for the last few years, is set to pick up in the medium-
term as economic growth slowly gains traction as a result of structural reforms being implemented. This 
should provide a boost to equipment financing. 

 

 For businesses staying updated with the latest technology is a must, and this needs investment. Financing 
helps in acquiring newer and highly priced equipment. 

 

 In India the MSME Sector is underserved & starved of financial support. Most of the time, these businesses 
are not eligible for loans from banks. 80% of the printing and packaging equipment customers belong to 
MSMEs. Similarly in plastic production over 80% of the firms are MSMEs. This unmet demand provides 
significant opportunities for growth to specialized NBFCs.  

 

 With advanced technology, automation and increasing imports, equipment prices are also increasing leading 
to increase in average ticket size. 

 
Equipment segment specific growth drivers  

 

Machine tools: Most of the Indian machine tool producers are ISO certified, which makes them easily eligible for 
machine finance. CNC machine finance /loan is on the rise. The reason behind this is that CNC systems make it 
possible for programmable logic controllers (PLCs) and microprocessors to function in parallel.  
 
Printing: The Indian printing industry has gradually progressed from using heavy machinery to being more 
software-centric. With technologies and applications on the rise, print shops have recognised the need for change, 
and are increasingly turning to equipment financing.  
 
Packaging: Consumption of packaged goods is growing with increasing consumer preferences. Due to the high 
and growing demand from packaging end-user like beverages, vegetables, food and food grains, dairy and 
pharmaceuticals, the need for packaging equipment financing is expected to grow at a healthy pace.  
 




