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Shri V. C. Padmanabhan
(1916-1986)

ShriV. C. Padmanabhan belonged to the coastal fishing village of Valapad in Malabar district of the
erstwhile Madras Presidency. He was committed to uplifting the economically weaker sections
of the society, particularly the farmers, fishermen and agricultural labourers in his community. In
1949, he decided to help the people of his village by setting up his own small business of providing
loans against the security of jewellery at affordable rates to those who did not have the capacity
to approach banks. Thus began the story of Manappuram Finance Limited (MAFIL).

From then until now, the Company has won the trust of many a customers and has played a
pivotal role in taking organised lending to underprivileged people.

Driven by Shri Padmanabhan'’s values of trust and integrity, Manappuram Finance is transitioning
to a full-fledged non-banking financial company (NBFC) that will continue to exceed customer
expectations and help them fulfil their aspirations. Our core strengths of customer centricity,
stakeholder integrity and quick adoption of top-notch technology for seamless operations will
help us stay ahead of the curve.

We will always look up to Shri Padmanabhan and stay true to his values for all our endeavours.



Manappuram Finance is one of India’s
leading gold loan non-banking financial
. companies (NBFCs). We are dedicated
to serving the financial needs of India’s
aspiring classes and introducing them to
forma{_ finance channels. With customer
centricity and digitalisation at the core,
we are leading by example and setting
benchmarks in India’s NBFC industry.
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Gold loan

AUM Net interest

® 12.4% y-o- income
P9 ®13.2% y-o0-y

X 191
billion

86.95 3 17,249
million

Assets under
management (AUM)

® 7.9% y-o0-y

Profit after tax (PAT)**
Book value ®16.5% y-0-y
per share
@ 26.6% y-0-y Net profit: PAT [before other comprehensive income (OCI) and

miscellaneous income (Ml)]
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Innovating for the new normal

The world as we know it has fundamentally changed over the last year. As
people and businesses try to cope with the COVID-19 pandemic, the need to
adapt is becoming increasingly important, and innovation is at the centre of this
adaptation.

Innovating in the right and responsible manner - using technology to solve
problems - can help us navigate the crises and adapt to the new world order.

';_:%, At Manappuram Finance Limited (MAFIL), we understood the importance of

i innovating .and evolving according to the changing times, even before the

= - pandemic began. Tech gy was, and continues to be, deeply embedded in our
- processes and services.

" During the pandemif:, we further accelerated our innovation processes to adapt
. tothe new normal:

« We aﬁ&ively expanded the reach of our Online Goal Loan (OGL) product
through, an'app, which made it easy for offline gold loan customers to
convert to OGL, with all the attendant advantages

 We launched Doorstep gold loan; our executives visited customers,
completed the requisite formalities and disbursed the loan on the spot

» We went paperless and leveraged the power of the digital.

 Qur training platform went fully online through an in-house developed
comprehensive learning management system.

Our strong foundation in innovation made this transition comparatively easy for

us and we continue to provide seamless services to our customers despite the
hurdles that come up our way.
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Our many firsts

First NBFC in Kerala to receive a Certificate
of Registration issued by the Reserve Bank of

India (RBI)
First Kerala-based NBFC
to receive investment
from foreign institutional . .
. . First NBFC in Kerala to
Fll h
It?(/eeStO::seleb(ratZZj WgE obtain the highest short
fund, Sequoia Capital, Ferm Ic(;zflbitratmg of Al+
investing ¥ 700 million, rom
along with  Hudson
Equity Holdings in 2007.
0&. First Kerala-based NBFC to offer ESOPs
.U‘ (Employee Stock Option Plan) to our middle
L{q_,j and senior management functionaries
First to come up with
One of the earliest to v?/ﬂi;gagorrowelrgterzg\s/(ta
adopt the ‘core banking’ the option of settling
platform a gold loan at their
earliest convenience
First gold loan company to raise finance N
through the securitisation and assignment &

route in a tie-up with ICICI Bank
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Strong foundations

The idea of stemmed
from the intent of helping those less fortunate.
Providing loans to those who didn't have
access to banks became our purpose and the
foundation on which the business was built.
Over the years, we have achieved unparalleled
growth - supported by our values of trust and
integrity,unwaveringfocusoncustomers,technology
advantage and a passionate and determined Board.
With our solid foundation, we are ready to face
challenges, make the most of opportunities
and continue serving our customers.
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About Manappuram Finance

The seeds of Manappuram Finance Limited (MAFIL) were sown in 1949 in the newly independent
India when Shri V. C. Padmanabhan started offering small loans to the people of his village of Valapad.
Many years later, MAFIL is one of India’s leading gold loan NBFCs.

From a purely gold loan lending company to a diversified financial services provider, we have grown by leaps and bounds. With
a strong and expanding national footprint, robust digital capabilities and skilled workforce, we cater to the financial needs of our
customers and will continue to do so with renewed vigour.

On the back of our strong foundation and staunch determination, we weathered the uncertainties posed by the COVID-19 pandemic
and provided seamless services to our customers in the new normal.

S

Share of new
businesses

el etol
Employees
®

Diversified
business verticals

4,637 )
° b o

Live customers

gl 3

Branches
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Vision
To become the preferred choice of financial services partner for India's aspiring classes, meeting the full range of

their credit requirements, and helping India become a financially inclusive society where every citizen has ready
access to formal channels of finance.

Mission
MAFIL is dedicated to the mission of bringing convenience to people’s lives, to make life easy. We offer secured and

unsecured credit to meet their varied financial needs, from instant gold loans available 24x7 and accessible even at
the doorstep, to microfinance, affordable home loans, vehicle finance and more.

Values

Integrity

At MAFIL we value our reputation for integrity in our dealings. We set great store by ethical values and transparency.
We take pride in following the laws of the land in letter and spirit.

Unrelenting customer focus

We treat our customers with the utmost fairness. No matter what their economic status is, we offer everyone
prompt and courteous service, with high levels of transparency.

Cutting-edge technology

Technology is central to our vision. We continue to invest heavily in technology to enhance customer experience
and drive efficiency in operations. We believe in tech-led innovations to deliver seamless and responsive financial
services of ever greater value to customers.

Credit ratings

Manappuram Finance Limited Asirvad Micro Finance Limited Manappuri?:nli-tlgane SISHES

Long term: AA (Stable) by CRISIL

Long term PP MLD : AA T (Stable)
by CRISIL

Long term: AA+ (Stable) by
Brickwork Ratings

Long term: AA (Stable) by CARE
Short term: A1+ by CARE

Commercial paper: Al+ by
CRISIL, CARE

Long term: AA- (stable) by CRISIL

Long term: AA- (Stable) by
Brickwork Ratings

Long term: A+ (Stable) by CARE

Short term: A1+ by CRISIL

Long Term: AA-(Stable) by CRISIL
Short Term: Al + by CRISIL
Long Term: AA- (Stable) by CARE

Long Term: AA- (Stable) by
Brickwork Ratings
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Journey

From the small village of Valapad to having a pan-India presence, we have traversed an adventurous journey over
nearly 30 years. Today, Manappuram Finance is a name synonymous with ‘gold loans’.

Our customers vest exceptional trust in us to keep their most precious asset — gold — secure and offer loans in return to meet their
needs. We have gained this trust gradually overtime, through various technology and product innovations, and continue to prove
ourselves worthy of their trust.

Year Milestones

Incorporated in Valapad village in Thrissur

First public issue of shares for ¥ 17.5 million with listing on the Bombay, Madras and
Cochin stock exchanges

The RBI permits accepting public deposits

Major policy change sees MAFIL shifting its focus to gold loans

The beginnings
(1992-2000)

Commences forex business with maneychanger’s license from the RBI

Laying the foundation - Declares rights issue in 2003

(2001-2005) - Attracts institutional funding for the first time, with ICICI Bank sanctioning working
capital facility of ¥ 250 million under a ‘bilateral assignment’

Fullerton India / Temasek sanctions credit Llimit of ¥ 500 million, enhances the limit

to ¥ 4.8 billion within a year

Receives foreign institutional investment (FII) of ¥ 700 million from Sequoia Capital
Strengthening the foundation and Hudson Equity Holdings
(2006-2010) - Total business volumes of ¥ 10 billion in 2008

- Total business volumes cross ¥ 50 billion in 2010
Raises ¥ 1.25 billion through QIP
Opens its 1,007 branch in Thrissur

AUM grows to ¥ 75 billion in 2011 and crosses X 100 billion in 2012

Branch network reaches 2,908, with more than 850 branches added in 2012
Pioneers introduction of shorter tenure loans (3-9 months) with lower loan-to-value
(LTV) for longer tenure loans based on RBI stipulation on LTV

Acquires ownership of Milestone Home Finance Private Limited from Jaypee Hotels
Diversifies into home loans and commercial vehicle finance

Acquires Asirvad Micro Finance

Introduces online gold loan (OGL) in October 2015, becoming the first in the industry
to do so

Expanding by leaps and bounds
(2011-2015)

Acquires 100% ownership of Manappuram Insurance Brokers

Reaches 5.1 million live customers

Expands reach to a total of 24 states and 4 union territories with 4,637 branches
Preparing for the future - Commercial vehicles business achieves ¥ 10 billion AUM
(2016-2021 - The microfinance business enters the North Eastern region

Introduces OGL and Doorstep gold loan mobile application

The company’s first issue of US Dollar bonds ($300 million) listed on Singapore

stock exchange

Annual Report 2020-21 ||[JFEREET
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Businesses
For our customers’ diverse needs

1. Gold loans
A wide range of schemes to suit diverse customer needs
No end-use restrictions
Doorstep gold loan extended across India

Loan-to-value (LTV) linked to loan tenure

Online gold loans (OGL)
Gold loans offered at the convenience of the borrower
Gold loans of up to ¥ 15 million offered online
Easy documentation, instant approval, convenient 24X7 online repayment
Hassle-free, paper-less transactions
Free, safe custody of gold
2. Asirvad Micro Finance Limited
MFI loans through our subsidiary — Asirvad Micro Finance Limited
Types of loans
Income generating programme (IGP) loan
Product loan

MSME loan
Gold loan

3
b.
C.
d
Loan tenure up to 24 months
3. Housing finance
Home loans through our subsidiary — Manappuram Home Finance Limited
Focus on affordable housing loans for mid- to low-income group
Average loan size of ¥ 1.5 million
4. Vehicle and equipment finance
Auto loans (cars)
Loans for new/used vehicles
Minimum loans starting from ¥ 1,00,000
Maximum tenure - 84 months new vehicles and 60 months used vehicles
Two-wheeler finance
Loans for new/used vehicles and refinancing

Minimum loans starting from ¥ 1,00,000

Maximum tenure — 60 months

II Innovating for the new normal



CX oo ACE |
Overview :

Construction Equipment finance
Loans for new/ used construction equipment
Minimum loans starting from ¥ 1,00,000

Maximum tenure — 84 months new vehicles and 60 months used
vehicles

Farm Equipment finance (Tractors)
Loans for new/used farm equipment

Minimum loans starting from ¥ 1,00,000
Maximum tenure — 60 months

Others

MSME finance

Loans are provided against property as collateral and against Rent
Receivables

Loan amount ranging from ¥ 1,00,000 to X 1.5 million
Tenure of loan ranging from 12 months up to 120 months
Average Turnaround time (TAT) - 3 to 6 days
Forex and money transfer
Fast, easy and safe money transfer
No bank account needed for amount up to ¥ 50,000
Send cash anywhere in India within seconds
Send money abroad
Authorised Dealer Category - Il Licence from the RBI
Insurance broking
Earned ¥ 92.49 million revenue from broking operations

Gross income of the Company for FY 2021 decreased to
% 99 million as compared to ¥ 150.24 million for FY 2020
due to the pandemic

PAT for FY 2021 was % 29.032 million compared to ¥ 73.29 million
for FY 2020

Claim settlement ratio for FY 2021 stood at 93.50%

Engaged more than 7,000 point-of-sale agents pan India, which
helped in business penetration; in the retail channel as well, the
Company managed to issue more life insurance policies

Moved to the online platform of Masuraksha, an ISNP platform of
Manappuram Insurance Brokers Limited, which has made possible issuance
of insurance policy in just a few clicks

Set up a strong customer service team, which assists customers for
renewal, claims and grievances
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Dear Shareowners,

| am delighted to share with you our
29" Annual Report for the financial
year ending March 31, 2021. The trust
of our customers and the dedication
of our employees helped us achieve
profitable growth in an especially
turbulent year. Our consolidated AUM
grew by 792% to ¥ 27224 billion,
and net profit improved by 16.53% to
3 17,249.5 million, the highest ever.

FY 2021 witnessed a once-in-a-century
crisis in form of the COVID-19 pandemic.
The lockdowns that followed disrupted
almost  every  economic  activity.
Economies around the world went into a
tailspin and economic activity contracted
sharply. Authorities responded to the
crisis with large monetary and fiscal
stimulus plans to safeguard lives and
livelihoods. Globally, the fiscal stimulus to
combat the pandemic has topped trillions
of dollars and expansionary monetary
policy has supported growth to a large
extent. As a result, the world economy is
gradually heading towards revival.

|l

IMF revised its forecast for the global
economy, which is estimated to contract
by about 3.5% in 2020, an upgrade from
its previous prediction of -4.5% made in
June 2020.

The lockdowns imposed to combat the
spread of the virus had a devastating
impact on the Indian economy at a time
when it was already facing a slowdown.
COVID-19 exacerbated the situation
with the economy’s growth rate tipping
over into negative territory. Since then,
there were signs of a sharp recovery as
well, driven by a significant uptick in the
manufacturing and construction sectors.
Investment demand grew by 2.6% in
Q3 FY 2021 after showing lacklustre
performance for several quarters.
Government spending went up sizably
with a focus on capital expenditure to
hasten long-term growth. Moreover,
many high-frequency indicators show
improvement, reinforcing the view that
the economy will bounce back.

MD & CEQO's
Message

Performance during the year

Your Company was able to withstand
the strong headwinds and reported
profitability even in the non-gold
verticals viz. microfinance, affordable
housing, MSME and commercial vehicles
segments. We were able to bear the
shocks due to our investments in
advanced technologies which allowed
us to offer customers the best-in-class
products and services, even when our
branches were closed by lockdowns.
Our online gold loan product allowed
customers to transact with us and
borrow additional amounts even during
the lockdown period. Many of our
customers were in acute need of funds
and we could provide timely service to
them with the aid of technology. Our gold
loan portfolio showed significant growth
during the lockdown phase because, for
a while, this was the only credit product
readily available to customers as risk
aversion spread through the financial
sector. Of course, the environment was
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We were able to bear the

shocks due to our investments in
advanced technologies which allowed
us to offer customers the best-in-class
products and services, even when our
branches were closed by lockdowns

also supportive as gold prices happened
to increase sharply during this time,
creating the headroom for borrowers to
borrow more.

While the momentum in the gold loan
business continued, our new business
verticals showed their resilience. Non-
gold verticals now account for 30% of
our consolidated AUM and contribute
21% of consolidated net profit. We
recorded good growth in consolidated
AUM during FY 2021,which, at ¥ 27224
billion is an increase of 7.92% over the
preceding year. Along with the growth
in AUM and the highest ever net profit
of ¥ 17,2495 million, we have delivered
attractive returns to our investors with
ROA of 5.61% and ROE of 26.17%. Our net
worth stands at over ¥ 73.07 billion, and
our standalone capital adequacy ratio is
at a healthy 29.02%. The overall picture
conveys growth and profitability, and the
confidence that we can further improve
our performance in the times to come.

Fluctuating gold prices and risk
management in gold loans

Over the past few months, after the first
announcement of a successful vaccine,
gold prices have corrected significantly
in the expectation that the worst of the
pandemic is behind us. From the peak
of USS 2,000 per troy ounce in August
2020, the price has fallen to levels of USS
1,700.The good news is that our gold loan
business has also evolved to become
more resilient to such price fluctuations.
The change is most apparent in our risk
management where the old thinking has
given way to new. In 2014, looking at the
increasing volatility in gold prices, your
company had putin place a well-thought-
out strategy to reduce its exposure
to gold price volatility. Learning from
previous episodes of gold price volatility,
we realised that a short-term gold loan

product is the best way to manage the
gold price risk. Accordingly, we shifted
almost the entire gold loan portfolio to a
tenure of 3 months, a departure from the
industry practice of granting gold loans
for a tenure of 12 months..

The short-term product offers benefits
both to the customer and to the company.
The company can manage the price risk
and asset quality prudently, without
taking away flexibility from the customer
in terms of his credit requirements.
The periodic renewal of the loan and
the regular servicing of interest by the
customer enforces credit discipline and
it also lowers the interest burden on the
customer. The customer can also renew
the loan indefinitely by periodically
settling the interest and resetting the
principal to the prevailing gold price.

Adapting to the new normal

Ever since the outbreak of COVID-19,
we have been engaged in a race
against time to become ready for the
‘new normal. Within a few days of the
lockdown announcement, we succeeded
in extending work from home facilities to
almost all our employees. This became
possible only because of the technology
initiatives we have been implementing
over the last four or five years. We started
our green office project by implementing
the paperless system of moving files to
make the operations of the head office
completely paperless. We conduct all our
review meetings online through digital
platforms with considerable savings in
time and travel cost. Your company was
the first gold loan NBFC to launch the
online gold loan (OGL) application, which
is today the most successful application
of its kind in the industry. Launched
five years ago, adoption was relatively
slow but after the pandemic struck,
there was a marked pick-up. Along with

OGL, we now offer ‘Doorstep gold loans”
where the customer need not visit our
branch at all. Our executives call on
them at their homes and complete all
the formalities and disburse the loan
on-the-spot. Summing up, if things have
changed because of the pandemic, we
are changing too.

Thank you

| am grateful to regulators and
policymakers for having fostered a
conducive  environment, which has

allowed us to perform to the best of
our potential. | want to thank our senior
management team for demonstrating
the ability to execute the vision of
the management and for displaying
resilience under difficult circumstances
in recent months. | also want to thank
all our employees for their efforts, and
our customers for continuing their long-
standing relationships. Also, | want to
thank our Board members for their
unwavering support and guidance during
the past year. While we are constantly
focused on our customers, employees,
and shareholders, we have continued
to support our communities all around.
The Manappuram Foundation has made
a tangible difference to communities
across India.

| am grateful to all our stakeholders and
partners for their resolute faith in the
Company over the past three decades. |
seek your continued support so that we
consistently improve our performance
and fulfil our vision to become a preferred
multi-product NBFC for our customers.

With best wishes

V.P. Nandakumar
MD & CEO

Annual Report 2020-21 II
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Presence
Making life easy across India

Jammu &
Kashmir
Himachal Pradesh
Chandigarh
Punjab Uttarakhand

Haryana

140

3
Maharashtra !

Uttar Pradesh

Assam

West Bengal

Goa -ﬁ’

Karnataka

Andhra Pradesh

05 Andaman and

09 Nicobar Islands

Puducherry

Tamil Nadu
48

Kerala

© Number of Branches
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FY 2021 business mix

Asset (%) Liability (%)
0,
3.87% 0.67% ) 14.4%
o Onward lending 0.96% ECB
Vehicle finance e--- o
\ ! Others ’
\ i |
2.45% AN '
Housing financee----... " g
i
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Digital strength

At Manappuram Finance, we understood the importance of innovation and the power of the digital from the time we
began our operations. And at a time when there were no readymade software solutions for gold loans, we were one
of the earliest to adopt the ‘core banking’ platform to link all our branches real time.

Right from streamlining procedures and reducing the turnaround time in gold loan disbursal to implementing advanced risk
management practices, we use technology across our business operations. Through the use of bots, we have managed to increase
the precision of our operations and reduce costs.

To continue becoming smarter, efficient and more technology savvy, we have charted a digital strategy that is based on the three
pillars of ‘Innovate;, ‘Differentiate’ and ‘Execute’

Pillars Offerings

SMS-based Gold Loan
WhatsApp-based OGL mobility platform
Digital personal loans

Digital scorecards

OGL digital cards

Kiosks

Business Associates (BA) portal
Value-added Services (VAS) portal

Innovate (strategic) @

Innovative projects to penetrate
more  markets, gain  more
customers and stay ahead of
competition

Customer Relationship Management (CRM)

Mobile Device Management (MDM)

Unified Payments Interface (UPI)

Aadhaar-Enabled Payment System (AEPS)

Robotic Process Automation (RPA)

Adoption of Internet of Things (IoT) and blockchain

Governance, Risk and Compliance (GRC), Learning Management System (LMS) and
Infra Solutions SD-WAN

Usage of public cloud, Document Management System (DMS) and digital workflow

Differentiate (tactical) ‘::}

Establishment  of  business
differentiators to ensure brand
recall and have our own unique
selling points

Execute (operate) Q
Replacement of PCs to mobile devices with MDM

Consolidation of Group IT - Setting up of an outsourced information security organisation
infrastructure by moving to - Involvement of professional network integrators
private cloud to serve customers - Improved SLA-based support for IT services

better
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BA/BC/agent
franchisee
portal

VAS/BA
portal and
kiosks

Offline apps

((|[e=0e

In ourjourney of digital transformation, we are focusing primarily on four key areas - digitizing operations for
scale, mobile interfaces for servicing customers, unified data architecture and analytics for single customer
view, and leveraging new technologies for new businesses. We have custom developed an information
technology platformin-house that allows us to record relevant customer details, approve them and disburse
the loan; and handle internal audit, risk monitoring and management of suitable credit and pledged gold

related information.

Use our mobile app .—I I ‘

Online transactions
58

8 lakh+ billion+
customers .
InourlT 1 million +
department customers Use our digital

platform
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The share of digital collections in gold loans has increased steadily over time, standing
at 54% in FY 2021, compared to 35% in FY 2020

The Business Continuity Plans (BCP) initiated much before the nationwide lockdown
enabled us to roll out new projects and ensure efficient operational methods

Our digital capability allows us to amplify revenue across business verticals

We are working towards establishing an automated solution to verifying the purity of
the gold assets

We went largely paperless, with all our information being moved online

II Innovating for the new normal
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We have set in motion transformative change with the virtualisation of the office environment. We started our green office
project by implementing a paperless system of moving files. The focus was on making systems and procedures paperless,

and tech initiatives were launched to make the operations at Head office completely paperless. Today, everything is digital,
saving hours of manual file movements.

We were the first in the country to introduce digital gold loan, our Online Gold Loan (OGL) product. which is today the most
successful application of its kind in the industry. Launched five years ago, adoption was relatively slow but after the pandemic
struck, there was a marked pick-up. In OGL, the customer can park his gold in our branches and get a drawing power which can
be used as an overdraft limit which may be operated from anywhere using a maobile phone. Recently, for the benefit of those
customers who face difficulties in reaching our branches, we have introduced a doorstep gold loan service. Our executives call
on the customer at his doorstep and the customer gets the gold loan disbursed to him from within the comfort of his home.

As a leader in the NBFC space, Manappuram Finance believes strongly in providing adequate training and learning
opportunities to our employees. We made the transition from classroom trainings to virtual classes and elearning courses,
thereby saving time and money. We prepared over 400 e-learning courses of over 220 hours duration and now our Learning
Management System is the main platform for learning and development at our Company. We are implementing augmented
reality (AR) framework in our training programs to create near real, yet fully virtual classroom environment. AR infused
training programmes will impart role critical training and get employees ready for future challenges. AR has the potential to

revolutionise the learning industry completely. Technological transformation in the learning space is still in infancy and we
are clear that Manappuram will lead from the front.

Annual Report 2020-21 II
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People

FY 2021 began with the rapid spread of COVID-19, which imposed restrictions on conducting classroom trainings. However, at
MAFIL, we had developed the capability to convert all the classroom trainings into the e-learning mode. We were thus able to
carry on without interruption, by replacing classroom trainings with e-learning classes. The added advantage was that even when
employees were working from home, training classes were accessible to them through laptop or mobile, and they could use their
time effectively to complete those courses. We had made 492 e-learning courses available during the period, which proved very
effective in keeping employees engaged when working from home.

We also created modules highlighting the importance of precautions to be taken during the pandemic period, such as proper use of
mask, hand sanitizers and precautions to be taken when inside and outside our workplace.

We created a team of content developers and course developers in-house and trained them in Articulate (an e-learning authoring
app) to create the needed courses within a short time, saving the cost of using outsourced vendors.

Employee higher education was another area of focus during the year. We were able to arrange Executive Development Courses
for our senior executives in reputed institutes such as Harvard Business School, Wharton School of the University of Pennsylvania,
etc. Executive Development Programs in the technology space were sourced from [IMs at Kozhikode and Indore, and IIT Roorkee.
We also offered programmes of Sumbiosis (Pune), BITS Pilani, etc.

The MBA and MCA programmes from Bharathiar University (Coimbatore) and Amity University (Noida) for graduate employees, and
BBA & BCA programmes of Bharathiar University (Coimbatore) for undergraduates are very popular among our employees.

We also offered IT and finance courses from reputed institutes to employees based on their role in the organisation. During the year,
we developed our own in-house learning experience platform ‘'MADU’ with expanded features as a replacement for our original
learning management system (LMS).

Average number of

courses per employee
Total duration per

employee

Total training hours
® o

- L [12078742) @
hours
27.26
° hours
Training days per
employee in a year
Total courses

Average duration of the course

2|l



(D (D @
Overview

A recent batch of employees who have completed
the Bharathiar University

Features of the trainings
24 x 7 accessibility anywhere
Learning through mobile/tab/laptop/desktop
Proctored enabled evaluations
360-degree feedback from the learners
Structured learning path

Internal capability of course development

~_

Permanent employees Permanent
women employees

the MBA programme of

~_

Permanent women
employees
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Board of Directors

Mr. Jagdish Capoor - Independent and Non-executive Chairman
(Member of Nomination, Compensation and Corporate Governance Committee)

Mr. Jagdish Capoor holds a master's degree in Commerce from the Agra University and
a fellowship from the Indian Institute of Banking and Finance. He has over 40 years of
experience in banking and finance. He is the former Deputy Governor of the RBI; former
Chairman of HDFC Bank, Deposit Insurance and Credit Guarantee Corporation of India, Unit
Trust of India and BSE, and also a Director on the Boards of several commercial banks.

Currently he is on the Boards of LICHFL Trustee Company Private Limited, LIC Pension
Fund Limited, SPANDANA SPHOORTHY Financial Ltd, LIC Housing Finance Limited, HDFC
Securities Limited, Fintech Products and solutions (India) Private Limited, Finsec AA
Solutions Private Limited.

Mr. V. P. Nandakumar - Managing Director and Chief Executive Officer

(Chairperson of Asset-Liability Management Committee (ALCO), Debenture
Committee, Financial Resource and Management Committee, Corporate Social
Responsibility Committee, Stake holders Relationship and Securities Transfer
Committee and Risk management Committee)

Mr. V.P. Nandakumar is a post-graduate in Science with additional qualifications in Banking and
Foreign Trade. Immediately after completing his education, he joined the erstwhile Nedungadi
Bank. In 1986, he resigned to take over the family business, following the demise of his father,
V.C. Padmanabhan. In 1992, he promoted MAFIL Limited and has been a Director of the Company
since then.

Mr. Nandakumar is @ managing committee member of leading trade and industry associations
such as Associated Chambers of Commerce (ASSOCHAM) and Federation of Indian Chambers
of Commerce (FICCI). He is also a former Chairman of the Kerala State Council of the Cll and a
finalist at the EY Entrepreneur of the Year Awards 2017.

Mr. B. N. Raveendrababu — Non-executive Director

(Member Asset-Liability Management Committee (ALCO), IT-Strategy
Committee, Debenture Committee, Stakeholders Relationship and Securities
Transfer Committee, and Financial Resource & Management Committee)

Mr. B. N. Raveendra Babu holds a master’s degree in Commerce from the Calicut University
and has completed his internship from the Institute of Certified Management Accountants.
Prior to joining the Manappuram Group, Mr. Babu occupied senior positions in Finance and
Accounts in various organisations in the Middle East. He has been a Director of MAFIL since
1992. He was appointed Joint Managing Director in January 2010 and was made Executive
Director in May 2012.

He was redesignated as Non Executive Director of the Company with effect from June
2020, pursuant to his appointment in Asirvad Micro Finance Limited as Joint Managing
Director.

|
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Mr. P. Manomohanan - Independent and Non-executive Director

(Member of Audit Committee and Risk Management Committee, Stakeholders
Relationship and Securities Transfer Committee, and Financial Resource &
Management Committee)

Mr. P. Manomohanan holds a bachelor’s degree in Commerce from the Kerala University
and a Diploma in Industrial Finance from the Indian Institute of Bankers. He is also a Certified
Assaciate of the Indian Institute of Bankers. He has over 38 years of experience in the RBI
and in regulatory aspects of NBFCs. He retired as General Manager of the RBI, Department
of Banking Supervision, Trivandrum, and served on the Boards of South Indian Bank and
Federal Bank.

Mr. V. R. Ramanchandran - Independent and Non-executive
Director

(Chairperson of Stakeholders Relationship and Securities Transfer Committee,
&amp; IT-Strategy Committee, Member of Corporate Social Responsibility (CSR)
Committee and Financial Resource &mp; Management Committee)

Mr. V. R. Ramchandran holds a bachelor’s degree in Science from the Calicut University and
a bachelor’s degree in Law from the Kerala University. He has over 32 years of experience
and is a civil lawyer enrolled with the Thrissur Bar Association.

e

-
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Mr. Gautam Narayan - Non-Independent and Non-executive
Director

(Member of Audit Committee, Nomination Compensation and Corporate
Governance Committee, Risk Management Committee and Credit Committee)

Mr. Gautam Narayanisa Chartered Accountantwith a post-graduate diplomain Management
from IIM, Ahmedabad. He is a Partner with Apax Partners and leads investments in financial
services and business services in India. He is actively involved in the not-for-profit sector
and contributes in a Board / Advisory capacity to Mann Deshi Foundation (focused on
development of women entrepreneurs in rural Maharashtra) and Toolbox India Foundation
(focused on capacity building services). He was recognised among the 40 under 40 business

leaders by the Economic Times in 2017.

Ms. Sutapa Banerjee - Independent and Non-executive Director

(Chairperson of Corporate Social Responsibility (CSR) Committee, Member
of Nomination, Compensation and Corporate Governance Committee, Audit
Committee and Risk Management Committee)

Ms. Sutapa Banerjee is a gold medallist in Economics from the XLRI School of Management,
and an Economics graduate from the Presidency College Kolkata. She has spent close to
24 years in the financial services industry in two large multinational banks, ANZ Grindlays
and ABN AMRO, and a boutique Indian investment bank, Ambit where she built and headed
several businesses. She was voted as one of the Top 20 Global Rising Starsof Wealth
Management’ by the Institutional Investor Group in 2007 - the only Indian and the second
from Asia.
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Mr. Abhijit Sen - Independent and Non-executive Director

(Chairperson of Audit Committee and Risk Management Committee, Member of
CorporateSocial Responsibility (CSR) Committee, Credit Committee and IT-Strategy
Committee)

Mr. Abhijit Sen retired as Chief Financial Officer of Citibank, India Subcontinentin 2015 after serving
the organisation for almost 20 years. Post retirement, he is associated with a large Big 4 firm as
an External Advisor, for their activities in the banking and financial services sector. He serves on
several Boards including Kalyani Forge Ltd., Trent Ltd., U Gro Capital, Ujjivan Micro-Finance Ltd. and
Cashpor Microcredit. He also chairs the Audit Committees of Kalyani Forge Ltd., Tata Investment
Corporation and U Gro Capital in addition to participating on several other Board Committees. In
the past, Mr. Sen was also on the Boards of National Securities Depository Ltd and various Citi
entities and has been an external advisor to General Atlantic. He has a B.Tech (Hons) degree from
the Indian Institute of Technology, Kharagpur and a Postgraduate Diploma in Management from
the Indian Institute of Management, Kolkata with majors in Finance and Information Systems.

Mr. Harshan Kollara - Independent and Non-executive Director
(Member of Audit Committee, Risk Management Committee and Credit Committee)

Mr. Harshan Kollara is an experienced financial services professional, with over 40 years
of experience in banking and financial services in India and abroad. Has been with diverse
institutions [Union Bank of India and ICICI bank (as EVP and Head of International banking),
Union bank of California (as Vice president and Regional Head of South Asia Region) and Federal
bank (as its Executive Director)]. He has been the Non-executive Director of Experian Credit
Information Company of India Private Limited and is a person regulated by the Financial Conduct
Authority (FCA). Mr. Kollara has extensive experience in foreign exchange, cross-border trade
finance, payment business, consumer credit, core banking application system implementation,
and compliance including Anti-money Laundering (AML), Counter-terrorism Financing (CTF) and
financial crime prevention practices. He is experienced in global standards and best practices in
governance. He is an alumnus of Mumbai University.

Mr. Shailesh J. Mehta - Independent Non-Executive Director

(Chairperson of Nomination, Compensation and Corporate Governance Committee,
Member of Audit Committee, Risk Management Committee and Credit Committee)

Dr. Shailesh J. Mehta has completed his Bachelor of Technology in Mechanical Engineering from
Indian Institute of Technology, Mumbai and holds a master’s degree in Operations Research from
Case Western Reserve University. He holds a Doctor of Philosophy degree in Operation Research
and Computer Science from Case Western Reserve University. He also holds Hon. Doctorate in

- -
L Human Letters from the California State University. He has over 45 years of work experience and
; , has held the positions of President, Granite Hill Capital Ventures; Chairman and Chief Executive
) ; Officer, Providian Financial Corporation; Operating General Partner, West Bridge Capital; President

and Chief Operating Officer, Capital Holding Insurance group; and Executive Vice President, Key
Corp. He has also served on the U.S. Board of Master Card International, Board of PayPal Inc,
Chairman of First Source Solutions and Trustee of California State University System. He is founder
of the Shailesh J. Mehta School of Management at [IT Bombay.

Mr. S.R. Balasubramanian - Additional director

S.R. Balasubramanian holds a Bachelor degree in Engineering (Electronics) from Madras
University and has a Post Graduate Diploma in Computer Science from IIT Bombay to his name.
He has over 43 years of experience in the field of Information Technology at various capacities.
Out of which 35 years are in the IT space of BFSI. He was the former VP of Citibank and has
worked in Indig, Singapore and Kenya. He played a key role as Technology Head forimplementing
Cash Management Technology in Citibank during the early 90s. He was with HDFC Bank for over
7 years as Senior VP and moved to IT Advisory role for few Banks in India and was Business
Advisor to a software company and served there for 4 years. He was the former Board member
of Quantum Asset Management Company(P) Ltd since 2010 and completed the Board term on
August 2020. Currently he is the member of Information Security Committee of Quantum AMC
and provides his service as an external expert.

o |l



Resilient performance

Throughout FY 2021, we continued to maintain
unwavering focus on serving the underbanked
customers with risk-adjusted yields. Though
the pandemic did have a transitory impact on
our performance, we have demonstrated agility
and resilience through innovation and a strong
balance sheet. Supported by our resilient
performance, we are marching tenaciously
towards our FY 2025 goal of consistent AUM
growth of 15-20% with 25% cross-cycle RoE.
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Performance highlights

Incremental focus on gold loans due to short tenor, liquid collateral and
minimal credit risk

Stricter underwriting norms with review and reset of geographical limits,
margin on collateral and delegated powers with tighter portfolio review

Increased focus on digitisation — online gold loan accounts for 63% of gold
AUM

94% of MFI customers digitally traced at the beginning of lockdown
Online gold loan customers and digital payments up 1.2x g-0-q

Raised fresh borrowing of ¥ 2,703 crore of funds in Q1 on a consolidated basis
and liquidity is comfortable

Asirvad Micro Finance Limited now among the lowest cost providers
of microfinance loans in India. Asirvad proactively provided ¥ 75 crore
provision during Q1 to alleviate COVID-19 and provided X 130 crore provision
cumulatively so far

90% branches operational, with social distancing and sanitization measures
being followed by all employees

Online gold loan now accounts for 61% of gold AUM

Online gold loan customers and digital payments up 1.5x g-0-q

Raised fresh borrowing of ¥ 2,904 crore of funds in Q2 on a consolidated basis
and liquidity is comfortable

Asirvad AUM at T 4,971 crore (down by 1.3% g-0-q ), given cautious approach
to new disbursements

Asirvad proactively provided ¥ 66 crore provision during Q2 due to COVID-19
and provided ¥ 196 crore provision cumulatively so far (3.9% of AUM)

Collection efficiency improving every month [Vehicle Equipment Finance (VEF)
and Housing Finance Company (HFC) collections efficiency in September 20
were 93% and 95%, respectively] and we have redoubled our collection efforts

100% branches operational, with social distancing and sanitisation measures
being followed by all employees

II Innovating for the new normal
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« Consolidated AUM continues to grow steadily at +14.7% y-o-y and +2.7%
q-0-q, with gold loan product driving growth

« Prudent capital structure with leverage being only 3.4x and Tier | capital ratio
being 25.8%

« Access to liquidity from all sources, with sequentially reducing cost of
borrowing

+ Raised fresh borrowing of ¥ 1,925 crore in Q3 on a standalone basis through
NCDs and bank loans

Fitch restored the Company’s rating to BB Stable from negative

Asirvad AUM at< 5,985 crore

Non gold loan disbursements during Q3 at 1,519 crore (versus ¥ 1,467 crore
in Q3 FY 2020)

Given the 3-month average contracted loan duration for Manappuram Finance,
a significant proportion of loans disbursed at the time of peak gold price in Q2
were due for repayment during Q4

Despite significant volatility in gold prices, we were able to arrest gross
non-performing assets (GNPA) in the gold loan portfolio to less than 2%.
Auctions during the quarter were ¥ 404 crore compared to ¥ 8 crore during
the nine-month period ended December 20

Added significantly to the gold loan marketing team to continue growing the
portfolio after the second wave of COVID-19 abates

Tier | ratio of 29%; strong support received from all financing partners

Collection efficiency in vehicle finance improved significantly during the
quarter, leading to some release of historical provisions

Our HFC business continues to be stable

Annual Report 2020-21 ||[EERT
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Business review
Steadfast performance across all segments

1. Gold loan business

®
Continued to record strong growth and profitability

Average loan ticket size increased to ¥ 44,600 in FY 2021
compared to ¥ 38,500 in FY 2020

Share of Online Gold Loans (OGL) in gold loan AUM up to 54%
from 48% a year back

Gold AUM per branch was ¥ 54.2 million in FY 2021, up by 12.6%
compared to ¥ 48.1 million in FY 2020

Loan-to-value (LTV) is 71% compared to 59% in FY 2020

Low interest rate sensitivity given small ticket size, short tenor
and convenience of product

Significant operating expense leverage as new branches mature

Undertook various cost rationalisation initiatives, such as
introduction of cellular vaults, which has resulted in ¥ 521 million

average opex saving annually

2. Asirvad Micro Finance

AUM stood at ¥ 59,846 million compared to ¥ 55,026 million in
FY 2020

Collection efficiencies (CE) have improved and returned to
pre-COVID levels; they stood at 94% in FY 2021 compared to
98% in FY 2020

Number of borrowers stayed the same at 2.4 million

Had added ~900 loan officers last year which helped enhance
collection efficiency and increase borrower retention

Return ratios were impacted during the year; however, the
management maintained its optimism stating it at 20% RokE due
to the resilient nature of the businesses

One of the lowest cost microfinance lenders in India

II Innovating for the new normal
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3. Housing finance

AUM grew 5.8% y-o0-y to ¥ 6,663 million; the AUM mix comprises
38% home loan, 36% home construction and 27% loan against
property (LAP)

Focus on affordable housing for mid to low-income self-
employed customers, with ~75% customers being self-employed

One of the key beneficiaries from the Government of India’s push
for ‘housing for all’

Increased penetration in Tier lll and Tier IV towns

Increased emphasis on direct sourcing through ground-level
marketing

Decentralised underwriting and disbursement for lower ticket
size loans

Compliance with policy parameters via ground-level credit audit
and centralised credit monitaring

Riding on the parent’s brand equity and pan India presence for
scaling up the business

4. Vehicle and equipment finance

AUM stood at ¥ 10,526 million, down by 21.7% y-o-y

The portfolio mix largely skewed towards commercial vehicles at
70%, two-wheelers at 20%, and passenger vehicles at 10%

Increased penetration in rural and semi-urban locations

Covering 3,000+ co-located gold loan branches for collection
and marketing distribution

Digital lending platform and automated approval process in
two-wheeler loans

Digital loan agreement signing with e-stamping to save cost

Dedicated team for used business with lower ticket size and
higher yield

Brand tie-ups with manufacturers for better reach

Annual Report 2020-21 II
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5. Other businesses

MSME

Average loan ticket size increased
to¥ 2.01lakh in FY 2021 compared
to¥ 1.24 lakh in FY 2020

AUM stood at T 650 million
in FY 2021 as compared to ¥ 490
million in FY 2020

6,866 satisfied customers

Manappuram Comptech and
Consultants

Gross income of the company
increased by 124% and reached

T 22728 million compared to ¥ 101.35
million in FY 2020. PAT increased
by 78% and reached ¥ 3146 million
compared to ¥ 1770 million in FY2020

Major income received from Cloud
Services, IT Service (Sale and Support),
IP Camera Monitoring Services, etc.

The Cloud Income service reported a
revenue of ¥ 106 million

Sold products valued at ¥ 4572
million against ¥ 33.03 million during
the previous year

Major IT software delivered during the
year for gold loan, door step gold loan,
loan management system, customer
payment app, maobile punching, etc.
Successfully ISO
Certification

completed

II Innovating for the new normal

Manappuram Insurance Brokers Limited

During the year, the Company provided services of
health insurance, motor insurance, life insurance,
personal accident insurance, COVID Insurance
and other general insurance services to the public
and revenue earned from broking operations was
% 9249 million

Gross income of the Company for the year ended
March 31, 2021 decreased to ¥ 99.00 million as
compared to ¥ 150.24 million for the year ended
March 31, 2020 due to Pandemic and profit after
tax for the year ended March 31,2021was¥ 29.032
million as compared to ¥ 73.29 million for the year
ended March 31, 2020

Company was able to settle claim very efficiently
and had provided very effective services during the
pandemic situation in claim settlement. The claim
settlement ratio for the FY 2021 stood at 93.50%

Company engaged mare than 7,000 point of sales
agents pan India which helped in penetration
of insurance business. In the retail channel aslo
Company managed to issue more life insurance
policies

Company has also moved to the online platform
of Masuraksha, an ISNP platform of Manappuram
Insurance Brokers Limited which has made possible
issuance of insurance policy in just few clicks.
Customer can compare quotations of multiple
insurance companies on real time basis and choose
the best product for themselves

MAIBRO has also set up a very strong Customer
service team which assist customer for renewal
claims and grievances of customer. All customer
requests are addressed in a very efficient manner
as per decided timeline
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Key performance indicators
Accelerated growth
AUM Zin billion) AUM Per Branch  Zin million )

{14.79% (5-year CAGR) -

O 18.01% (5-year CAGR) -y
|
i v
|
7.92% 7.57%
y-o-y y-0-y
growth growth
FY17 FY18 FY19 FY20 FY21 FY17 FY18 FY19 FY20 FY21
Cost of borrowings @ Net interest spread @
FY17 FY18 FY19 FY20 FY21 FY17 FY18 FY19 FY20 FY21
Net worth Tin billion) Profit after tax Tin billion)

2717% | 16.55%
y-o-y y-0-y
growth growth

FY17 FY18 FY19 FY20 FY21 FY17 FY18 FY19 FY20 FY21
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Book value per share @
--------- 116.84% (5-year CAGR) ‘;-~--~--—--—---—--—---—;
26.56%
y-0-y
growth
FY17 FY18 FY19 FY20 FY21

Key operational metrics

Branches (no))
=} 2.23% (5-year CAGR) R :
| |
i i
| v
H
0.32%
y-o-y
growth
FY17 FY18 FY19 FY20 FY21
Gold holding tonnes
--------------- 11.34% (5-year CAGR) jrmmmmmmmmry
\
-9.79%
. y-o -y
growth
FY17 FY18 FY19 FY20 FY21
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Earnings per share (EPS) 3

------------- { 17.83% (5-year CAGR) =

\/
16.31%
y-o-y
growth
FY17 FY18 FY19 FY20 FY21
Employee strength (no))
et 10.02% (5-year CAGR) 5---~-~-~-~-~-----i
g
i
i
v
10.08%
y-o0-y
growth
FY17 FY18 FY19 FY20 FY21
Customers (No) )
----------- 18.62% (5-year CAGR) j—rny
v
0.39%
y-o-y
growth
FY17 FY18 FY19 FY20 FY21



Key ratios

RoE %

hill

FY17 FY18 FY19 FY20 FY21

RoA %

i1l

FY17 FY18 FY19 FY20 FY21

Asset quality metrics

Gross NPA % )
FY17 FY18 FY19 FY20 FY21
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Capital adequacy ratio %)

nl

Fy17

FY18 FY19 FY20 FY21

Net yield @

Fy17

FY18 FY19 FY20 FY21

Net NPA %)

FY17

FY18 FY19 FY20 FY21
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We are proud to be making a meaningful
difference by offering gold loans to the
underserved sections of society, while
bracing ourselves to leverage opportunities,
safeguarding our business and ensuring fair
and transparent business practices. And while
we are aiming to reach greater heights of
success, we are leaving no stone unturned in
empowering and improving the quality of life 'T
in the communities where we operate. a
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Governance

Strong corporate governance is an integral part of our core values and is crucial to our business integrity, performance
and sustainable growth. We, therefore, seek to consistently enhance our corporate governance performance by
emphasising transparency and a fair and ethical work culture.

The Board of Directors is responsible for setting the Company’s long-term strategy and is assisted by ten Board
Committees in implementing the strategy.

Committees and their responsibilities

Vi.

Vii.

Audit Committee

The Audit Committee oversees the Company'’s financial reporting process and the disclosure of its financial information
to ensure that the financial statement is correct, suficient and credible. It also recommends to the Board the appointment,
reappointment, and if required, the replacement or removal of the statutory auditor and the fixation of audit fee, among other
responsibilities.

Nomination, Compensation and Corporate Governance Committee

As the name suggests, the Nomination, Compensation and Corporate Governance Committee is responsible for the
nomination of Executive or Whole-time Directors. It places a policy describing the qualification, experience and other
positive attributes for their selection. The Committee also formulates and recommends to the Board a policy relating to the
remuneration for the directors, key managerial personnel, Senior Management and other employees from time to time. In
addition, the Committee also ensures that all employees follow the governance standards set by the Companuy.

Stakeholders’ Relationship and Securities Transfer Committee
The Stakeholders’ Relationship and Securities Transfer Committee looks into the redressal of shareholder and investors

complaints or grievances such as transfer and transmission of securities; non-receipt of annual report, notice, declared
dividends, interest, redemption amount, etc. and all other securities-holders related matters.

Corporate Social Responsibility (CSR) Committee

The CSR Committee reviews and recommends any new CSR initiatives to be taken up by the Company and reviews the
utilisation of budgets allocated for projects already undertaken.

Risk Management Committee (RMC)
TheRMCreviews the risk management framework and risk appetite of the Company, examines the adequacy and effectiveness

of the risk management policy, and ensures appropriate and adequate reporting to the Board, with recommendations where
required.

Asset-Liability Management Committee (ALCO)

The ALCO is responsible for managing the long-term and short-term liquidity position of the Company and functions under
the overall supervision of the RMC of the Board.

Financial Resources and Management Committee

The Financial Resources and Management Committee is responsible for overseeing and dealing with operational matters
from time to time, such as investments, financial arrangements, and allotment of debentures and bonds.

viii. Debenture Committee

o ||

The Debenture Committee is responsible for the public issuance of the debentures of the Company.
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Manappuram Finance Ltd. has formulated the Fair Practice Code (FPC), which is applicable to all offices and employees of the
Company.

Objectives

Z &>

Set challenging benchmarks and Provide all necessary information

strive to achieve high operating and inputs to existing and prospective

standards for ensuring customer customers and promote a mutually
satisfaction beneficial long-term relationship

02

A

Facilitate a continuously growing
base of satisfied customers while
scrupulously avoiding acquisition

of customers having doubtful
credentials or criminal background

m Follow transparent, fair, ethical

Adopt the best practices in and legally tenable practices
dealings with customers while conducting business

03 05
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Growth strategy

We believe that an organisation is defined not only by the products and services it offers, but also by its
ambitions and objectives. Our objective is to continue growing our business with more vigour and improving
our offerings.

To stay ahead of the curve, we have charted a 5-year growth plan.
By FY 2025, we aspire to achieve a consistent AUM growth of 15-20% with 25% cross-cycle RoE.

To achieve this, we have set up objectives for each business, which we plan to achieve by FY 2025:

Business Objectives

Grow AUM at ~10-15% while maintaining granularity
Gold loans - Focus on new channels including door-step, DSA and online
Continue to drive productivity and efficiency to improve RoA by 100-150 bps

Grow cross-cycle AUM by ~20%
Continue to de-risk loan book through geo diversification

MFl loans Maintain strong focus on borrower level indebtedness and collections efficiency

Other loans - Standalone ROA of 2.0%+ over time for VF, HF and MSME
For the Company as a whole, our objective is to:
Have strong credit quality, prudent ALM and sustained performance to drive improvement in credit rating
Target 20-25% Tier 1 ratio

Focus on digital initiatives to drive improved business outcomes

Our5-yeargrowth planis notrestricted to financial performance alone. Italso extends to our sustainability
performance. Our sustainability efforts are tied to our business performance, brand success and
reputation, and we will continue to focus on improving our ESG performance:

P -
—
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Energy consumption Talent management Ethical practices
Material consumption Diversity and inclusion Internal control
Waste Community investment Well-organised management
Environmental compliance Socio-economic
development
!

Employee wellness

|
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Branding Initiatives

Brand Manappuram is built on the trust of the people we serve. To create a brand recall and connect
with our customers, we undertake a wide range of branding initiatives:

(ﬂé We promote our offerings and services through village campaigns, loan meals,
¥ shop and home visits, pamphlet and brochure distribution

[h'-l We undertake door-to-door aware campaigns in villages

We use the power of social media to advertise our brand

Many renowned celebrities of the Indian film industry - Venkatesh, Mohan Lal,
&* Puneeth Rajkumar, Vikram, Akshay Kumar, Jeet, Sachin Khedekar and Uttam
Mohanty - have endorsed our brand

s
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Community initiatives

We believe that our long-term business success depends on community success. To break down barriers to
opportunity and empower communities with education and healthcare, we are undertaking a wide range of initiatives.
By combining our business and philanthropic expertise, we want to foster thriving communities.

In 2009, we set up the Manappuram Foundation with a vision to create healthy, educated and happy communities. It operates in and
around Valapad region in rural Thrissur.

The main focus areas of the Foundation are quality education, healthcare, development of rural communities and women
empowerment.

Quality education

1.

Manappuram Geetha Ravy Public School (Mageet Pubilc School)

The school began as a créche and today, teaches students up to the 8th standard. The modern Montessori method of
education is offered to students at subsidised rates, combined with latest technology in education and co-curricular field.

. Mukundapuram Public School, Nadavaramba

Manappuram Foundation took over the school and today, the school is affiliated to the Indian School Certificate
Examination (ICSE) board and offers quality education at minimal rates to the local community, achieving commendable
results in academics.

. Manappuram Institute of Skill Development (MASKkill)

The MASKIll academy equips youth from coastal belt with employable and recognised skills, under the National Skill
Development Council (NSDC) framework. Courses offered include diverse sectors such as hospitality and financial services.
The institute ensures 100% placement assistance to enrolled students through association with various corporates in the
vicinity.

Academies of Coaching Centres for Professional Courses
The four Manappuram Academies strive to bring more white-collar skill into the community. Training is offered in

Engineering, Medicine, CA and ICWA disciplines, with students getting access to modern facilities such as digital library,
on-line test facility and seminar halls.
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Healthcare

1. MAHIMA Counselling and Psychotherapy Centers (MAHIMA)
These centres offer services such as family counselling, student counselling, adolescent counselling and De-addiction

counselling through expertsin the fields of psychiatry and psychology. The foundation also provides clinical psychologists
and speech therapists where required.

2. Yoga Centre (MAYoga), Fitness Centre (MAFit) and Ambulance Services (MAS)
The centres regularly host seminars on fitness, healthy living, stress management and healthy diet and spread awareness
on holistic and balanced health to community. In addition, two well-equipped ambulances (one having an ICU facility)
serve the coastal area in Thrissur and offer free-of-cost services to accident victims, while general patients can use the
ambulance at minimal costs. In FY 2021, we purchased five neonatal ambulances to expand our services.

3. CT scan and MACARE unit expansion

During the year, we purchased and installed a CT scan machine and expanded our MACARE units to become fully
automated diagnosis centres by installing the latest medical equipment and machines.

4. Lions Club International projects

In association with Lions Club International, the Foundation conducts large-scale health and awareness programmes on
diabetes and its prevention.

Development of rural communities

The Foundation offers financial support to various non-profit institutions for medical aid to society. This includes free
dialysis to poor patients; schools for critical infrastructure addition such as library; support for poor farmers engaged
in organic farming programs, old-age day care centres, orphanages and families in dire circumstances.
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Manappuram Finance Limited (‘(MAFIL or ‘the Company’) is a
leading Non-banking Financial Company (NBFC) serving the
credit requirements of people belonging to the lower socio-
economic classes, particularly in rural and semi-urban areas
of India. The Company offers a range of retail credit products
and financial services. The Company has a diversified lending
portfolio across retail, microfinance, small and medium
enterprises SMEs and commercial customers. It is the
second-largest gold finance NBFC in India. The Company
extends loan against the security of used household gold
jewellery (henceforth referred as gold loan). The Company's
short-term gold loan product is used primarily by customers
who require immediate funds and may not have access to other
forms of formal credit readily available. The Company competes
directly with the informal moneylenders and pawnbrokers,
delivering financial inclusion to the marginalised.

The Company's subsidiary, Asirvad Micro Finance Limited [an
NBFC-MFI registered with the Reserve Bank of India (RBI)],
offers microfinance loans and other financial services to
low-income populations in rural and semi-urban India. Through
another subsidiary, Manappuram Home Finance Limited, the
Company provides loans for construction, extension, purchase
and improvement of homes of customers in the affordable
housing segment. Manappuram Insurance Brokers Limited,
the third subsidiary, is in the business of distributing life and
non-lifeinsurance products through tie-ups with various leading
insurance companies. The recently acquired Manappuram
Comtech and Consultants Limited is an IT products and
service company with two decades of experience in providing
cost-effective and high-quality IT solutions.

Economic Review

Global economy

To mitigate the impact of the COVID-19 pandemic on
their domestic economies, governments and central
banks have provided unprecedented and large fiscal and
monetary stimuli since March 2020. The International
Monetary Fund (IMF) estimates that the total fiscal
support pledged in 2020 through additional spending,
revenue foregone and liquidity support was about USS
14 trillion or 13.5% of world GDP. Monetary policy turned
even more accommadative with the expansion of asset
purchase programmes and launch/extension of special
liquidity programmes by central banks. These measures
helped global economy regain its revival in momentum in
January-March 2021.

The global composite PMI had moderated during
November 2020 to January 2021 within the expansion
zone as the resurgence of infections across major
economies pulled down services activity, especially in the
contact-intensive industries. The global financial markets

remained buoyant, supported by highly accommodative
monetary and fiscal policies and vaccine-led recovery
optimism. Stock markets reached record highs in a few
jurisdictions in February 2021, despite output being a
well-below pre-pandemic path, raising concerns of a
disconnect between the markets and the real economy
and risks of future financial fragility.

Global commodity prices have been rising since May, after
recovering from a plunge in the early part of 2020. The
Bloomberg commadity price index increased by 17.8%
between September 2020 and March 2021. The food price
index of the Food and Agriculture Organization increased
by 18.4% between September 2020 and February 2021
- the index was at its highest level in February 2021
since July 2014, with pressures being particularly high
for vegetable oil prices due to tightening of availability of
supplies among major exporters.

The rapid mutations of the virus caused fresh concerns
related to life and livelihoods. The effectiveness of
availablevaccinesandlimited availabilityin many countries
keep the near-term outlook clouded and the recovery
remains fragile and uneven. Increasing inflation risks
due to exceptional monetary and fiscal accommodation,
are leading to turbulence in global financial markets and
capital flows to emerging markets.

Outlook

The global economic recovery has been gaining
momentum, driven mainly by major advanced economies,
powered by massive vaccination programmes and
stimulus packages. Activity levels remain uneven in major
emerging market economies, with downside risks from
renewed waves of infections due to contagious mutants of
the virus and the relatively slow progress in vaccination.
The world merchandise trade continues to recover as
external demand resumes, though elevated freight rates
and container dislocations are emerging as constraints.
CPlinflation is firming up in most large economies, driven
by the release of pent-up demand, elevated commodity
prices and unfavourable base effects. Inflation in major
emerging market economies has been generally close to
or abave official targets in recent months, pushed up by
the sustained rise in global food and commodity prices.

According to the World Bank, the global economy is set
to expand 5.6% in 2021, its strongest post-recession pace
in 80 years. This recovery is uneven and largely reflects
sharp rebounds in some major economies amid highly
unequal vaccine access, with many poorer countries
facing subdued prospects. By 2022, last year's per capita
income losses are not anticipated to be reversed in about
two-thirds of emerging market and developing economies.



The actual outcome will depend on how the race against
the virus and its mutations is won. Inflation concerns are
creeping up at a time when both monetary and fiscal
policies are highly accommaodative, there are promises of
continued low rates for long and demand is recovering.
If rising inflation and consequent movements in the bond
markets lead to large valuation shifts in equity and other
financial markets, it could lead to extreme volatility in
global financial markets which could then spill over to
emerging economies and impede the nascent global
recovery.

A comprehensive set of policies will be required to
promote 3 strong recovery that mitigates inequality and
enhances environmental sustainability, ultimately putting
economies on a path of green, resilient and inclusive
development. Investments in green infrastructure,
climate-smart agricultural technologies, and climate
resilience—combined with sustainable energy policies—
can play a pivotal role in increasing the use of renewable
energy sources and lowering greenhouse gas (GHG)
emissions.

Indian economy

The increase in daily new cases since mid of February
marked the onset of the second wave of COVID infection
in India. Despite the surge in cases, the recovery in the
economy is resilient with sustained improvement in
many high-frequency indicators. The agricultural sector
remains the bright spot of the economy with food grains
production touching 303.3 million tonnes in FY 2021
beating record production levels for the fifth consecutive
year in a row. MGNREGA has functioned as a cushion to
insulate the rural economy by generating all-time high
work of 3.84 billion person-days during FY 2021, 44.7%
higher compared to the previous year.

On the positive side, strengthening demand conditions can
be seen in automobile, telecom and power consumptions.
Monthly GST collections attained record levels in March
2021. The growth momentum in rail freight traffic remains
upbeat, port cargo traffic and domestic transport picked
up further. The digital payment upsurge continues
unabatedly, powered by the resumption of economic
activity, financial inclusion and behavioural shift towards
digital payments.

Domestic equity markets recovered in FY 2021to register a
jumpof 71%and 68% in NIFTY 50 and Sensex, respectively.
The recovery was supported by stimulus measures
announced by the government, RBI's liquidity measures
and record Foreign Portfolio Investments (FPIs). FY 2021
witnessed a record FPI inflow of USS 36.2 billion, the
highest in a decade after FY 2015. India's foreign exchange
reserves reached USS 582.27 billion - an increase of USS
142.6 billion over FY 2020. The Central Government raised
%13.7 trillion as gross market borrowings during FY 2021
at a weighted average borrowing cost of 5.79%, the lowest
in 17 years.

Statutory
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In FY 2021, inflation breached the upper tolerance band
of 6% for six consecutive months in the post-lockdown
period (June-November 2020) due to a series of cost-push
shocks - supply chain disruptions, weather shocks, and
higher crude oil and other commodity prices. Inflationary
pressures persisted despite a bumper kharif harvest
The increase in petrol and diesel prices is showing up
in trade and transport costs, taxi and auto fares, and its
second-round effects could push up the prices of goods
and services further in a broad-based manner, with firms
regaining pricing power.

The growth in GDP during 2021 is estimated at -7.3% as
compared to 4.0% in 2020, on account of the impact of
the COVID-19 pandemic. According to Moody’s Investors
Service Indian economy would rebound in the fiscal
ending March 22 and clock a growth of 9.3%, but a severe
second COVID wave has increased risk to India's credit
profile and related entities.

Outlook

Theforecastofanormalsouthwestmonsoon, theresilience
of agriculture and the farm economy, the adoption of
COVID compatible operational models by businesses,
and the gathering momentum of global recovery are
forces that can provide tailwinds to the revival of domestic
economic activity when the second wave abates. On the
other hand, the spread of COVID-19 infections in rural
areas and the dent in urban demand pose downside risks.
Ramping up the vaccination drive and bridging the gaps
in healthcare infrastructure and vital medical supplies can
mitigate the pandemic’s devastation.

A normal southwest monsoon along with comfortable
buffer stocks should help to keep cereal price pressures
in check. On the other hand, the rising trajectory of
international crude prices within a broad-based surge
in international commodity prices and logistics costs is
worsening cost conditions. These developments could
keep core price pressures elevated, although weak
demand conditions may temper the pass-through to
consumer inflation.

RBI is projecting the real GDP growth at 9.5% in FY 2022
consisting of 18.5% in Q1,79 % in Q2, 7.2% in Q3 and 6.6%
in Q4 of FY 2022. Similarly, CPI inflation is projected
at 51% during FY 2022: 52% in Q1, 54% in Q2, 47% in
Q3,and 5.3%in Q4 of FY 2022, with risks, broadly balanced.

After battling a historic pandemic in FY2021, the Indian
economy is poised to build back better and stronger as
reflected in the movement of several high-frequency
indicators. The wheels of India's capex cycle have been set
into motion, signs of which are imminent in the second half
of the year. As the vaccination drive upscales, the country
is now well equipped to counter any downside risk posed
by the recent surge in COVID-19 cases.

[0
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Financial services industry

TThe financial services industry saw a sudden acceleration
in digitisation and digital engagement, pushed by the
impact of the COVID-19 pandemic. Exchanges shut down
their trading floors and moved to remote trading, mobile
banking transactions spiked, personal trading apps saw
record transaction volumes, and call centre personnel
kept customer support going by working from their living
rooms. Fintech lending has changed the approach of
credit delivery in India through innovative products and
real-time solutions. As we move into the age of the new
normal, the fintech lending industry will play a crucial role
in delivering credit to last-mile borrowers.

Bank credit growth hit a new low for the second year in
a row in FY 2021 at 5.56%, the lowest in 59 years. Credit
offtake in FY 2021 at ¥ 109.51 trillion was lower than FY
2020's when it had clocked a growth of 6.14%, which was
the lowest in as many as 58 years. It was way back in FY
1962 when credit growth was lower than this at 5.38%.
The agriculture and allied segment were the only bright
spot with growth rising to 12.1% in FY 2021 from 4.1% in
FY 2020. The credit growth was very tepid in the first
half (until September 2020), but it gathered steam from
October in tandem with the sharp economic recovery.
The second wave of COVID-19 has made the near-term
outlook for credit demand hazy.

The risk aversion was so high among both banks and
borrowers that many refused to borrow despite the
interest rate plunging by 107 basis points (bps) during
the year precisely between February 2020 and February
2021. Risk aversion on the part of banks led to them
parking trillions of rupees in excess liquidity with the RBI.

The credit to industry decelerated marginally to 0.4% in
March from 0.7% a year ago. However, credit to medium
industries grew 28.8% in March against a contraction of
0.7% a year ago. The loans to micro and small industries
decelerated to 0.5% in March from 1.7% a year ago. The
credit to large industries shrunk 0.8% against 0.6% growth
3 year ago, the RBI said in a statement. The credit growth
to the services sector decelerated to 14% in March from
74% in March 2020, mainly due to deceleration in credit
growth to finance and contraction in credit to professional
services. The slowdown in the growth of personal loans
continued, as it fell to 10.2% in March from 15.0% a year
ago. However, vehicle loans and loans against gold
jewellery continued to perform well during the month.

Bank branches in urban, semi-urban and rural areas
recorded 9.4%,14.3% and 14.5% credit growth, respectively,
during the year. FY 2021 was a relatively better year for
rural credit growth than for lending in urban areas as
interior regions was less affected by the spread of the
pandemic.

The banking system’s credit growth is expected to almost
double to 10% in FY 2022 riding on the economic recovery
and policy interventions, according to rating agency
CRISIL. The quantum of gross non-performing assets

(NPASs) could rise to 10.5-11% by the end of FY 2022. The
second and third waves of COVID-19 infections are a risk
to economic recovery, but it may not result in widespread
lockdowns and a faster vaccination drive will also help,
the agency said. From a banks' credit growth perspective,
the agency said the expansion will accelerate by 4-5%
points to 9-10% in FY 2022. The faster credit growth will
be led by retail loans, which are expected to grow in the
mid-teens, while corporate loans, which de-grew during
FY 2021, are also likely to show a 5-6% jump. From an
asset quality perspective, the corporate loans will show
more resilience, and loans to retail and micro, small and
medium enterprises segments will drive up the overall
NPAs for banks to 10.5-11%. CRISIL believes that the NPAs
would have been higher by one percentage point if not for
the policy interventions like a moratorium, one-time debt
restructuring and keeping the bankruptcy proceedings on
hold.

NBFC industry

NBFCs form an integral part of the Indian financial
system by complementing the banking sector in
extending credit to the unbanked segments of society,
especially to the micro, small and medium enterprises
(MSMEs) which form the cradle of entrepreneurship
and innovation. The double-digit growth registered by
NBFCs during the second and third quarters of FY 2021
amid the disruptions caused by the COVID-19 pandemic
reflects the resilience of the sector, which were able
to cushion the impact of the pandemic on their balance
sheets through the quick adoption of technology, policy
support and reasonably strong fundamentals. According
to RBI data, the consolidated balance sheet of NBFCs
registered a y-o-y growth of 13% and 11.6% in Q2 and Q3
of FY 2021 respectively. This deceleration compared to
corresponding quarters of FY 2020 could be attributed
to the COVID-19 induced economic slowdown and
weak demand. The profitability of NBFCs dipped in the
immediate aftermath of the COVID-19 in the first quarter
of FY 2021, as businesses suffered economic losses due
to nationwide lockdowns.

Both Return on Asset (ROA) and Return on Equity (ROE)
deteriorated in Q1 FY 2021 compared to the corresponding
period in FY 2020. However, the situation improved
marginally in Q2 as NBFCs' expenditures registered
a steeper fall than income. ROA and ROE improved
from 1.8 and 10.3%, respectively in Q2 to 2.3 and 12.7%,
respectively. The profitability of the sector remained
stable in the Q3. The gross non-performing assets (GNPA)
ratio of NBFCs were elevated in Q1 and Q2 compared to
the corresponding period in 2019-20. In Q3, both GNPA
and net NPA ratios fell compared to Q3 FY 2020. NBFCs
posted 4.8% and 2.5% credit growth in Q2 and Q3 of FY
2021 (y-o-y), respectively. Loss of income and livelihoods
and subsequent fall in consumption demand, as well as
discretionary spending, resulted in NBFCs' credit growth
remaining in @ modest zone in contrast to their usual

robust trend.



Outlook

Fitch Ratings expects India’'s NBFC to face renewed asset
quality and liquidity risks as the second wave of COVID-19
infections sweeps the country and could delay recovery
in the sector. The agency said challenges are likely to
increase if recent restrictions to contain the pandemic are
expanded or prolonged, leading to greater economic and
operational disruption. Fitch said the economic impact of
these curbs will depend on their duration and severity.
Expanded curbs could derail the fragile recovery in India's
NBFC sector since a nationwide lockdown was gradually
relaxed from mid-2020.

SMEs, commercial vehicle (CV) operators, microfinance
and other wholesale borrowers remain at greater risk of
stress in this environment, particularly as financial buffers
would have narrowed after the severe economic shock
over the past year. The production and supply chains
remain susceptible to labour shortages if the large-scale
urban-to-rural labour migration in 2020 recurs. The
national government and authaorities in several states have
indicated that fresh restrictions will not be as extensive as
those in April-June 2020, particularly as vaccine rollout
progresses. Consumers and businesses are also likely to
better adapt their economic activity to the second wave of
restrictions, as seen in other countries.

Regulators appear keenly aware of the credit and liquidity
implications of any broad, extended movement curbs,
while NBFCs' day-to-day operations are also likely to
be able to continue under the latest rules. A resurgence
in asset-quality pressure for finance firms could lead
to renewed funding strains for the sector, particularly
as many government schemes that provided funding
relief to NBFls in 2020 have expired. These include the
Partial Credit Guarantee scheme supporting asset-backed
securitisation and Special Liquidity Scheme providing
government-guaranteed  short-term  funding relief.
Meanwhile, the extension of the Emergency Credit Line
Guarantee Scheme for SMEs till June 2021 will offer such
borrowers further breathing room.

The overall assets under management (AUM) of NBFCs
are estimated to grow at a slower rate of 5% in FY 2022
and are yet to touch the pre-pandemic levels, according
to rating agency CRISIL. The biggest constricting factor
for the NBFC industry will be funding sources to take
care of the liabilities side, it said. Schemes like targeted
long-term repo operations have helped the sector. The
NBFCs' stressed assets have risen to up to X 1.8 trillion as
of March 2021, with segments such as real estate finance,
unsecured loans and small business finance being most
stressed. NBFCs focused on gold loans and mortgages
would be the least affected by the setbacks.

Gold loan industry

The unprecedented adverse impact on economic activity
and household finance, as also the rise in gold prices,
have both given a boost to the market for gold loans. On

Statutory
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the demand side, gold loan uptake is likely to be driven
by higher gold prices (implying better value) and the
disruption in economic activity, along with tightening
credit norms for other secured and unsecured financial
products. On the supply side, banks have already started
reshaping their strategy towards multi-fold growth in
their gold loan assets and leveraging their existing digital
lending platforms to make their TAT and pricing more
competitive.

The boom in the gold loans segment up to FY 2020 is
attributable to favourable gold prices and increased
disposable incomes coupled with a high level of rural
indebtedness, easy availability of gold loans on very
flexible terms, contraction of personal and retail loans by
banks and rising acceptability of the idea of pledging gold
ornaments. It was also realised that there was potential to
expand the gold loans market to the northern and western
regions of India, provided the branch network is expanded
and the loans are available easily with flexible options.
As a result, the specialised gold loan NBFCs initiated an
aggressive drive to expand their business, firstin southern
India and then to other geographies.

For banks, there was no regulatory cap on loan-to-value
(LTV), until the January 20714 circular which enforced
the same 75% cap for both NBFCs and banks, which
somewhat evened out the playing field. The LTV cap
was subsequently increased to 90% only for banks
temporarily from August 2020 to March 2021. For NBFCs,
the period of regulatory uncertainty appears to have
passed, even amidst the pandemic, and the specialised
gold loan NBFCs have been able to lay the foundations
for @ more rational, organic and healthy growth over the
next few years. According to RBI data, outstanding loans
against gold jewellery among banks grew by 131% in
FY 2021to ¥ 600 billion from ¥ 260 billion in FY 2020.

Competitive strategies

Banks have a considerable volume of low-cost money
at their disposal which keeps their cost of funds low. As
a result, banks can extend gold loans at a lower rate of
interest, unlike NBFCs which must raise funds through
various other sources for which they need to pay a higher
price. However, specialised gold loan NBFCs have put in
place successful competitive strategies. Despite the higher
rate that NBFCs charge on their products, customers are
more likely to approach specialised gold loan NBFCs for
availing gold loans for the following reasons:

The turnaround time in NBFCs is much faster as
compared to banks. This is attributed to a smaller loan
ticket size, the desire of the borrower to procure the loan
amount as quickly as possible, and the availability of
well-trained and experienced employees in the
assessment and valuation of the gold collateral being
pledged.

NBFCs have a geographically wider reach especially in
the southern regions with high coverage in non-metro,
semi-urban and rural areas. Borrowers keen to avail of

s
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gold loans are more likely to choose a specialised NBFC
over a bank if the location is convenient and minimises the
risk of travelling a distance with valuable assets.

Unlike in banks, employee transfers are less frequent in
NBFC branches, which ensures staff are around for much
longer and become familiar with the customers in a town
or village. Generally, the employees are local and can
communicate with the borrowers in the local language
which ensures familiarity and comfort particularly while
understanding the financial terms and conditions.

As the gold loan is only a part of the whole portfolio of
a bank, they do not have full-time employees specialised
for appraisal and advancing a gold loan. An appraisal is
done by a professional appraiser therefore, loans can be
extended only when he is available. On the other hand,
specialised NBFCs have several trained and specialised
employees to appraise collateral and quickly disburse
loans. Therefore, a customer can reach out to NBFCs
anytime to avail of a gold loan.

Outlook

Rating agency CRISIL says, the correction in gold prices
in recent months is not expected to materially impact the
asset quality of NBFCs lending against gold. While NBFCs
have maintained disbursement LTV below 75%, banks
have higher incremental disbursement LTV at 78-82%,
and thus need to be more watchful and focus on timely
collection of interest and follow LTV discipline.

Specialised gold loan NBFCs have done remarkably
well the first half of FY 2021 compared to their bank and
generalist NBFC lending counterparts because asset
quality was preserved and improved, and customer
acquisition (both new and renewals) surged as businesses
and households rushed to the gold loan branch counters
and digital lending platforms to quickly and effectively
meet their enlarged financial needs in a time of widespread
economic distress. As such, these players are relatively
well-positioned to sustain their performance throughout
the pandemic and post-pandemic recovery, particularly
as they continue to focus on digitisation and a diverse
product mix.

For FY 2021 and FY 2022, the gold loan market expected
to grow at a rate of 15-16%, reaching a maximum of
R 269 trillion by the end of FY 2022. On the demand
side, an increasing number of individuals, households,
and businesses in India are likely to avail gold loans
in a time of higher gold prices implying better returns
as well as increased unemployment and double-digit
negative economic growth, tightening credit norms for
other secured and unsecured financial products, and
may continue to borrow on a repeated basis (re-pledging
their gold collateral to draw further new loans), thereby
leading to a quasi-multiplier effect. On the supply side,
banks have already started reshaping their product and
growth strategy towards a multi-fold growth in their gold
loan assets and leveraging their existing digital lending
platforms to make their turnaround time and pricing more
competitive.

Microfinance Industry

Given the COVID-19 pandemic, the RBI has allowed a
moratorium on term loans from March 1, 2020, to May 37,
2020. Following this, most MFIs extended a moratorium
to their borrowers till May 31, 2020. ICRA analysed a
sample of 29 MFIs, which constitute around 70% of the
MFIindustry on a portfolio basis. On a collective basis, the
ICRA found total repayment obligations and operational
expenditure of around ¥ 80 billion in Q1 FY 2021 against
which the on-balance sheet liquidity buffer stood at
around ¥ 54 billion. As the collections from borrowers
are expected to be remain muted for some time post the
moratorium period, the industry stares at a cumulative
cash shortfall. As per ICRA's estimates, the shortfall for the
ICRA sample stands at around ¥ 26 billion in the absence
of any external funding support by way of equity/
additional debtor extension of the moratorium.

The microfinance industry demonstrated strong resilience
and the portfolio outstanding of the microfinance sector
stood at ¥ 2.54 trillion as of March 2021, with 84%
y-0-y growth. Delinquency was higherin Q3 and Q4 of FY
2021 compared to pre-COVID levels, according to credit
bureau CRIF High Mark.

The report said early delinquency (1-30 days) fell by 3.6%
points in March 2021 compared to December 2020 (from
8.7% to 51%). Microfinance loans with repayment delays
of over 30 days (30+% delinquency) remained high for
West Bengal, Assam, and Maharashtra. It showed that
banks continued to dominate the microfinance market
with a portfolio share of 42% at the end of FY 2021, up from
39.4%in FY 2020. Significantly, SFB's market shares in the
last fiscal declined to 16.4% from 19.1%. During the third
quarter of FY 202 1, the market shares of banks and SFBs
stood at 41.7% and 16.9%, respectively, in the microfinance
space. Between Q4 FY 20 and Q3 FY 2021, NBFC-MFIs’
market share stood almost the same at around 30%, while
it grew to 30.6% at the end of Q4 FY 2021.

The gross loan portfolio (GLP) of banks in the
microfinance sector grew 15.5% y-o-y to ¥ 1.06 trillion as
of March 2021, while that of small finance banks (SFBs)
de-grew 6.6% y-o-y to ¥ 417 billion, according to the
report.

Outlook

Ind-Ra and Research said while large NBFC-MFI with an
AUM of over ¥ 50 billion, have a stable outlook, small to
mid-non-bank MFIs continue to be on a negative outlook
for FY 2022. The negative outlook for these entities is also
the result of challenges being faced by them in raising
funds and managing credit costs that could emerge from
urban regions post COVID-19 and in Assam and West
Bengal-focused MFls. The rating agency said for entities
that have significant exposure to urban regions and or to
West Bengal and Assam, where the easing of lockdowns
has been slow, collections are lower at 80-90% of pre-
COVID levels, while collection rates have rebounded to
90-95% for others. That apart, it said 2-6% of the clients
are such that they are overdue but paying delayed



instalments in partial or full. It believes that real wage
growth has not been high in the past five years and while
MFIs" exposure to a borrower on a consolidated basis
has not increased significantly in the last couple of years,
the average outstanding per unique borrower is high,
especially in Assam and West Bengal at¥ 50,000-54,000
versus national average of ¥ 35,000-40,000.

Automobile industry

A rear-view assessment of India’s automotive sector
reveals that it has been facing economic headwinds for
the last couple of years. Even before the outbreak of
COVID-19 in 2020, there was palpable distress within
the automative industry. All aspects of the industry were
severely affected, from the shop floor to retail. While
many had hoped for a recovery, the spread of COVID-19
compounded the woes of the sector.

In the space of the last two quarters, the Indian automotive
industry has witnessed a V-shaped recovery, quite
different from previous recoveries which were spread over
two-three years. Personal mobility demand rebounded
quickly after the “unlock” phases, as consumers preferred
self-owned vehicles to ensure social distancing and
reduce dependence on the public transport system.

As the two important segments of the automobile
industry - two-wheeler (2W) and CV segments failed to
keep pace with the passenger vehicle (PV) segment, the
overall automotive market that accounts for 8% of the
GDP is now closer to its FY 2015 level. The overall sales
(cars + 2W + CV and three-wheelers) for FY 2021
are pegged at 18.8 million units even lower than the
19.7 million units reported in FY 2015.

At the peak, India had seen sales of about 26
million vehicles in FY 2019. This had enabled the
union government to collect a tax of approximately
% 1-1.2 trillion. Experts estimate this to drop to about 27%
in the fiscal year gone by. The impact of lower volume
sales in FY 2021 on tax will be cushioned somehow due
to the rising average realisation per units. Thus, the fall
in the total revenue collected for the union government
is expected to be less severe due to the implementation
of new emission norms which pushed up prices by 5-15%
across vehicle segments.

In the personal mobility segment, the post corona
recovery has created a major divergence in the growth
of PV and 2W, where growth has moderated compared
with PV. The 2W industry is estimated to contract mid-
teen rate in FY 2021, after having declined by 18% in the
FY 2020. The cumulative volume of the 2W in FY 2021 is
around 15 million, the lowest since FY 2014 and 30% lower
than peak volume in FY 2019. The 10-year CAGR growth of
2W slipped to 2.35% compared with the average growth
between FY 2015-19. At 2.7 million units the car market
declined 4% which has consequently pulled the 10-year
CAGR for the passenger vehicle to just 1% in FY 2021
compared with 9% between FY2015-19.

Statutory
Reports

According to data released by the auto industry body,
Society of Indian Automabile Manufacturers (SIAM) the
sales of PV in India reduced by over 2% in FY 2021. The
industry registered sales of 2,711,457 units as compared to
2,773,519 unitsin FY 2020. 2W dispatches also declined in
the same period. Sale of units from manufacturer to dealer
reduced by 1318%. In FY 2020, the industry provided
17416,432 units to dealerships, whereas in FY 2021 the
industry only registered wholesale of 15,119,387 units.

Total CV sales declined by 20.77% to 568,559 units last
financial year, as against 717,593 units in FY 2020. The
sale of three-wheelers saw a substantial drop of 66.06%
after the pandemic put a halt to most public movement in
the first half. In FY 2021 216,197 units were sold to dealers,
as against 637,065 units in FY 2020. Vehicle sales across
categories declined by 13.6% to 18,615,588 units, as
against 21,545,551 units in the year-ago period.

Growth Drivers

Emerging middle-class

By 2021, India’s emerging, and middle-class segments will
comprise nearly 900 million people, and the auto industry
in India is expected to benefit greatly from this growth. A
middle-class consumption-led growth is also likely to
influence the overall economy positively, driving up the
demand for consumer and CV.

Infrastructure development

India has made significant progress in building new roads,
highways, expressways, and support infrastructure
such as airports, ports, railways and power plants. The
expansion and transformation of our core infrastructure is
also a major driver of growth for the auto industry. While
urban consumers have so far driven India’'s remarkable
automotive growth, the government’s vision for economic
growth and development across all strata of the country
will pave the way for the launch of new products in
this segment. The initiatives are expected to help the
automative industry develop new mobility solutions such
as intelligent transportation systems, alternative fuel
vehicles and smart and connected vehicles targeted at the
‘smart cities' of the future.

Rural economy

The automobile industry is yet to tap into the demand
from rural areas fully. The Indian automobile industry
seeks to double its sales on the back of this steady
semi-urban and rural led growth over the next decade. It
is also expected to grow off relatively untapped segments
including demand from youth, women and aspiration for
luxury cars.
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Outlook

Ind-Ra revised the outlook for the auto sector to improving
for the financial year 2022’ from negative, backed by likely
revival across segments, positive consumer sentiments
amid macroeconomic tailwinds after recovering from the
COVID-19 pandemic. The rating agency said it expects
auto volumes to rebound at 16-20% y-o-y in FY 2022
after recording an estimated decline of 14-18% y-o0-y in
FY 2021.

Ind-Ra expects PV, 2W and CV to record a decline of 5-8%,
13-16% and 30-35% y-o-y, respectively in FY 2021. For
the PV and 2Ws segment, the continued preference for
personal maobility and demand across the urban and rural
markets would be positive, with an estimated growth of
18-22% and 16-20%, respectively, in FY 2022.

The lower growth in 2Ws than PVs could be because of
their increased cost of ownership, it said. The CV segment
could record high double-digit growth in FY 2022 of
25-30% aided by an uptick in industrial production,
increased infrastructure/construction activities and a low
base owing to the slowdown over FY 2021. Nevertheless,
the monthly sales in the CV segment are likely to achieve
FY 2018 levels only by the second half of FY 2022, it said,
adding it expects limited rating movements in the sector in
FY 2022 and has thus maintained a stable rating outlook.

Ind-Ra said though the details of the proposed vehicle
scrappage policy are yet to be announced, it could help
create incremental demand if incentives are attractive
for consumers. Rising fuel prices and original equipment
manufacturers mulling for another price hike amid
increasing input costs could act as possible headwinds for
the sector.

Housing finance

The COVID-19 made people rethink their home buying
and investments plans. The concept is to invest in a
home, either to live or to leverage it as an asset that could
generate an extra source of income, mainly to be used
in a crisis period. Millennials are more comfortable with
home loans, while banks are launching digital technology
to disburse loans faster. In 2020, the RBI cut the repo
rates, which led home loan interest to a record low of 7%.
To make home-buying more lucrative, many banks have
come forward to reduce interest on home loans. The RBI
also has rationalised the risk weights and linked them to
LTV ratios for all new home loans sanctioned up to March
31, 2022. This would make home-buying attractive for
both borrowers as well as lenders.

The overall share of combined individual housing loans of
Housing Finance Companies (HFCs) and banks with GDP
(at market price) stood at 9.8% at the end of FY 2020 with
an outstanding of around ¥ 20 trillion. Within the housing
finance market in India, the HFCs and banks collectively
constitute the majority share. The share of HFCs in the
individual housing loans market increased from 38% in

FY 2018 to 39% in FY 2020 while that of SCBs reduced
from 62% in FY 2018 to 61% in FY 2020. During FY 2021
itself, HFCs and public sector banks collectively disbursed
individual housing loans of around 4 trillion towards 3.5
million housing units.

In 2020, HFC's witnessed weakened key performance
parameters - liquidity, solvency, asset quality and
earnings. Currently, the HFCs are facing asset guality
challenges. Delays in completion of housing projects cost
overruns due to the unavailability of labour and delayed
investments by buyers in the affordable housing sector
affecting the market. The overall HFC credit in India
is estimated at ¥ 11.3 trillion as of December 31, 2020,
with exposures across home loans (HL), loan against
property (LAP), construction finance (CF) and lease rental
discounting (LRD). The COVID-19-induced disruptions
moderated the portfolio growth in SM FY 2021. Excluding
the portfolio of one large player, the portfolio growth in
9M FY 2020 (compared to March-20) was at 4.3%. Most
HFCs have increased their disbursements and expect to
witness further growth in their portfolio in Q4 FY 2021.

On the regulatory front, a recent circular by RBI on
February 17, 2021, which supersedes the earlier issued
directions by the National Housing Bank (NHB) and the
RBI, provides a consolidated regulatory framework
applicable to HFCs.

Ind-Ra has maintained a stable outlook on affordable
HFCs and a negative outlook on large HFCs for FY 2021
and overall loan growth of HFCs to moderate to 6% y-o0-y
in FY 2021.

Outlook

After a growth moderation in FY 2021, NBFCs are
estimated to witness a 9.5% jump in their assets under
management in FY 2022. HFCs may post a higher growth
at 10% as home sales go up, Ind-Ra said, maintaining its
'stable’ outlook on both NBFCs and HFCs for FY 2022. It
estimated the growth to slow down to 4-5% for NBFCs
and 6.5% for HFCs in FY 2021, driven largely by the impact
of the pandemic.

The rating agency said that the system liquidity has
improved considerably while many large non-banks have
strengthened their capital buffers and the sector has
started witnessing disbursement growth.

Insurance industry

The ongoing COVID-19 pandemic drastically shifted
consumer needs, habits and expectations, while
compelling digitalisation of operations overnight. The
novel coronavirus triggered a range of structural changes
across all sectors and the insurance industry was no
exception. The year saw much important planning go awry
with working from home and dealing with clients virtually
becoming the new normal for an industry that traditionally
relies on face-to-face communication. Fortunately,



during these tough times, the Indian insurance industry
buckled up efficiently. The industry made the best use of
technology to provide the greatest possible support to
customers in buying the right protection products. This
year, the Indian insurance industry is mostly expected to
search for growth through new service-based models,
innovative products and a better focus on prevention.

In March, the new business profit (NBP) of life insurers
grew by 70% to X 434 billion from ¥ 254 billion a year
ago. March is one of the most productive months for the
life insurance sector as they source a lot of business from
people who buy policies during this month to save up on
income tax. The unusual rise in NBP in March 2021, may
also be attributed to the fact that last year in March the
COVID-19 pandemic had struck, resulting in a stringent
lockdown. Life insurers had lost a fortnight of their most
productive time. Last year in March (2020), the NBP of
life insurance companies had declined 32%, owing to
the disruption caused by the spread of COVID-13 and the
subsequent lockdown enforced by the government to
contain its spread.

In FY 2021, the NBP of life insurers rose 7.5% to ¥ 2.78
trillion compared to ¥ 2.58 trillion in FY 2020. This is still
lower than the growth the industry had seen in FY 2020.
In the last fiscal year, life insurers saw NBP grow 20.6%
to ¥ 2.58 trillion compared to ¥ 214 trillion in FY 2019.
In March 2021, private insurers, 23, saw their NBP grow
at 83.52%, for the full year (FY 2021), the NBP of private
insurers recorded a 16% growth to ¥ 941 billion. Similarly,
state-owned insurance behemoth - Life Insurance
Corporation (LIC) - in March recorded 65% growth in NBP
to ¥ 281 billion while for the full year (FY 2021), LIC's NBP
was 3.5% to ¥ 1.84 trillion. Gross premiums underwritten
by non-life insurers grew by 52% to ¥ 199 trillion
(USS 264 billion) for FY 2021, according to preliminary
data from the IRDAI.

The pandemic year of FY 2021 ended on a strong note
for the non-life insurance industry as the March 2021
monthly numbers reported a 23.4% growth. Further as
anticipated the yearly numbers too showed a single-digit
growth of 5.2%. Non-life insurance premium reached
¥ 193 billion for March 2021 compared to ¥ 156 billion in
March 2020. Growth has continued to be driven by the fire
and health insurance segments.

In FY 2021, the generalinsurers have broadly moved away
from crop insurance, and the specialised PSU insurers
have taken their place - the comparison of segmental
growth rates is not appropriate. General insurers continue
to maintain the highest share; however, the growth can
be attributed to the health portfolios of these companies.
Despite the manifold challenges present in the current
scenario, the non-Llife industry ended FY 2021 0on a positive
note. The growth was driven by the private sector which
grew at a much faster pace compared to the public sector.
Within the various segments, fire and retail health has
contributed to the growth in the industry; however, the
growth momentum was pulled back by the fall in motor
insurance premiums. In FY 2022, along with the expected

Statutory
Reports

uptick in the health segment, any increase in the premium
levels of the motor TP segment, which was held steady in
FY 2021, could drive the non-life premiums.

General insurers delivered 7% (ex-crop) premium growth
in FY 2021 despite a 2% y-o0-y decline in motor premiums.
Fire (Uup 27%) and retail health (up 28%) were key growth
drivers. A gradual pick-up in motor premiums is likely to
support growth in FY 2022, though retail health and fire
will likely moderate on a high base. Motor premiums
increased 22% y-o-y in March 2021 (low base of 7%
y-0-y decline in March 2021). Motor premiums have
gradually increased over the past few months. Increasing
new vehicle sales, gradual rise in freight volumes and
utilisation rates supported premiums. Motor premiums
declined 2% y-o-y for FY 2021 due to weakness in new
vehicle sales during H1 FY 2021 and lower freight volumes
due to lockdown-related disruptions delaying renewals.
We expect motor premiums to report modest growth in FY
2022 on the low base of FY 2021 though premium growth
remains contingent on an increase in auto sales (on a low
base), any likely disruption in mobility due to the second
wave and hike in motor third-party (TP) premiums (flat
since FY 2020).

The share of retail health premiums in overall general
insurance premiums (ex-crop) increased to 16% in FY 2021
from 13% over FY 2018-20. Growth in the fire segment
was strong at 27% y-o-y in FY 2021 (up 35% y-o-y in FY
2020), but tepid at 8% y-o-y in March 2021 (flat y-o-y in
February 2021). Growth in nine months of FY 2021 at 33%
y-0-y was due to price hikes incurred post-January 2020
due to the rise in reinsurance rates.

Life insurers reported stellar individual annualised
premium equivalent (APE) growth of 90% y-o-y in March
2021 (on a low base) translating to 40% y-0-y growth in
Q4 FY 2021 and 8% y-o-y for FY 2021. Two-year individual
APE CAGR was, however, modest at 7% in March 2021and
6% for FY 2021. Individual protection supported growth
in H1 FY 2021, while Unit-linked Insurance plans (ULIP)
started to revive from Q3 FY 2021. Demand for non-par
savings retained strong momentum throughout the year,
likely reflecting investor preference to lock into a fixed
rate in a falling rate regime, coupled with an increase in
the appetite of life insurers to underwrite such products
due to the availability of FRAs. Credit life was weak in H1
FY 2021 due to lower disbursement volumes but picked up
swiftly in H2 FY 2021, home loan disbursements reached
peak levels for most players in the second half led by
strong growth in real estate sales. LIC reported a 2%
two-year individual APE CAGR in FY 2021.

Outlook

The life insurance industry in India is expected to grow
by 14-15% annually for the next three to five years.
Demographic factors such as growing middle class, young
insurable population and growing awareness of the need
for protection and retirement planning will support the
growth of Indian life insurance. Indian insurance market
enjoys favourable demographics (over 60% working-age
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population). Wide-ranging products are available in the
market focusing on protection, savings, wealth creation,
health and pensions. New models of distribution, such
as the multi-company distributor model and online
distribution models are slowly but steadily picking up.
Bundling of products with existing financial services and
other products provide an excellent business opportunity.
There is an increasing demand for short-term policies.

Helped by higher growth in health and motor insurance
segments, the general insurance industry is likely to clock
a 7-9% growth in gross direct premium income (GDPI) in
the FY 2022, ICRA Ratings said in a report. In FY 2021,
the industry'’s total GDPI grew 4% y-o-y to ¥ 1.85 trillion.
While public sector insurance companies were slower
to adjust to an online mode of growth, the reliance on
physical meetings was higher which resulted in a two per
cent y-o-y decline in business (% 718 billion in FY 2021), the
credit rating agency said in the report. The private sector
companies reported an eight per cent y-o-y increase in
gross direct premium income (GDPI) to T 113 trillion in the
same period.

According to Financial Sector Ratings, they expect a 7-9%
growth in GDPI in FY 2022, supported by growth in the
health segment and an uptick in the motor segment.
They said that despite underwriting losses, the sector is
expected to report marginal return on equity (3-4.5%) in
FY 2022, largely supported by investment income which
is highly regulated by the IRDAI, the sector regulator. The
PSU insurers are expected to report marginal GDPI growth
of 4-5% in FY 2022 as most of them remain stretched
on their solvency profile given reported losses. The
state-owned insurers are expected to post high
underwriting losses of ¥ 124-135 billion in the current
financial year. The agency also expects consolidation
among the smaller players in the industry. The regulatory
approval for foreign joint venture (JV) partner to increase
stake to 74% is expected to provide capital and operational
control among the smaller entities with a foreign JV, they
added.

Business review

The Company provides financial services through simple
processes and procedures in sanction and disbursement
of credit as well as timely, friendly, and flexible terms of
repayment aligned to the unique features of its clientele.
Easy and fast loan appraisal and disbursements make
the Company the preferred choice for customers. An
established reach and network allows the Company
to cater to the remotest of geographies in India. The
Company has a significant business presence in
semi-urban and rural areas.

Focus on the customer is one of the critical factors that has
driven the Company’s policies. A robust business model
and an insight into the needs of its customers give the
Company a competitive edge. Better risk management has
also contributed to the Company achieving commendable
growth. Technology deployment has resulted in superior
sales productivity, better market coverage, improved
channelisation and customer experience.

The Company is the second largest NBFC operating
in the gold loan segment with a consolidated AUM of
T 272 billion (FY 2021), of which gold loans account for
% 191 billion. It has a robust pan-India presence through
its 4,637 strong network of branches (on a consolidated
basis), spread across 28 states and four union territories,
serving an active customer base of more than 5.14 million.

Business performance in FY 2021

The Company's performance during the year represents
continued progress along the lines of its stated objectives
of growth, without sacrificing profitability or taking on
undue risk. We have achieved a good increase in business
volumes and profitability and are well placed to keep
up the momentum. Our consolidated AUM has crossed
I 27224 billion. Consolidated AUM increased by 7.9%
led mainly by growth in gold loans. Consolidated PAT
(after minority interest) stood at ¥ 17.25 billion, a growth
of 16.55%. We reported ROE (on a consolidated basis) of
26.20% and ROA of 5.61% for FY 2021.

Growthinour main business of gold loan (which constituted
70% of consolidated AUM) was better than prior guidance
and our gold loan AUM increased by 12.44%, despite the
industry facing several challenges in the past 12 months
such as lockdowns and disruptions to economic activity
and a slowdown in consumption. The average life of the
gold loan is around 100 days only. With average LTV of
around 71% and average ticket size of about ¥ 44.6 our
gold loan portfolio is quite well insulated against gold
price fluctuation.

The gold holdings stood at 65.30 tonnes as of March
31, 2021, and the tonnage decreased by 9.79% over the
year. The total number of gold loan customers stood at
2.59 million. The gold loan book stood at ¥ 191 billion.
Auctions during the year were X 412 billion. We follow a
policy of making regular auctions on overdue accounts.
The weighted average LTV stands at ¥ 2,922 per gram.
Fresh gold loan disbursements during the year were
% 2,638 billion compared to ¥ 1,689 billion in FY2020. The
online gold loan (OGL) book accounted for 54% of the total
gold loan.

Our diversification initiatives are doing well. India’s
automobile sector has borne the brunt of the economic
slowdown, but our CV finance business has performed
quite well with low early delinquencies and attractive
unigue economics. Our housing loan portfolio is relatively
small and has been steady in terms of asset quality.
During the quarter, we consciously chose to reduce our
on-lending portfolio thatis launched to smaller NBFCs and
MFls. Given the stress in the macroeconomic environment,
the on-lending portfolio has been consciously reduced
from ¥ 5.8 billion in March 2020 to ¥ 1.83 billion as of
March 31, 2021. Overall, the non-gold portfolio now
accounts for 30% of the consolidated AUM.

Our microfinance subsidiary, Asirvad Micro Finance
Limited. continued to be an industry outperformer with
its AUM crossing ¥ 59.85 billion, clocking an increase of
8.78%. Considering the experience of microfinance in India



and its susceptibility to region or state-specific issues and
problems, Asirvad Micro Finance has capped lending per
state at 10%. Further, it also follows an additional cap of 1%
for the district level.

Asirvad delivered ROE of 16% in FY 2021 and is now
among the lowest cost providers of microfinance loans in
India. The Company is rated AA minus stable by CRISIL,
the highest credit rating in the MFI sector. For FY 2021,
Asirvad made a profit of ¥ 168.8 million. Incidentally, in
the Ind-AS transition, the Company has provided 100%
for loans due over 90 days. Asirvad currently serves 2.41
million customers through a network of 1,062 branches,
with 7233 employees and with a presence in 24 states,
making it the fourth largest NBFC MFI in the country. The
Company has a capital adequacy ratio of 23.33%.

Vehicle Finance business reported an AUM  of
¥ 10.53 billion business and the business is now carried
out of 222 branches across 22 states. The home loan
business had a total loan book of ¥ 6.66 billion, which is
up 5.82%. It operates 47 branches and reported a profit
of ¥ 102.9 million during FY 2021. Loan to corporates has
shrunk by 67% to ¥ 1.8 billion.

The total consolidated borrowing stood at ¥ 22716 billion.
Our average cost of borrowing in FY 2021 has reduced to
8.8% from 9.5% last year. On the liquidity front, we have
not faced any issues in raising funds for growth, even at
the peak of a liquidity crisis. We do not expect any funding
challenges to come in the way of our plans and are
comfortably placed with our ALM.

We benefited from significant operating leverage as
overall operating expenditure has come down by 13.6%,
while the AUM grew by 7.9% during the year. We expect
to continue to drive the benefit of operating leverage
going forward. Our employee costs increased by 1.5%
to ¥8.43 billion for the fiscal. There is a rent reversal of
¥ 1,269 million dues to the adoption of Ind-AS 116 ‘Leases’
in the year. Similarly, our finance cost and depreciation
have gone up by ¥ 476 million and ¥ 833 million,
respectively, due to Ind-AS 116.

Provisions and write-offs for the standalone entity during
the year were X 1.29 billion. Our gross NPAs was 1.92 % as
compared to 0.88% in the last fiscal. Losses due to theft,
spurious gold, etc. only amount to 0.08% of AUM. The
Company's consolidated net worth stood at ¥ 73.07 billion
and the capital adequacy at 29.02%. The book value per
share stands at ¥ 86.93 of diversified business, and the
Board has declared a dividend totalling ¥ 125 during

FY 2021.

Digital transformation

We embarked on a digital transformation journey across
the value chain. The route encompassed four areas of
focus - digitising operations for scale, mobile interfaces
for servicing customers, unified data architecture and
analytics for single customer view, and leveraging new
technologies for new businesses.

Corporate Statutory
Overview Reports

Our lending functions are supported in-house; we custom
developed information technology platform that allows
us to record relevant customer details, approve and
disburse the loan. Our technology platform also handles
internal audit, risk monitoring and management of credit
and pledged gold related information. Our employees
undergo periodic training related to the evaluation of the
worth and authenticity of the gold that is pledged with us.

Our Mobile App has won wide acceptance from our
customers, with over 70 million now using it to make
digital payments, avail a new gold loan or close an existing
loan, make other online EMI payments. Nearly a million
customers are using our digital platform for transacting
with us on regular basis etc. We are continuously
strengthening our IT and data infrastructure to be future-
ready and ahead of the industry in innovation.
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Credit rating

Credit
rating
agency

Type of facility

Brickwork

CRISIL

ICRA

CARE

S&P

FITCH

Non-convertible debentures
(NCDs

Bank loan facility

Bank loan facility

Non-Convertible Debenture

Commercial Paper

PCG DA

Principal Protected Market
Linked Debenture

Non-convertible
Debentures

Pass-through certificates
Bank loan facility long term

Bank loan facility short term

Non-convertible
Debentures

Commercial Paper
Senior Secured Bond

Senior Secured Bond

March 31, 2021

< million

10,030

70,000

50,000

47,151

40,000

1,000

5,000

NA

NA

60,444

29,556

30,972

40,000

21,288

21,288

BWR AA+ (Stable)
BWR AA+ (Stable)
CRISILAA/ Stable
CRISILAA/ Stable

CRISIL A1+

CRISILAA (S0)
Equivalent

CRISILPP - MLD
AAr/Stable

NA
NA
CARE AA Stable
CARE A1+
CARE AA Stable
CARE A1+
B+/Stable

BB-/Stable

March 31,2020

< million Rating
10,030 BWR AA+ (Stable)
70,000 BWR AA+ (Stable)
50,000 CRISILAA/ Stable
40,075 CRISILAA/ Stable
40,000 CRISIL AT+
1000 CREElljli_vAaf\e(nstO)
NA NA
2,701 Withdrawn
427 ICRA AAA(SO)
60,874 CARE AA Stable
29,126 CARE A1+
21,500 CARE AA Stable
40,000 CARE A1+
21,288 BB-/Stable
21,288 BB-/Stable

The ratings mentioned above were reaffirmed by the rating agencies during FY 2021. With the above
rating affirmations, the Company continues to enjoy a high level of rating from all major rating agencies
at the same time.




Asset quality

Risk assessment of customers is made at the time of initial
appraisal for pricing and granting loans. The Company also
makes a portfolio risk analysis at frequent intervals with
its stringent review mechanism. Gross NPA has increased
from 0.88% in FY 2020 to 1.92% in FY 2021 and net NPA

increased from 0.47% in FY 2020 to 1.53% in FY 2021.

Swot Analysis

Strengths

Strong track record in financing against gold
jewellery

Manappuram has been in the gold loan business for more
than 60 years. Based on this industry experience, we have
designed an appropriate assessment and underwriting
methodology. We have a substantial brand value and
reputation in India. Reputation and trust play a significant
role in this financing segment as it assures the customer
of credibility.

Adequate Capitalisation

We have a healthy capital adequacy ratio of 29.02% as
of March 31, 2021. Lower asset-side risk also supports
capitalisation. AUM in the gold loan segment is expected
to grow moderately over the medium term. Also, other
parts (affordable housing finance, loans against property,
and CV finance) have a relatively small scale.

Stable Funding Profile

Around 14.4% of the consolidated borrowing (including
off-balance sheet funding through securitisation and
ECBs) was from banks (public and private) and financial
institutions with which we had established relationships.
This source is stable and cost competitive. We have also
raised funds from long-term capital market instruments
such as NCDs and subordinated debt. As microfinance and
CV portfolios are securitised, it further widens the funding
sources.

Strong profitability

Profitability has improved during FY 2021. The substantial
improvement is partly attributable to reduced auction
losses consequent to the shift to short-tenure products
of three months along with a focus on regular interest
collection. The ability to limit operating cost will be critical
for stability in profitability. Also, restricting credit costs in
the non-gold finance segments, as they grow, will remain
a key factor.

Statutory
Reports

Weakness / Area Of Improvement
Geographical concentration in revenue

Operations have a significant regional focus compared
to large NBFCs. South India accounted for about 63%
of the total AUM as of March 37, 2021, though this has
reduced from 82% as of March 31, 2012. About 40% of
the microfinance portfolio is in the southern states: Tamil
Nadu, Karnataka, and Kerala. Given the enormous size
of the gold loan book compared with other segments,
and the dominant presence of the gold loan business in
south Indian states, revenue is likely to continue to be
concentrated geographically and in terms of the asset
class over the medium-term.

Challenges associated with loan

segments

non-gold

Growth, asset quality, and profitability in the non-
gold loan businesses have not stabilised fully. The
collection efficiency in the microfinance and housing
finance portfolios was affected during FY 2017 following
demonetisation and likewise in FY 2021 due to the
pandemic. Increased credit cost could impact Asirvad's
profitability. Similarly, the housing finance portfolio
requires further seasoning. Delinquencies have inched up
against the backdrop of the pandemic-related disruptions
and requires close monitoring. The CV portfolio had been
growing at a fast pace (until the onset of the pandemic)
and operations have attained a measure of stability.

Opportunities
Untapped Potential

The core business of the Company, of providing gold
loans, continues to offer excellent growth potential. The
World Gold Council estimates privately held gold to be
anywhere between 20,000 to 25,000 tonnes in India.
The gold loans business model aims primarily to impart
liquidity to this stock, which is still mostly untapped.

Level Playing Field

With the RBI now prescribing a uniform cap on LTV of
75% for both banks and NBFCs, there is a level playing
field that benefits NBFCs. Further, the volatility exhibited
by gold price over the last two to three years has visibly
dampened the enthusiasm for the gold loan business
among banks, which translates into a less aggressive
stance in the market.

Continuing Opportunities In The Unorganised
Sector

Proximity is essential for choosing a given type of financial
institution when availing of a gold loan. People prefer
convenience over other factors; transaction cost plays a
vital role in the financial behaviour of a client. Despite the
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growing network of the formal sector, the informal sector
continues to dominate the overall market for gold loans,
which presents an opportunity to expand the network and
win over the business from the informal sector.

Technology Innovations

We had rolled out an advanced Online Gold Loan (OGL)
product that is cashless and available to the customer
24x7. Given the convenience, and the fact that cash
disbursements are being increasingly more regulated,
OGLis well poised to take over a larger share of the market.

Threats

70% of the consolidated
advances of the Company, a sharp decline in the price
of gold within a short period may adversely affect
repayments and limit growth prospects.

Business is highly regulated, and it may be adversely
affected by future regulatory changes.

Financial performance is vulnerable to interest rate
risk, as most of the funding is from banking channels.

AUM growth can be negatively impacted by a decline
in the gold price.

Greater competition from NBFCs/banks/fintech could
impact growth in AUM and profits.

Managing Attrition:

While growth prospects remain good, client and employee
attrition could resultin scalability challenges for the sector.
Employee attrition was around 25% at the field level
(mainly from the ranks of those with two years of service
or less), further training needs are likely to change as we
move towards higher automation of processes and higher
ticket sizes. Client attrition rates have also increased with
increased competition leading to pressure on the field
staff to continuously acquire clients and penetrate newer
geographies for maintaining good client growth rates.

Improving Geographical Mix And Asset Quality

The geographic combination of the industry has been
developing at the state and district levels. Karnataka and
Telangana remained in the top two states in terms of the
portfolio as of March 31, 2021.

An analysis of the portfolio cuts of MFIs reveals that ticket
sizes and loan tenures are rising. While the opportunity
to scale up and grow remains intact, there is a need for
more involved credit analysis and assessment of the
actual debt repayment capacity of the borrower. Further,
there is a need for aligned risk management policies in the
sector for responsible and sustainable growth. The overall
indebtedness of the borrower from all formal sources

should be considered for leveraging calculations rather
than for compliance with regulatory norms. Given that
the target segment for microfinance-focussed lending by
MFls, SFB licensees and commercial banks is the same,
both lenders and regulators need to critically reassess
the guidelines from a risk perspective and maintain the
core objective of ensuring that the end borrower is not
overleveraged.

The asset quality indicators should be supported, over
the medium term, by structural factors such as group
selection-elimination and the fact that MFls represent
the lowest cost of funding for borrowers. Nevertheless,
the segment remains vulnerable to income shocks and is
politically sensitive. Therefore, ICRA expects credit costs
for the sector to remain volatile with low credit costs at
1.5-2.5%, which could vary among players across cycles,
depending on their risk management practices.

Capital Requirement

ICRA expects the sector would need external capital of
% 60-90 billion for the next three years to meet the
growth plans. While raising money is unlikely to be a
significant impediment for well-managed large MFls/
SFBs, the smaller entities may continue to struggle to
mobilise equity capital. This could lead to some of the
smaller MFls choosing to originate more portfolio through
the BC model as partners to the larger lenders in order to
conserve capital.

Liquidity

In addition to the capital flow that aided the liquidity
profile of MFlIs in the past, the priority sector status
attached to the bank loans, off-balance sheet funding
(mostly assignments) of MFls, and shorter tenures support
liquidity profile.

However, incremental funding requirements for the MFls
are likely to remain high given the growth aspirations and
the need to maintain disbursement levels for servicing the
existing client requirements as well. At the same time, the
recent volatility in the wholesale market is likely to keep
the cost of funds elevated for these MFIs especially since
these players are highly dependent on wholesale funding
sources. Overall, the availability of new funding would be a
key factor impacting MFIs' liquidity profiles going forward.
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The following table presents Company’s standalone and Consolidated abridged financials for the fiscal year 2020-21,
including revenues, expenses and profits.

T In billion
Particulars FY 2020 FY 2021 % growth
Income from operations 54.65 63.31 15.83%
Profit before tax 20.07 23.16 15.38%
Proflt after tax (after minority 14.80 1725 16.53%
interest)
AUM 252.25 27224 7.92%
Net worth 57.46 73.07 2717%
RoA (%) 5.90 5.61
RoE (%) 28.40 26.17
No. of branches 4,622 4,637
Total no. of employees 27,726 30,522

T In billion
Particulars FY 2020 FY 2021 % growth
AUM 191.22 205.73 7.59
Gold loan AUM 169.67 190.77 12.4
Gold holding (tonnes) 72.39 65.33 -
Liv.e gold loan customers 262 259 )
(million)
Gold loans disbursed 1,689.09 2,638.33 56.2
Capital adequacy ratio 2174 29.02
Cost of fund 9.29 912
Gross NPA (%) 0.88 192
Net NPA (%) 0.47 1.53
Number of branches 3,529 3,524
CV loans (AUM) 13.44 10.53 -21.70

The other business verticals of our Company include Vehicle and Equipment Finance Business, Payments
business, SME business and fee-based services including forex and money transfer. Further, we have also
expanded into other business verticals such as microfinance business through our Subsidiary AML, housing
finance business through our Subsidiary MHFL and insurance broking through our Subsidiary MAIBRO.

A more detailed discussion of the non-gold businesses of the Company is available in the Director’s report

on Page 74

-
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% In billion

Particulars FY 2020 FY 2021

Return on Net Worth (%) 2513 27.47

Basic EPS (after exceptional items) 14.58 20.0

Interest Coverage Ratio 221 232

Current Ratio 197 2.34

Debt Equity Ratio 3.30 2.56

Operating Profit Margin (%) 71.24 -

Net Profit Margin (%) 3254 325

Detailed explanation of ratios

Vi.

Return on Net Worth

Return on Net Worth (RONW) increased over the period
from 2513% to 27.47%, on account of 16.53% growth in the
profit after tax.

Basic EPS

Earnings per Share (EPS), showed improvement of 37.74%
from ¥ 1458 per share to ¥ 20.08 per share, due to
improved profit after tax, as explained above.

Interest Coverage Ratio (x)

The Interest Coverage Ratio remained in-line with the
previous year at 2.32 in FY 2021 similar to 2.21in FY
2020.

Current Ratio (x)

The Current Ratio of the Company improved from 1.97
in FY 2020 to 2.34 in FY 2021, as the Company made a
conscious decision to improve its liquidity profile and
shifted the funding profile towards long term Lliabilities,
even though the assets remained essentially short-term
in nature.

Debt Equity Ratio (x)
The leverage decreased to 2.56 in FY 2021 from 3.30 in

FY 2020 as the Company expanded its business
significantly, with AUM increasing by 8% over the period.

Operating Profit Margin (%)

Improvement in the operating profit margin from 71.24 in
FY 2020 to 7713 in FY 2021 may be attributed to the cost
reduction measures undertaken in the previous years, the

Vii.

impact of which is observed in the financial year FY 2021.
Net Profit Margin (%)

The net profit margin also improved from 2841 in
FY 2019-20 to 32.54 in FY2020-21 as the lower tax rates
and improved business volumes resulted in higher profit
in relation to the turnover.

Risk Management

Risk management forms an integral part of our business.
The key risks are Credit Risk, Interest Rate Risk, Market
Risk (collateral price), Liquidity Risk and Operational Risk.
These risks, if not effectively managed may have a bearing
on our financial strength and operations. Bearing this
in mind, we continuously improve our risk management
policies and procedures and implement them rigorously
for the efficient functioning of our businesses. The key
objective in the risk management processes is to measure
and monitor the risks and effectively contain these within
acceptable limits.

The Company has the Board approved 'Enterprise Risk
Management Policy and Framework’ and various other
risk management policies relating to the Credit Risk
Management, Liquidity Risk Management, Risk Tolerance
among others and its implementation is supervised by
the Board of Director's Risk Management Committee
(RMC). RMC periodically reviews various risk levels and
their movement, composition of the assets and Lliability
portfolios, the status of impaired assets, recovery/
collection etc. Risk Management functions of the Company
are independent of the business sourcing units, headed by
the Chief Risk Officer, reporting directly to MD & CEO.

Risk Management Process

The risk management system includes the

following key elements

Objectives and principles driving the strategy



Assignment and monitoring of responsibilities.

Framework and reporting cycle to identify, assess,
manage, monitor and report the risks

Combination of ‘'top-down' and ‘bottom-up’ risk
assessment and management process

Risk monitoring plan, outlining the review, challenge
and oversight activities

Reporting procedures ensuring active monitoring and
management of risk at all levels

Embedded robust risk management culture across all
levels of the Company

The risk management framework operates on the
assessment of risks through proper analysis and
understanding before undertaking any transactions
and changing or implementing processes and systems.
Regular review, stress testing and scenario analysis of
portfolios, self-assessments control and monitoring of key
risk indicators enhance the risk management framework.
The key risks are:

Credit Risk

Credit risk is defined as the possibility of losses associated
with diminution in the credit quality of borrowers or other
counterparties.

The Company has credit risk frameworks, policies,
procedures and systems for managing the credit risk. The
Company has a well laid out loan/collateral appraisal
system and procedures for all loans. Management
of credit risk rests on the process for evaluating the
creditworthiness of customers, transparent and fair
valuation of the collateral and prudential loan to value limit.
Our credit policies for non-gold loans ensure evaluation
of various factors including income, demography, credit
history and other indebtedness of the borrower, loan to
value ratio, the tenor of the loan, risk gradation and others
while evaluating loans.

While retail loans are managed largely on a portfolio
basis across various products and segments, the small
book of a corporate portfolio is managed both on an
individual and portfolio basis. The credit risk management
also includes capping of exposures based on borrower
group, geography and industry. Credit Risk Management
also involves portfolio diversification and periodic post-
disbursement monitoring, relationship management with
borrowers and remedial measures.

Interest Rate Risk And Foreign Exchange Risks

The Company is subject to interest rate risk, principally
because it lends to customers at fixed interest rates and
for periods that may differ from its funding sources, which
bear fixed and floating rates. Interest rates are highly
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sensitive to many factors beyond our control, including the
monetary policies of the RBI, deregulation of the financial
sector in India, domestic and international economic and
political conditions, inflation and other factors. Majority
of our asset portfolio has contracted maturity period of 3
months, which often gets repaid even earlier. We are not
significantly exposed to interest rate risk.

We assess and manage the interest rate risk on our
balance sheet by managing our assets and liabilities.
The Company's interest rate policy, Ligquidity Risk
Management Policy, Resource Planning Policy and
Asset Liability Management Policy and Procedures ("ALM
Policy”), have been approved and adopted by the Board,
implemented and monitored periodically by the Asset
Liability Management Committee (ALCO). We also conduct
stress tests on the portfolios to measure the impact on
the Company’s profitability due to movements in interest
rates.

As per the Board approved “Foreign Exchange Risk
Management Policy” all foreign exchange liabilities and
foreign exchange assets exceeding Rs.10 million must be
hedged. ALCO periodically reviews all the foreign currency
exposures and monitors the foreign exchange risks.

Operational Risk

Operational risks are risks arising from inadequate or
failed internal processes, people and systems or external
events. As one of the features of our lending operations,
we offer a fast loan approval process and therefore
have adopted de-centralised loan approval systems. To
control our operational risks, we have adopted clearly
defined loan approval processes and procedures. The
internal control includes effective separation of functions,
segregation of roles and responsibilities, reliance on the
maker-checker concept, monitoring of exceptions, etc. We
also attempt to mitigate operational risk by maintaining a
comprehensive system of internal controls, establishing
policies and procedures to monitor transactions,
maintaining  necessary back-up  procedures and
undertaking contingency planning. We have adequately
insured ornaments pledged against employee and
customer frauds, fire, theft and burglary. Besides onsite
and offsite security surveillance of our branches, we
conduct internal audits at all our branches to assess the
adequacy of and compliance with our internal controls,
systems and processes.

The Company operates in an automated environment
and makes use of the latest technologies to support
various operations, which leads to various operational
risks viz business disruption, breaches in data security
etc. The Board has adopted various IT and Security
related policies to provide a governance framework for
information security practices to mitigate information
technology-related risks. Besides internal audit, an
independent agency also assures the management of
information technology-related risks. We have a robust
Disaster Recovery plan that is periodically tested to
ensure that it can meet any operational contingencies.

e
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The Company achieved the ISO 27001:2013 ISMS
certification (ISO 27001:2013) from BSI. BSI Group, also
known as the British Standards Institution, is the national
standards body of the United Kingdom. BSI produces
technical standards, audits and provides certification
to companies worldwide who implement management
systems standards.

The Board of Directors have also adopted a Whistle Blower
Policy. Vigilance department in the head office oversees
the implementation of fraud prevention measures across
the organisation. Frauds are fully investigated to identify
the root cause and relevant corrective steps are taken to
prevent a recurrence.

The first line of defence in the operational risk
management is provided by the Business Units, which
maintain strict internal controls and procedures. Internal
audit has adopted a risk-based audit of units, businesses
and processes based on various risk alerts. The audit
department reviews the effectiveness of governance, risk
management and internal controls regularly. Operational
Risk incidents are reviewed at the periodical Performance
Review Meetings (PRM) of senior executives. Reports
of the internal auditors, as well as the responses, are
discussed and reviewed by the Audit Committee of the
Board. Risk Management Committee of the Board also
reviews risks in governance and effectiveness of the
operational risk management controls.

Liquidity Risk

Liquidity risk arises due to the unavailability of an
adequate amount of funds to meet the Company’s
financial obligations at an appropriate price and tenure.
As most of our loans (at the portfolio level) have maturity
shorter than the maturity of our liabilities, we have positive
cashflows in all maturity buckets.

The Company attempts to minimise this risk through a mix
of strategies, including diversification of sources of funds,
securitisation and assignment of receivables, fixing caps
on short term funds and maintaining liquidity buffer.

The Company also monitors liquidity risk through the
ALCO and Resource Management Committee of the
Board. Monitoring liquidity risk involves categorising all
assets and liabilities into different maturity profiles and
evaluating them for any mismatches in any maturities,
particularly in the short- term. Through the ALM Policy, we
have capped maximum mismatches in various maturities
in line with guidelines prescribed by the RBI.

A categorisation of assets and liabilities in time buckets
are based on their maturities and repricing options. Action
plans are drawn to ensure a minimum mismatch in each
of the time buckets in line with guidelines prescribed by
the RBI.

To strengthen liquidity risk management of NBFCs, RBI
issued guidelines to maintain Liquidity Coverage Ratio
(LCR) in the form of the High-Quality Liquid Assets (HQLA)

from 1 December 2020. The HQLASs are assets that can be
converted to cash easily and immediately. The Company
maintains higher HQLAs than the regulatory minimum
LCR.

Cash Management Risk

Our branches collect and deposit a large amount of cash
through a high volume of transactions. To address cash
management risks, we have developed advanced cash
management checks that we employ at every level to
track and tally accounts. Moreover, we conduct regular
audits to ensure the highest standards of compliance with
our cash management systems.

Asset / Security Risk

Asset risks arise due to the decrease in the value of the
collateral over time. The selling price of a pledged asset
may be less than the total amount of loan and interest
outstanding in such borrowing, and we may be unable to
realise the full amount lent to our customers due to such
a decrease in the value of the collateral. The Company
follows industry standard (as per RBI guidelines) and fixes
the maximum gold loan LTV based on the one-month
average of gold prices. ALCO reviews the gold prices and
monitors the adequacy of the collateral margins.

We may also face specific practical and execution
difficulties during the process of auction. We ensure that
all legal procedures are followed and take appropriate
care in dealing with customers for auctioned assets. We
also additionally face the risk of theft and robbery, as all
pledged assets are stored locally at the branches (as per
RBI norms). We have deployed 24x7 online monitoring
and various sensors at the branches to ensure the safety

of the gold collateral.

Business Risk

The Company, being an NBFC, is exposed to various
external risks which have a direct bearing on the
sustainability and profitability of the Company. Foremaost
amongst them are Industry Risk and Competition Risk. The
volatile macroeconomic conditions and change in sector
dynamic in various commercial segments cause ups and
downsin the business and may resultinimpairment of loan
assets. We have a dedicated team to continuously monitor
the trends in the economy and the various sectors within
it. With increasing competition in the financial markets, the
business growth of the Company is now dependent on its
ability to face competition. Keeping with the trends and
practices in the market, we have developed tailor-made
products to deepen market penetration. Equipped with
an enthusiastic sales force, range of products, continuous
efforts to improve TAT, and foster a customer-friendly
culture, the Company is successfully withstanding
competition.
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Regulatory Risk partnerships for business generation and collections,

It is the risk of change in-laws and regulations materially
impacting the business. All the periodic guidelines issued
by regulators including the RBI, SEBI, NHB, IRDA are
fully adhered to and complied with by the Company.
The Company strictly adheres to the Capital Adequacy,
Fair Practices Code, Asset Classification and Provisioning
Norms, submission of all required returns to the regulators
with zero tolerance for non-compliance.

Human Capital Risk

Our success depends on our ability to retain and attract
qualified personnel. We have a policy of providing an
excellent working environment for employees across all
levels for better work-life balance. The compensation paid
by the Company is comparable with other companies in its
class and size in the industry.

Reputation Risk

Reputational risk is the risk of possible damage to the
company’s brand and reputation, and the associated
risk to earnings, capital or liquidity, arising from any
association, action or inaction which could be perceived by
stakeholders to be inappropriate, unethical or inconsistent
with MAFIL's values and beliefs. The Company has a Board
approved Reputation Risk Management policy, which
prescribes certain tolerance levels for such risk incidents,
which should be reviewed by the Risk Management
Committee periodically.

HUMAN RESOURCE

The Company believes that people perform to the best
of their capability in organisations to which they feel
genuinely associated. The Company focuses on widening
organisational skills and improving organisational
effectiveness by having a competent and engaged
workforce. Our people are our partners in progress, and
employee empowerment has been critical in driving our
organisation’s growth to the next level.

Each of the Company’s business vertical has an explicit
performance management model that helps in aligning
individual performance with that of the business. Talent
Management and Development in that scenario plays
a pivotal role to attract and build people capability for
their growth and through them for the growth of the
organisation. The Company also identifies and adopts best
industry practices related to Health, Safety, Security and
Environment which outlines the core of its business and
ensures in developing a culture where its employees drive
them.

INFORMATION TECHNOLOGY

The Company has begun a transformation of the
technology landscape. Technology has been deployed
to support the more straightforward implementation of

operational efficiencies, and compliance with statutes. In
line with this, the Company has implemented enterprise
platforms such as business process management and
business intelligence. Also, fortification of information
security measures through IPv6, web proxy, network
access control and artificial intelligence-based network
traffic analysis tool. The Company entered into IT
services sourcing arrangements with global leaders of
ITES to supplement the internal capabilities and for the
enhancement of digital solutions of customer mabile app,
payments, and KYC, as well as engagements for tapping
into nascent technologies and the fintech ecosystem.

INTERNAL CONTROL

The Company has put in place an adequate internal
control system to safeguard all its assets and ensure
operational excellence. The system also meticulously
records all transaction details and ensures regulatory
compliance. The Company also has a team of internal
auditors to conduct an internal audit which provides that
all transactions are correctly authorised and reported.
The Audit Committee of the Board reviews the reports.
Wherever necessary, strengthening of internal control
systems and corrective actions initiated.

CAUTIONARY STATEMENT

Certain statements in the Management Discussion and
Analysis describing the Company’s objectives, predictions
may be ‘forward-looking statements’ within the meaning
of applicable laws and regulations. Actual results may
vary significantly from the forward-looking statements
contained in this document due to various risks and
uncertainties. These risks and uncertainties include the
effect of economic and political conditions in India, volatility
in interest rates, new regulations and Government policies
that may impact the Company's business as well as its
ability to implement the strategy. The Company does not
undertake to update these statements.
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SECTION- A

1. CIN of the Company

2.Name of the Company
3. Registered Office

4 Website
5. E-mailid

6. Financial Year reported

7. Sector(s) that the Company is engaged in (industrial
activity code-wise)

8. List three key products / services that the Company
manufactures /provides (as in balance sheet)

9. Total number of locations where business activity is
undertaken by the Company

i. Number of International Locations (Provide details of
major 5)

ii. Number of National Locations

10. Markets served by the Company: (Local / State /
National / International)

L65310KL1992PLCO06623
Manappuram Finance Limited

Manappuram Finance Limited

IV / 470 (Old) W638A (New), Manappuram House, Valapad, Thrissur,
Kerala, India- 680 567

Landline : 0487 3050 000, 3050 108, 3050 100
WWW.Manappuram.com
mail@manappuram.com

2020-21

As per National Industrial Classification — 2008, Section K - Financial
and Insurance Activities Division 64 -

Financial Service Activities, except insurance and pension funding. Code:
64191

Manappuram Finance Limited (‘Manappuram Finance’) is a non-banking
company governed by RBI Act, 1934

Gold loan
Vehicle and Equipment Finance

Onlending (Corporate Loan)

None

As on 31 March, 2021, Manappuram Finance has over 3,524 branches
across 22 states and 6 Union Territories

Manappuram Finance serves customers in national market.

SECTION B - FINANCIAL DETAILS OF THE COMPANY

1. Paid-up Capital
2. Total Turnover
3. Total Profit after Taxes

4. Total Spending on Corporate Social
Responsibility (CSR) as percentage of Profit after
tax (%)

5. List of activities in which expenditure in 4 above
has been incurred

%1,692.73 million

T 51,935.15 million
T 16,979.19 million
164%

Activities are predominantly in the area of Quality education,
Healthcare, Community Development including Day Care facilities for
senior citizens, Empowerment of women, Environment sustainability
etc. For more details please refer Annexure V of Boards Report.
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SECTION C - OTHER DETAILS

1 Does the Company have any Subsidiary Company / Companies?
Yes

2 Do the Subsidiary Company / Companies participate in the BR Initiatives of the parent company? If yes, then indicate the
number of such subsidiary company(s)
Yes. Four Subsidiaries

3 Do any other entity / entities (e.g. suppliers, distributors etc.) that the Company does business with, participate in the BR

initiatives of the Company? If yes, then indicate the percentage of such entity / entities? [Less than 30%, 30-60%, More
than 60%)]

Yes, there are various entities that Manappuram Finance does business with, which take part in the BR initiatives. We engage
with our subsidiaries, business associates, implementing partners and suppliers to be part of our BR related initiatives. At
present, the percentage of BR initiatives would be less than 30% and we are keen to increase the level of participation of all
stakeholders.

SECTION D - BUSINESS RESPONSIBILITY INFORMATION

1 Details of Director / Directors responsible for BR

a. Details of the Director / Directors responsible for implementation of the BR policy / policies

DIN Number 00044512
Name - MrV.P.Nandakumar.
Designation :MD & CEO

b. Details of the BR head: Nil

2. Principle-Wise (As per NVGs) BR Policy / Policies
(@) Details of Compliance (ReplyinY / N)

No QUESTIONS Pl P2 P3 P4 P5 P6 P7 P8 P9

1 Do you have a policy / policies for Y Y Y Y Y Y Y Y Y

2 Has the policy being formulated in consultation with the relevant stakeholders?

<
<
<
<
<
<
<
<
<

3 Does the policy conform to any national / international standards? If yes, specify? N N N N N N N N N
(50 words) (Note 1)

4 Has the policy being approved by the Board? If yes, has it been signed by MD / owner Y Y Y Y Y Y Y Y Y
/ CEO / appropriate Board Director?

5 Does the company have a specified committee of the Board / Director / Official to Y Y Y Y Y Y Y Y Y
oversee the implementation of the palicy?

6  Indicate the link for the policy to be viewed online? (Note 2) Y Y Y Y Y Y Y Y

7 Has the policy been formally communicated to all relevant internal and external Y Y Y Y Y Y Y Y
stakeholders?

8 Does the company have in-house structure to implement the policy / policies. Y Y Y Y Y Y Y Y Y

9 Does the Company have a grievance redressal mechanism related to the policy / Y Y Y Y Y N N N Y
policies to address stakeholders' grievances related to the policy / policies?

10 Has the company carried out independent audit / evaluation of the working of this Y Y Y Y Y N N Y Y
policy by an internal or external agency? (Note 3)

(b) IFanswer to the question at serial number 1against any principle, is ‘No’, please explain why:




& MANAPPURAM
FINANCE LIMITED

Make Life Easy

Business Responsibility Report

Note 1

During the year, the Company has not implemented National/
International Standards w.rtits policies. However, the Company
conductsbusinessinlinewiththerules,regulationsanddirections
of the Reserve Bank of India, Companies Act 2013, SEBI (Listing
Obligations & Disclosure Requirements) Regulations, 2015 and
such other regulations and acts passed by the Government of
India from time to time.

Note 2

The Web-link and accessibility to the following policies which
are relevant to the principles are available on https:./www.
manappuram.com/policies-codes.html

Business Responsibility Policy

Code of Practices and Procedures for Fair Disclosure of
Unpublished Price Sensitive Information

Cross selling policy
Investment Policy
Auction Policy

Policy for Determination of Materiality and Disclosure of
Material Events/Information

Policy on Materiality of Related Party and Manner of
Dealing With Related Party Transactions

Loan Policy

Interest rate Policy

Whistle blower Policy

Corporate Saocial Responsibility Policy

Know Your Customer (KYC) and Anti Money Laundering
Measures Policy

Fair Practice Code

Mechanism for Dealing with Customer Complaints &
Redressal

Internal Audit Policy

Dividend Distribution Policy

Gift Policy

Employee Speak up Policy

HR Policy

POSH policy

lPEoFEtig on transfer of Unclaimed Amount of NCDs to GOI or

Some of the above policies with respect to employees are only
available on intranet of the Company.

Not Applicable

Governance related to BR

a. Indicate the frequency with which the Board of Directors,
Committee of the Board or CEO to assess the BR
performance of the Company. Within 3 months, 3-6
months, Annually, More than 1 year

The overall BR performance is reviewed annually by the
Management and the Board.

b. Does the Company publish a BR or a Sustainability
Report? Whatis the hyperlink for viewing this report? How
frequently itis published?

This is the fifth Business Responsibility Report of the
Company. Manappuram Finance publishes BR Report
annually which forms part of Annual Report. It is available
at https:/www.manappuram.com/investors/annual-

reports.html

SECTION E - PRINCIPLE - WISE PERFORMANCE

BUSINESSES SHOULD CONDUCT AND GOVERN
THEMSELVES WITH INTEGRITY IN A MANNER THAT IS
ETHICAL, TRANSPARENT AND ACCOUNTABLE

1.  Does the policy relating to ethics, bribery and corruption
cover only the Company? Yes / No. Does it extend to the
Group /Joint Ventures / Suppliers / Contractors / NGOs /
Others?

No. The Policies relating to ethics, bribery and corruption
cover not only Manappuram Finance, but also extends to
subsidiaries, Vendors, Consultants, Suppliers and other
externalstakeholders.

Manappuram Finance accords utmost importance to
ethical, transparent and accountable conduct by its
employees and stakeholders. The Compliance function
of Manappuram Finance ensures needed compliance
with various regulatory and statutory requirements at
all appropriate levels within the Organisation. It also
updates the Board and the Management on the status of
compliances in the changing regulatory environment.

Manappuram Finance commits timely disclosures and
transparency at all levels so as to provide access to all
relevant information about its business to stakeholders.
The Corporate Governance practices apply across
various businesses of Manappuram Finance including
Board Governance. The Board oversees the service of the
Management towards protection of stakeholders' interest
in the long run.
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2. How many stakeholder complaints have been received
in the past financial year and what percentage was
satisfactorily resolved by the management? If so, provide
details thereof, in about 50 words or so.

There was Nil stakeholder complaint received in the
reporting period with regard to ethics, bribery and
corruption. Further,asan NBFC dealing with a large number
of retail customers, the Company gets routine complaints
relating to customer service etc. The same is handled by
the Company's customer relationship management (CRM)
team and the cases are closed expeditiously with utmost
importance.

BUSINESSES SHOULD PROVIDE GOODS AND
SERVICES IN A MANNER THAT IS SUSTAINABLE AND
SAFE

1. List up to 3 of your products or services whose design
has incorporated social or environmental concerns, risks
and / or opportunities.

The most important product of the Company is gold
loans which are availed mostly by the vulnerable and
underprivileged sections of society who are largely
financially excluded. As they lack access to banks, they
prefer to park their meagre savings in gold jewellery andin
times of need, they pledge their jewellery to raise money. In
this way, gold loans fulfil the credit needs of the excluded
sections of society and contribute to social progress.

The Company has also incorporated social and
environmental opportunities in its financial operations, for
example, Manappuram Finance has developed Online Gold
Loan (OGL) which is India’s first attempt at digitalisation
of the field. OGL is a step forward to attain the National
objective of cashlesstransactions.

2.  For each such product, provide the following details in
respect of resource use (energy, water, raw material etc.)
per unit of product (optional):

a. Reduction during sourcing / production / distribution
achieved since the previous year throughout the value
chain.

As a company dealing in financial services, the main
resource utilised by the organisation is paper. Focus is
given to making systems and procedures paperless and
tech initiatives initiated to make the head office paperless.
The launch of Online Gold Loan facility accessible to
customers through a mabile app has reduced consumption
of paper. Centralised ERP system implemented by
Company helps to reduce paper usage at various divisions
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and branches. Manappuram Finance has also implemented
paperless Board and committee meetings so as to avoid
usage of paper. During the FY 2020, compliances with
respect to SEBI(Insider Trading), Regulations, 2015 have
also been done through an application which is paperless.
Additionally, approvals/intercompany communications
have been made 100% paperless using an in-house
application.

b. Reduction during usage by consumers (energy, water)
has been achieved since the previous year.

Manappuram Finance has made considerable efforts to
create awareness among its customers and employees
about prudentusage and conservation of natural resources.

The Company uses low noise and low emission diesel
generator sets (for power backup) at its corporate office,
regional offices and reduces its environmental and
carbon footprint by continuously exploring opportunities
to enhance energy efficiency through measures such as
monitoring energy consumption, use of energy efficient
equipment etc.

Manappuram Finance Limited has replaced all CFL lamps
with LED lamps reducing the lighting load and We have
installed one 20 kilowatt capacity solar power plant in
Manappuram Villas facility which are used by employees
for accomodation purposes.One 30 kilowatt capacity solar
power plant is installed in Mageet School roof top where
children of our employees study, 3 solar plants of capacity
13 kilowatt, 6.5 kilowatt and 6.7 kilowatt respectively is
being installed at Painoor hostel accomodation facility roof
top for which work is under progress and the same are
used by employees for accomodation purposes.

Manappuram Finance minimises the usage of lightings,
air-condition systems and other various infrastructure
services in branches, offices and the corporate office to
inculcate an atmosphere of energy efficiency.

3. Does the Company have procedures in place for
sustainable sourcing (including transportation)?

a. If yes, what percentage of your inputs was sourced
sustainably?

Our major material requirements are office and IT related
equipments. Manappuram Finance has various vendor
agreements for major suppliers which are in line with prescribed
labour and environment standards, and ethical business
practices. It may not be possible to ascertain the percentage
of inputs that are sourced sustainably. However, the Company
prioritise the procurement of materials from local vendors so as
to avoid transportation and aimed to give business opportunity
to local vendors.
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Has the Company taken any steps to procure goods
and services from local & small producers, including
communities surrounding their place of work?

If yes, what steps have been taken to improve their
capacity and capability of local and small vendors?

Manappuram Finance has a wide network of branchesin 22
states and 6 UTs of India to reach out to rural, semi- urban
and urban customers. The Company has used the Business
Assaciate model to enhance its business and reach out
to customers. Under this model, Business Associates are
recruited locally. Branches to select vendors as per the
procurement standards and many items of minimal value
are sourced locally.

The Company has taken several initiatives for the
development of local suppliers of goods and services.

BUSINESSES SHOULD RESPECT AND PROMOTE THE
WELL-BEING OF ALL THE EMPLOYEES, INCLUDING
THOSE IN THEIR VALUE CHAINS

1.

Please indicate the Total number of employees: 24,109
employees were on the payroll of Manappuram Finance as
on 31 March, 2021.

Please indicate the Total number of employees hired on
temporary / contractual / casual basis. Manappuram
Finance has hired 88 employees on temporary /
contractual / casual basis.

Please indicate the Number of permanent women
employees.

7,707 permanent women employees were on the payroll of
the Company as on 31t March, 2021.

Please indicate the Number of permanent employees
with disabilities.

5 permanent employees with disabilities were on the
payroll of the Company as on 371t March, 2021.

Do you have an employee association that is recognised
by management.

No.

What percentage of your permanent employees is
members of this recognised employee association? Nil

Please indicate the Number of complaints relating to
child labour, forced labour, involuntary labour, sexual
harassment in the last financial year and pending, as on
the end of the financial year.

70|l

8.

There were 11 complaints regarding sexual harassment
which were filed with Internal Complaints Committee of the
Company and 11 were resolved by the Committee during
FY 2020-21.

What percentage of your under mentioned employees
were given safety & skill up-gradation training in the last
year?

Induction and skill up-gradation training programmes are
routinely conducted and it covers a substantial part of the
workforce every year. The training programmes cover
various aspects such as product training, soft skills and
behavioural training etc.

a. Permanent Employees: 24,101 Employees

b. Permanent Women Employees: 7707 Women
Employees

c. Casual / Temporary / Contractual Employees: 88
Casual Employees

d. Employees with Disabilities: 5 employees

The Company has conducted programmes on
awareness of prevention of sexual harassment and
health awareness for women employees. The Company
also conducts regular yoga and fitness classes for all
employees at Head Office.

BUSINESSES SHOULD RESPECT INTERESTS OF AND
BE RESPONSIVE TO ALL ITS STAKEHOLDERS

1

Has the Company mapped its internal and external
stakeholders? Yes / No

Yes

Out of the above, has the Company identified the
disadvantaged, vulnerable & marginalised stakeholders.

Yes.

Are there any special initiatives taken by the Company
to engage with the disadvantaged, vulnerable and
marginalised stakeholders. If so, provide details thereof,
in about 50 words or so.

Yes, Manappuram Finance regularly undertakes initiatives
to engage with disadvantaged, vulnerable & marginalised
stakeholders. Manappuram Finance is committed to
providing financial services in rural/unbanked areas. As on
31t March, 2021, out of 3,524 branches of the Company,
717 branches were operating in rural areas. We believe
that stakeholders have a key role to play in the growth
of the organisation. It is our endeavour to build strong
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relationships with each of the stakeholders to meet their
financial needs through better service and products
and ensure harmonious and sustainable growth for the
Company. Manappuram Finance has evolved formal
and informal engagement mechanisms to understand
stakeholders’ expectations and concerns.

Manappuram Finance’s engagement with
stakeholders is described below:

few key

Shareholders, Customers & Investors

Equity Shareholders, NCD holders, Flls, Banks/Lenders and
Customers form part of key stakeholders of Manappuram
Finance. There are various procedures for resolving complaints
of these stakeholders including through toll-free telephone
lines, emails, letters, through the SEBI SCORES portal, through
customer engagements at branches, regional offices and
corporate office. Investor grievance cells also help in resolving
the complaints of these stakeholders.

Conference calls are organised by Manappuram Finance
post quarterly results for analysts and investors to interact
with senior management of the Company. The transcript of
this call is made available on the organisation’s website: www.
manappuram.com.

Employees

Employees too form an important category of stakeholders of
Manappuram Finance. The programs, benefits, rewards, cells
for redressal of grievances and employee satisfaction initiatives
are conducted all round the year to ensure effective employee
engagement.

Government & Regulators

The Government and Regulators such as Reserve Bank of India,
the Securities and Exchange Board of India, National Stock
Exchange of India Limited, BSE Limited, Debenture Trustees,
Depositaries, ROC, etc. are engaged through various statutory
filings, regular meetings, emails & letters.

Business Associates, Vendors and Suppliers

Business Associates, Vendors and Suppliers are engaged
through meetings, letters, emails, supplier contracts and such
other means.

Community

Manappuram Foundation, a trust formed in 2009 under
the Indian Trust Act, 1882 and a promoter group entity of
Manappuram Finance which is a CSR implementing body of
the Company monitored by CSR Committee, has undertaken
extensive Corporate Social Responsibility (CSR) initiatives, as
detailed in the Report on CSR Activities, annexed to the Board's
Report. CSR activities were also carried by the Company at

oW Statutory
Reports

regional level across the Country.
Media

The Media is engaged through advertising, media interaction,
interviews, press releases, emails etc. The marketing team
partakes in the dialogue with such stakeholders.

BUSINESSES SHOULD RESPECT AND PROMOTE
HUMAN RIGHTS

1. Does the policy of the Company on human rights
cover only the Company or extend to the Group / Joint
Ventures / Suppliers / Contractors / NGOs / Others? No.
The policies revolving around human rights cover not only
Manappuram Finance but also other stakeholders.

Manappuram Finance is concerned about the impact on
humanrights. It respects every citizen’s right and ensures its
policies and operations are non-discriminatory, upholding
dignity of every employee, customer and stakeholder.

2. How many stakeholder complaints have been received in
the past financialyearand what percent was satisfactorily
resolved by the management? Manappuram Finance
did not receive any complaint relating to human rights
violations from internal or externalstakeholders.

BUSINESSES SHOULD RESPECT AND MAKE EFFORTS
TO PROTECT AND RESTORE THE ENVIRONMENT

1. Does the policy related to Principle 6 cover only the
Company or extends to the Group / Joint Ventures /
Suppliers / Contractors / NGOs / others?

Policy extends to its value chain such as subsidiaries,
contactors, suppliers, vendors, consultants 