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SR BATLIBO! & ASSOCIATES LLP

) {Wesl)
Chartered Accountants - - 400 028, india

- Tel 1 +91 22 5813 8000

Independent Auditor’s Report on the Half Vearly and Year to Date Audited Financial Resubtsaf,
the ESAF Small Finance Bank Limited Pursuant to the Regulation 52 of the SEBI {Listing
Obligations and Disclosure Requirements) Regulations, 2015, as amended '

Ts
The Beard of Directors of
ESAF Small Finance Bank Limited

Opinion

We have audited the accompanying statement of half vearly and year to daie financial resulis of BSAF
Small Finance Bank Limited (the “Bank™), for the six months and vear ended March 31, 2020
(“Statement™), attached herewith, being submitted by the Bank pursuant o the requirements of
Regulation 52 of the SEBI (Listing Obligations and Disclosure Requirements) Regunlations, 2015, as
amended {the “Listing Regulations™).

In our opinion and to the best of our information and according to the explanations given to us, the
Staterment: - '

1. is presented in accordance with the requirements of the Listing Regulations in this regard;
and
it. sives a true and fair view in conformity swith the recognition and measurement principles

1aid down in the applicable accounting standards as per the section 133 of the Companies
Act, 2013 (the “Act™) read with Companies (Accounts) Rules, 2014 as amended to the
extent applicable, the relevant provisions of the Banking Regulation Act, 1949, accounting
principles generally accepted in India and guidelines and directions issued by the Reserve
Bauk of India from time to time (the “RBI guidelines”) of the net profit and other fimancial

information of the Bank for the six months and year ended March 31, 2020.
Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under
section 143(10) of the Act. Cur responsibilitics under those Standards are firther described in the
“Auditor’s Responsibilities for thé Audit of the Financial Results” section of our report. We are
independent of the Bank in accordance with the Code of Fthics issued by the Institute of Chartered
Accountants of India together with the ethical requirements that are relevant to our andit of the financial
statements under the provisions of the Act and the Rules thereunder, and we have fulfilled our other
cthical responsibilities in accordance with these requirements and the Code of Ethics. We believe that
the audit evidence obtained by us is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter ‘
We draw attention to Note 7 to the Statement, which describes the extent to which COVID- 19 Pandemic

will impact the Bank’s operations and asset quality will depend on future developments, which are
highly uncertain. :

©Our opinion is not modificd in rospect of this matter.

S




SR BATLIBOI & ASSOCIATES LLP

thartered Accountants
Management's Responsibilities for the Financial Resulis

The Statement has been prepared on the basis of the annual financial statements. The Board of Directors
of the Bank are responsible for the preparation and presentation of the Statement that gives a true and
fair view of the net profit of the Bank and other financial information in accordance with the applicable
accounting standards prescribed under Section 133 of the Act, the relevant provisions of the Banking
Regulation Act, 1949, the RBI Guidelines and other accounting principles gencrally accepted in India
and in compliance with Regulation 52 of the Listing Regulations. This responsibility also includes
maintenance of adequate accounting records accordance with the provisions of the Act for
safeguarding of the assets of the Bank and for preventing and detecting frauds and other irregularities;
selection and application of appropriate accounting policics; making judgments and estimates that are
reasonable and prudent; and the design, implementation and mainfenance of adeguate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the accounting
records. relevant to the preparation and presentation of the Statement that give a truc and fair view and
ave free from material misstatement, whether due to fraud or error.

In preparing the Statement, the Board of Directors arc responsible for assessing the Bank’s ability 10
continue as a going concern, disclosing, as appliceble, matters related to going concern and using the

going concern basis of accounting unless the Board of Directors either intends to liquidate the Bank or
1o cease operations, of has no realistic alternative but to do so.

The Board of Directors are also responsible for overseeing the Bank’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Resplts

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

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

e Identify and assess the risks of material misstatement of the Statement, whether duc to fraud or
error, design and perform audit procedures responsive 1o those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of ot detecting a
imaterial misstatement resulting from fraud is higher than for one resulting from errot, as fraud
may involve collusion, forgery, infentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant o the andit in order to design audit
procedures that are appropriate in the circumstances. Under Section 143(3) (i) of the Act, we
are also tesponsible for expressing our opinion on whether the Bank has adequate internal
financial controls with reference to financial statements in place and the operating effectivencss
of such controls.

o  Evaluate the appropriateness of accounting policies used and the reasonablencss of accounting
estimates and related disclosures made by the Board of Directors.

e  Conclude on the appropriateness of the Board of Dircotors’ use of the going concern basis of
acconnting and, based on the audit evidence obtained, whether a material uncertainty exists
related to ovents or conditions that may cast significant doubt on the Bank’s ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial results or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
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Charkered Accountants
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Bank 10 eease 10 continae as a gong concern.
o Evaluatc the overall preseatation, structure and content of the Statement, including the
disclosures, and whether the Statement represents the underiving transactions and events In a
manner that achieves fair presentation.

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

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

Further, we report that the figures for the half vear ended March 31, 2020 represent the derived figures
between the audited figures in respect of the financial year ended March 31, 2020 and the published
audited figures for the half year ended September 30, 2019, which were subjected to an audit by us.

For S.R. BATLIBQI & ASSOCIATESLLP
Chartered Accountants
ICAI Firm registration number: 101049W/E300004

avvesh Warl
e A VCD ~NAY LT
per Sarvesh Warty
Partner
Membership No.o 121411

UDIN: 26121411AAAACP3270

Place: Mumbai
Date: May 29, 2020




Sratement of Audited finsncial resulis.

EBAF SHALL FINANCE BARNK LIBITED
Bultding KoVIVa3E, ESAF titivan, Thrissur - Palakiad National Highway,
itanmnithy, Thrissur, Kemla - 80851

L85 UBESSUKLI0IGPLOO4S66S

for the $ix months and Year ondad 21 March 2620

*Siy Months numbers are nof anmyshised

] . 2o, fix Lakhs
Parficuiare Six Months Six Montha Yoar snded Year ended
aeled - ehded 21 Mareh 2020 | 34 March 2012
A4 Mareh 2020 | 3 Slarch 2018
Audited - Buditad Audited Auscitiad
{ftafor Nota 8 | (Refor Hote 8}
L NCONE.
interest Eamed 75,257 $5,931 141,328 1,038,164
Other lncome 8,500 4888 18,318 10,818
Tetat 84,787 §0,788 4,54,844 4,44 878
i, EXPENDITURE
interast sxpended 32633 24378 62,106 45828
Operating Expenses 31,634 25,312 60,088 45,538
Provisions and -Confingencios 7,395 4,474 13,451 15 404
Totat 71862 54,184 1,588,808 108,061
HHE BROPIT
et Profitfor the Patdodiear -1 8785 #0653 18,038 8,658
Analyticat Ratios ‘
(i} Capital Adequacy Ratio 28.05% 27 89% 24.053% 27.58%
iy éafmiﬂgs Por Share (EPS) Face value of Rs 10 sachy
- Basic {Rs;)- .36 1,74 4.45 2,57
. Diluted (s} 2.29 174 4.45 2.37
$EA Ratio
@ Groee NPA 16,085 7401 10,086 7,461
NathpA 4217 3521 4217 3521
o % ‘;‘gm& NPA 1.53% RYIA 1.55% 1.61%
ofNStNPA 0.64% 677% 0.64% 0.77%
¢ Return on Assefs 1.00% 1.11% 2.24% 1.52%




EQAL SEIALL FINANCE BARK LAMTED
Buitding Mo VB3, BEAF Bhavay, Thiissur - Palakkad Hational Highway.
Sannutiy, Theisser, Kerala - 48651

o1« USEIsSKLINIBPLE0SEEES
Nostes '
Sistament of Assets and Liabitities a5 ot 3¢ Masch 2020

1-Bratement e - fe.in Lakhs
Particulars Asal As &t ‘

a4 Sfarch 2020 | 81 March 2649

Abdited Auditad

CAPITAL AND LIABILITIES _
Capital : 42788 42,786
Reserves and Surplus ] 8828 %,5&@
Deposits 702,858 431,701
Borrowings . ) 156,352 1,790,238
Crner Listilitles and Provisions : 18 418 ms%_
Yotal ' 945,997 7,058,861
ASSETS ’ '
Cash and Balgnces with Reseve Bank of India - A0.477 24674
S alances wit Banks and Money at Call and Shot Hotice 55,802 ‘ 53,{-72
nvestments , 4.73.363 153,078
Advances & 54 782 454,825
Fixed Assels 2.0 8,084
Other Assats , , 16,882 10,801
Totat 946,857 7,08 841
Contingen Liabilties . A 5833
Sifls for colieclion ] . - .

2 The statement of audited fnancial resulte for the she monihs and year ended 51 March 2020 CStatement” or inansial reguits’) have
seen raviewed by the Audit Commitiee and approvad by the Board of Dirsctors.af thelr regpective weatings held 06 28 May 2020,

3 “The sbove finsncial reauiis of this Bank have besh prepared in aif materisl sspects, in accotdance with, the ganerally accepled
accounting principles in fndia Cladian GAAPY, statutry requirements prescribed \inder e Banking Regutstion Agt, 1848, diroulare and
guidelines isgued by the Reserve Bank of India (REF from time fo time, Regudation 52 of the Securitiss ard Exchange Board of lndia
{Listing Obligations and Disclostre Regulrement 2695 and Accounting Stendards 86 prescribed undar sention 133:¢f the Companigs
Aot 2093,

& There are no chaiges it the significent accounting policies adopted durng the yesar snded 31 Marsh 2020 as somparad to those
otiaivad for the year ended 31 March 2018, ‘

5, The Capiisl adequacy rafic JORARY has been computed s per the Operating guidelines. vide £t sotification REYI0IS17/51
DB NED.NG 26HE 13.21812018-17 dated § Ootuver 2016 (e Operating guidalines’y presorbed for Small Financs Bank .

The Bak-has folfowed Base! Hslanderdised approgeh for cradit risk i accordancs with e operating quidetings issued by the RES for
Smakt Finance Banke. Furher ng eeparste capital chage for market «isk and sperational fisl fave been compuled in visw of the
exeeption contained in RBE Notiication DERNBENRO 4502118 4321 BI2617-18 daled 8 Noveraber 2017 :

& The Bank hap elected fo exercise the aption of fower tax tales permitied under Section 115 BAA of the Income Tax Act, 1881 as;
introduced by the Tavation Laws (Amendment) Grdinance 2078, Accordingly , the Bank has recognised Provigion for Income Tax forihe
yaar ended 31 March 2020 and re-measired its defored tay aseeis bagis the rales prescribed in the aforesald section aved recognisad
the effact of changs in Bie Profit and Loss Acsount. The re- messurement bas msulled Ina wits down of the net deferred tax aagels
peraining to eatfier years by s, 78.76 Lakhs which has beon fully charged to the Profit and Loss Account during e six months ended
30 Septernber 2018

7. Yhe outbreak of COVID1E vieus, doclared 45 & giobal pandemic by the Weold Health Oranisation {WHO) has affected the world
soonomy including India leading to » signilicant desling and volatiity in financisl markels and decling in acoromic sotivities acrsss the
giibe. YWadous govarnments and central banks bave introduced a variety of measures 1o contain the spread of the virus and {0 moderale
the Impact on economic activitize And disruptions. On 24 March 2020, the Gdverament of india srnounicsd 3 2i-day lodi-down which
was further exended three Hmes Uy fo May 31, 2020 suoss the country to contain the spread of the vifus. The estent to which the
COVID-1S pandemic wil imbadt the Banids busingss prospects, asset quatity, results of epamations and otlier fufure deveiopments, Is
Highty uncertain, Howaver, the Bank is taking all poseible sleps 10 take care of fhe activities and take progetive steps leveraging the

Goverrient of India messures o strengthen thie rural economy including among-the sther things fo reduce the sevarity of the COVIDAS
panuernic, ; . !




EGAF SMALL FINANGE BANK LIMITED

Wannuthy, Thrissur, Kerals - Gaoase
G ¢ HELSHKLINIEBLLN4E68T

Buitding Mo WI8318, ESAF Snavan, Thrissur - Palakhad wationa! Highway,

the potential bnpact of CONI-18.

which ware subject to audi/ nitad review rdspectively.

classificatinng.

Blace - Mannuthy
Date : 29 May 2020

in accordance with the RE! guideiines relating o FOVIE 40 reguistory package dated FF March 2
the Bank has granted a moratodui of $1 monihe on the payment of instaiments and’ or interegt, a8 apolicatle, faling dus belween 1
fhﬁarsh 2006 15 34 Avpust 2020 o ot sligitsie borowers. For alf slich-ascounts where the sisratorium 1§ granisd, the asset claseification
shall remiain standstil during the moralorium period (e e sumber of days past due shall exchude e moratarium period for the
purpose of asset classification undsr the Insdme recogition, aseet cassification and provisioning riorms}. In fine with he HBI guidelines,
the Bank has made & provision of Rs. £45.78% Lekhe as on 31 March 20201 réspuct of standard scooums i averdue sategory - against

& Tne Baurss of s six monthe arded 31 March 2020 snd 31 Mamh 2018 hawve been derved a4 balascing figures between fhe amounts
ag per the annual sudited secounts for the years then ended, A fie sudied finandial resulis for the six months ended 30 Beptember
504G ard unaudited financiat resulls for the siz onths sndod 30 Septembér 2018 being the Half year of the raspeciive financial yewrs,

g, Figurss for the previous seriodivear have boen clsssifiedfregrouped Whersver DECRESErY, o ponform §e suprent period/ year

550, 17 Apr 2025 and 23 May 2020,

R

B

| NP
Kacdambelil mgmag
anaging Divecior § CEO
L3R 00198928




IESAF

ESAF SMALL FINANCE BANR
Joy of Banking

Disclosures made in_compliance with the Requlation 52(4) of the SEBI (Listin
Obligations and Disclosure Requirements) Regulations, 2015 for the period ended 31st
March, 2020.

A. Credit rating and change in credit rating — (Enclosed)

B. Debt-Equity ratio: 1.13

C. Previous due date for the payment of interest/ dividend for non-convertible redeemable
preference shares/ repayment of principal of non-convertible preference shares/non-
convertible debt securities and whether the same has been paid or not;

Particulars Rate of Interest Interest Due | Actual Date of
Date Payment
250 Unsecured, Rated, 17.23% 23.12.2019 23.12.2019

Listed, Redeemable,
Non-Convertible
Debentures of Rs.10
Lakhs

250 Unsecured, Rated, 16.83% 30.12.2019 30.12.2019
Listed, Redeemabile,
Non-Convertible
Debentures of Rs.10
Lakhs

200 Unsecured, Basel 10.50% 31.12.2019 31.12.2019
Ill Compliant Tier li
Bonds of Rs.10 Lakhs

200 Rated, Listed, 11.50% 31.12.2019 31.12.2019
Redeemable
Unsecured, Basel lli
Compliant Tier |l Bonds
of Rs.10 Lakhs

400 Rated, Listed, 11.50% 31.12.2019 31.12.2019
Redeemable,Unsecured
Basel IIl Compliant Tier
11 Bonds

ESAF SMALL FINANCE BANK LIMITED
RBI License No.: MUM 124, CIN: U65990KL2016PLCO45669
Registered & Corporate Office: ESAF Small Finance Bank Limited, Building No. VI1/83/8, ESAF Bhavan,
Mannuthy, Thrissur - Palakkad National Highway, Thrissur - 680 651, Kerala.

Ph. No: 0487 7123456, 123457, Email: info@esafbank.com www.esafbank.com




D. Next due date for the paym
shares/principal along with the amount of interes

preference shares payable and the redemption amount;

ent of interest/ dividend of non-convertible preference
t/ dividend of non-convertible

Particulars

Rate of Interest Interest Due

Date

Principal Due
Date

250 Unsecured, Rated,
Listed, Redeemable,
Non-Convertible
Debentures of Rs.10
Lakhs

17.23%

22.12.2020

22.12.2020

250 Unsecured, Rated,
Listed, Redeemabile,
Non-Convertible
Debentures of Rs.10
Lakhs

16.83%

28.12.2020

28.12.2020

200 Unsecured, Basel
Il Compliant Tier i
Bonds of Rs.10 Lakhs

10.50%

30.06.2020

30.06.2020

200 Rated, Listed,
Redeemable
Unsecured, Basel Iil
Compliant Tier || Bonds
of Rs.10 Lakhs

11.50%

30.06.2020

30.06.2020

400 Rated, Listed,

Redeemable,Unsecured
Basel 1l Compliant Tier
If Bonds of Rs.10 Lakhs

11.50%

30.06.2020

30.06.2020

E. Net-worth = Rs.1078.63 Cr.

F. Net Profit after Tax — Rs. 190.39 Cr.

G. EPS—Rs. 445

Thanking you,
Yours Faithfully

gfhpany Secretary
Mem No : A 30388

‘/";:;—ﬂﬁ;m;%"w*%
§ Finance By o,
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 Thankingyou,

Yours faithfully,

COMT. o CIN L6H90MH1993PLC071691'







ESAP Small Finance Bank.

_Ratings - - i
N . Amount . - a2 e
Fadies el o | Mt | Ratigadion
I 2 R TCaREA SbE
-1 Tier li.Bond issue. 125,00 {Singte A;: 0utlook~=- - Reaffirmed:
. | Certificate of Dep:m .'Rééfﬂ;méd
.(Proposed) . _{AQne R R
.| tong term: BankFaczﬂtIes : S R & . . Withdrawn

5._(ESA S

Positive-Factors.

Details' of}f_nst{umgnts_/facditieé inAnnexdré-1 . -
-Detailed Rat:onale & Kev Rating Drivers

The- ratmgs assngned to the debt Instruments and‘ ert:fscate of depnszts of ESAF Sma!t Fmance Bank Ltd

B) factors;m_ omfortable caputahsatton'*p_ 'F le anid growth in overalt busmess of the bank and

;:fimpmvmg proﬁtabzlitylduring ¥ _ilS(refers 1o, the permd Apnl 01 to Msrch 31) 3nd H1FY20(refers to the

mue ‘to factor m expenence of the promoter &

* inérease the.scale of-operations-acro
‘baok whde mamtaming good asset quahty ona sustame

Negative Eactors.

. Weakening of asset quahty on sustamed basxs
. Weakenmg of capital adequacy with CAR declmmg below 17%.1 on a.sustainad basxs

pubbwiwm
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:Detai!ed descr:' tion.of’ the: key rating dnvers
. Key Ratmg & engths

.«Expenen:e of promoter and mnnagement team' ESAF SFB was promoted by Mr X Paul Thomas, who is

.-the founder. of ESAF grolip and. holds 7. 3% stake in. ESAF SFB as on December 31, 2019 He' has over-32.
~years oﬁndustry experience;of which mure than 22' years arein the! mncrofinance sector ‘He is supported
j-.by well, qualn‘ted and-experienced management team which has nch experlence in the Hanking and

.~1ﬁﬂancral serwces sector:. The hank has. been augmpnt:ng its seriior- management team by récruiting

=’by 22% during FY19 and. stood at.Rs.5,060 - cror on March 31, 2019 (P\’ Rs 4,131 crore) -and.. durmg
-4H1FY20, AUMA'mproved by 1086 3nd:stood at’ RS, 9_ crore as-on September 30 2019: Post: transition'to

'and sub debt stood at 82%, 15% and 3% respectnvelv The tota! deposxzs g ;by 71%.'during FY18'and

stood at Rs 4, 317 crore as on Marrch 31, 2019 (PY Rs 2,523 crore). Durmg HlFYZG deposxts grew by 40%

times ason March 31,2018:

o AN AR N X

I

R TR A ST IR e i L e Yo ek




The bank's; term deposts are’ alse granular m nature W|th 89%.0f the tota! term: deposxts betow the ticket
size of, Rs.1. 0 crore as an March- 31, 2019 (88% as o
2018. The b ank's CASA las % total depos:ts) has .3
-September 3{) 2019) from:10%:i inMarch 31, 2018. ' '

_ptember 30, 2019) as agamst 56% 3son March.31,
so0: improved:. {0 149 tn March 31 2019{12% “in

,_lmpravfng asset quamy indicators -but: nsks assoc:ated with marginal :red:t prof'le of borrowers

:,stood at 90% for FY19 {PY: 96%) and.has: lmproved to 97% for.H1FY20 though the bank was impatted by-

Kerala ﬂoods and collecnon efficiéncy deel med to 75% during August.2018: Durmg FY19, the bank written
-cff its: loans to ‘the éxtent of Bs. B9.4.crote and the. asset quality: mdxcaturs of the bank has improved with
) gross NPA and Net NPA stood atd 1% and 0 77% respectiveiy as on March 31, 019 {1. 75% and 0.62% as
on- September 30, 2019) as.against 3.79% and: 2 59% as on-March:31, 2018 it.is cntical for the,bank to
maintain; its. asset -guality indicators at. cun'ent levets due to credit: r:sks assoccatad thh margmal credit
profife of borrowers {share of microfinahce’ !oans stood at 96% of the AUM as'en September 30,-2019)

who.are vu_!ner,_able to adverse-ecpfiomic cyc!es. -

!mprav!ng prof'tabdlty metrlcs. ESAF SFB's prof tabxlity imiproved: dunng FY19‘"PAT stood at Rs. 30 crore

‘on a total] mco' X of Rsil, 121 crore in FY19 as agamst PATat Rs.27 crore on a total mccme of Rs.B99.crore -

in FY18. During]l FY19 thelyield on advances (as a% of average ‘intgrest earning assets) mproved 1023.75%
{PY:23. 15%) and ‘thetost of. burrowmgs(as a% of average interest bearmg Ilabnhnes) dechned to 8.87% in
. FY19(PY N 459' ) thereby improvemientn NIM. at. 9 7SA in FY19 (PY:7. 32%} The operatmg experises (as a %
'of a\.erage tota) assets) haveslightly improved to 7 71% in FYi8 (P 37;90%) Credst costs {as- % average

-tota! assets) has mcreased 1o L99% in FY19: from 0; 92% in EY18. ROTA- has 1mproved to §.53%in FY19 as

tota! income of Rs. 729 &rgre. Diring. rllFYZO, operatmg expenses: (as 3% of average total ‘assets): ratio.

improved tc 7.21%: as against-7i; % . F¥19 and credit costs ‘{as.a % of averag : _.total assets)'lmproved to

1 55% in H1FY20 as-against 1.99% in FY19 and aided in improving the' prof tablhty mdlcators ROTA for

HIFY20. stood at '2.36% (no 13X éxpenses were mcurred)

Key Ratmg Weaknesses:

. Regianal concentration ‘of 1 loan portfolio contmues ‘ESAF SFB‘s AUM contmues ta remam ‘concentrated:in-

Kerala 8t 53% as on September 30, 2019, The: top two states ccnstttutes 81/n of the overali portfoho as.on

‘March 31 2019 (PY 81%) However, the bank has taken lmtxatwes tu reduce the concentratuan AUM in:

Kerala- decllned to 52%.as on- Margh 31; 2019 from 59% as on March 31 2019 through estabhshment of

braniches and expansioh of portfolio across-newer s_t__ates. ‘The bank: ,has:r_nproved it5 presence to 12 states
7

n FY18 -$upported’by: xmprovement i NIV Dutlng HlFYZO PAT stood at-Rs.91.croreon a .




as on- March 31 2019 as agamst 10 states as on March 31 2018 and further to 17 states. across 322

branches as on September 30, 2019

Liquidity: Adeguate
As per structural liguidity- staterment of. the bank as on: Détember. 31, 2019, ‘the bank does not have

negative cumulatxve mlsmatches up tol year t:me bucket Also, the Liquidlty Coverage Ratia {LCR} stood
comfortable at 507 OZA ason September 30, 2019 ln addition, the'bank had excess SLR investments of

Rs;;Gﬁ:crorea:,_on.s_ept_emoer 30,:_2019 which re_m_amed. favourable from the liquidity. perspective.

- Analytiéal appraach: Standalone

- .‘Apphwble Cnteria

" ‘finantial ratios — — Financia
. Bapks 5___5'5 Ratmg Methodaiogy for Bmks
B Bank - Ratmg framewcr%c for Basel Hif in

- Crite iterla; fof Short term instmments

. olfgx on. Wuthurawai of: rating

‘-'-About the" Company : y
ESAF; Sma!l Fmance Bank l.lmcted (ESAF SFB) fsi a: Kerala based: Small Fmance Bank SFB) .which has

‘Pauf Thomas

' commenfed xts bankmg" peratlons on March 10 2 17 The bank was promoted by | Mr.A K.,

which is-a part of Kerala 'based ESAF group. operatmg m Microfinange. spac,

' Mlcroﬁnance & mvest ne ts 2t timited (EMHL} ln 2007 EMFIL: subsequently got $FB l:cense -and started
Sits bankmg operatzons fiom March 2017 onwards. ESAF SFB is.cutrently. focused in retax! bankmg business
with? prasence in m!cro»ﬁnance, hausmg ﬁnance, busmess loans, joan agamst property (LAP) gold foans

and- provxdmg fmancmg solutluns -for. marginal ,customers ‘who-lack- aocess tothe furmal _banking and

-The” bank rece;ved Scheéuled status from RBI on December 27 2018.. As on December 31, 2019, ESAF

Financial Holdmgs Private” ‘Litvited held :65.63% of the shareholdlng in- ESAF SFB whxle {vr, Paul. Thomas.

-depcs:ts of Rs 6 063 crore and AUM of Rs.5, 559 crore

¢
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. Status: of non-cooperattan wnth pre\nous CRA: Not Apphcable

: Any other mformatxun, Not' Applicable

zRatmg Hnstory for last; three years. Please refer Annexure-Z

. Analyst Coritact

- MEP Stldhakar

§ in: April1993, 3nd" over two:decades,
leadmg credxt ratmg agenc:es in Indxa. CARE is- reg:stered with the Secunt:es a1 &change Board: of india (SEB]} and
also recognized as an Exteinal-Credit:Assessment lnstltution {ECAI) by the. Res 7e Bank' of India {RB!} CARE Ratings.ls

- proud of. its nghtful place in. the tndian capital market bullc around Investor conﬁdence CARE Ratmgs provzdes the

entire spectmm of credlt rating that'belps the ‘corporatas:1o raise captml for their various requ:rements and-assists
tha’ investors tc z’orm an informedf lnveszmem dec on based on. The' “credit - rlsk “gng- their own. tisk-return
verage our: domam and anatvtqca! expertise backed by the

CARE 5 ratmgs are opm]ons én the. hkehhood 0 mely payment of the obhgauons under the. ra‘ed
] mstrument and are: not recommendatlons to sanchon, renew, dxsburse or.recall the. concemed bank.

.ell or hold_,:any secunty CARE’S raungs do not convey smtab:hty or price for the

. mformatxéb obtamed from sotirces beheved by n: to be accurate and rehable CARE
ver, guarantee :the ‘aceuracy, adequacy or. compteteness ‘of - any mformanon and is not
t mlssmns or. for the results ﬂbtamed ;ffom the use; §i uch form

fee, based on the
Iso,:have;oth‘e,r

'éé




commercxal transamons wnth the entlty m case of partnershtp/prcprletary concems, tha ratmg /out!ook
: : the unsecured !bans brought } _by the partners/propnetor in addmon to the: ﬁnancsal performance and
ARE xspot respons:bie for any. errors and states that it has no financial. liabuhty
: '{acslity/msrmment whxch may mvolve acceleranon of paymems in case of razmg downgrades However, if
. any such ctauses are mtroduced and if tnggered the ratmgs may see volatility. and sharp downgrades
Annexure-1L: Deta:ls of lnstruments/Facihtles - _
- Name of the -, . ISIN Dateof .| Coupo.| -Maturity - | Sizeof .| Rating
instrument o] issuarice’. | oom | ‘Date- ;-fthe__"lssxi‘g._. assigned
: . : . Rate | . {Rs.; .| alongwith
HE crore). : Rating
- | , N o Outlook
Tier liBonds. | INEBISWOB0LE | 54 pec.o017 © | 10.50% | 30-Dec2024- | 2000 ggiff’
‘Tierlionds \INEB1BWOS024 | 55 Mar-2018 | | 1150% | 28-Mar-2025 |20.00 Sl :
TierliBonds | INES1SWOB032 1 3 yynho13 | 21.50% | 03-un2028 | 4000 Al 4
[Terngonds |- |- - [+ 9500 | CAREA; i
| {Proposed) N ' o ) . | Stable - 3
T e RS R fi_sjoo,,od | CARE Al+ &
. Annexure-z, Ratmg Hxstorv of Iast three years.
. -:ir." ~ " Nameofthe. ' [ CurrentRatmgs o). ... ... Ratinghistory e
N9 .ln_st_rumentfsaqu Type|  -Amount - Ratlng D'ate[s) & Date(s)& . Date(s) & Date{s) &
Facilities: ; 4 Qutstanding: | : Ratmg(s) Ratlng(s) ;_":'Rat‘ing{s)?, Rating{s} |- U
o 1: (Rs.erove) | assignediin}assigned in |assigned In 2017 assigned in T
3 I 1 R B | _‘I'70i9:2020|2018-2019 | " 2018 . | 2016-2017
11 Fund-based - LT-Terny | ET- 4~ -7 | g e T HICAREA;. [LCAREA-;  |LICARE A :
Loar B A S PO ‘Grable,  |Negative Stable
T - : - :(ZS-Jan-flg) (01-065-17):: OZ-‘Feb-l?)
& ' 2)CARE A-
[04-Nov-16}
13 Fundbased-UCagh |00 | < L -7 ¢ | <  [Uwithdrawn JCARE A5
feredit. ' : - 1 ' 01-Dec-17) - [table |
= : 02-Feb-17}
2)CARE A~
04-Nov-16)
[3CommerdalPaper ST [ - ] - - | -  [NCAREAL  HICAREAL
T : E . ffo1:Dec:17) * 15:Feb-17}’ }
V% Bonds-Tier i Bonds b LT 125.00 - _LARE re s \)CAREA; |HGAREA-: | .- ‘f
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" - Rating history

{12-Mar19)

Name of the Curtent Ratings., e
NoJ Instrument/Bank | Type | Amount. aatmg Date(s)& b’até(s}& " .Datels}& . | Datels) & -
1 Facilities:- : Outstandlng " Rating(s) | . Rating(s} - | Rating(s).
1o R {Rs.crore} - assignedin assigned in 2017- assigned in}.
A ; 2018-2018 | 2016-2017
EC T T T Stable “stable, N T
1 (25 Jan 19} (01 Dec—l?)
| 5. Certificate'Of Deposit ARE - '1)<;A_R'E AL - -

Note on camplexltv levels: of the rated | instrument' CAR_

classt_ffed instruments rated by it on Lhe basis of

.complex:ty This dass!f catian Is:ava Able at www. corera 195.COM. investars/market inrermed[anes/regulatots or

others are welcame to wrlte 10 care@careratmgs
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. ESAF SmalI_Finance Bank lelted
" ESAF Bhavan; Mannuthy PO,
,,.hrxssur, Keraia 680 651 o oo
. March'2,2020

" Dear Sir;

2. Th.e'r.atibna_fe.:fo%'th'e-rat'i‘rig is,atta:c,héd;a's;én-Aﬁ_nexure A

3 We request you: to peruse the annexed documents and offer your. comments,
T if any. We are domg this:as a matter of courtesy to ouf ‘clients. and with a

. '.v:ew to-ensure that no factual maccurac;es have madvertently crépt in. Kindly.

. revert-as . earty as possnble In any case, "if we. do not hear from you “by
- March 4; 2020 we will proceed of the ba51s ‘that you have no comments to
A offer

CIf you have any further. cl: r

ifications; you aré welcome'to-approach.us. .

Thankmgyou S
Yours faithfully,

R

' ;':Raﬁi-éhabkar='k_

* Wianager
Encl:As above
CARE Raﬂnﬁs Limited.
: .:CQRPORATE OFHCE 4 Floar, Gadref Collseum,Somalya Hospital Road, =~ 7 ‘Unit No, 0-509/C, Spercer Piaza, Sth Floor,
.. Ot Eastern Express Highway Sion(E), Mumbal - 400022, : ‘No, 769, Anna Satad, Chennai - $00 002.
- Yele +91-22-6754 3456 Fés: 461 52-6754 3457 T L Tcl +91-44-2849 0811 /13 /76 /2850 1000

. ~Email £ are@weraﬁngs.:om - wwwcmmﬂngs.:nm Tels Fax +91.44-2849 7812

CINALET DRI 9938LE




Annexure -\l

Ratmg Ratlonale
_ ESAF Sman Fmance Bank
Ratmgs )
o e T k- B . Ameuﬁt - . - B - .| B i 'A . .

.Fa‘-""t'asv- : : (Rs. ciore) . & | Ra!mg Rating Action

S : | R CAREA Stable I

Tiet { Bond.Issue ' 112500 - - | {singles; Butlook: Reaffirmed

. . L _Stahle}

“Certiicate of Deposits- | coven . f || CAREAT® - :
| {Proposed) . N 509‘00 . _{A One Plus) v Rea',f.ﬂrmed .
ALong mBank ) ) ; ; Bt 'Wiﬁh deawn

- Betmls of tnstruments/faczlltzes in Annexure—l

Detailed Rationale & Ke Rati.ng;pnvg'réf;_

The ratings: ass;gned to the.debi f»i.'ngtrpmerigs‘-anﬁ uﬂcate cf deposxts Of ES

F;Smali Finance Bank
Ltd (ESAF SFgY factors in coinfortable capuahsatton prof‘ le and growth in uveralll busmess of the bank
and’ nmprovmg prcfxtabmty durmg FY19(refers to the per] :od Apnl 01 to March 31) and: HlFYZO(refers
to the per:od April 01'to Septernber 30)..The. ratu ngs continge to factcr in expenence of the promoter
& management team in the lendmg btisiness; the group s significant’ expenence in- mlcrof“ nance joans

nd comfortable liquidity’ position. The ratings are, however, constrained by reglonaily concentrated

nalure of ‘business,- _!m_med q;ye;snfqga;r_gn in loan-portfolic which: mapx}l_y consists. of micro finance

loans

Theratings assignedtothe long-term bank facmtles is wuthdrawn weth xmmedlate effect,: 25 the bank

‘has f_ul,ly repaxd the'amount under the said fac_zhty anci ther:ejs no-amount ogtstand_mg as on date.

- Rating Sernsitivities
: .Pos:t/ve Factors ;

. !rcrease the scalé-of ‘gperations. across newer geographles and improve: product mix of
advances book wmle mamtaming good asset guality onha sustamed basxs

. Negative Factors,

. Weakenmg of asset.quality an SuSldi asis -
® Weakenmg of capital: adequacy w:th CARdec

’(,ompiete Jef ition: oj tlze ratmg_s asszgned ar e avaxiable ‘al wneieo era.rmgs com and ah'zer CARE
puh!rca{mns




~March ~31,-"2_o.§_
.17019(12/6 in September 30 2018} from 10% in: March 31, 2018,

- supporred by well quahﬂed and expenenced management team whlch has. rich experience in- the’

bapking and financial services. ‘sector. The bank has been augmentmg xts senior management tear by

‘recruiting professronals from the bankmg and f nancnal sector. As on December 31, 2019 the bank’s.
-board comprssed of eight: Dxrectors including fwe Independent directors:who have fich experience in

.hanklng and fmanclal'servnces,xr_)_dyst_ry.

Comfartable capitalisation levels: The bank’s capztahsanon profile is comfortable: supparted-by the
capital mfusnon of R5:464 crore threugh prwate placement of egoity. shares durmg September 2018.

As on March 31, 2019;the CAR dnd Tier: rano stocd at 27.59% and 23:30% respectively. {25.69% and
21.99% as on September 30, 2019) as ngamst 16. 92% and 12.40% ason March 31, 2018.

Improvement in -advances, however share of MFI loons  continues to be fngh ESAF 5FB’s AUM

improved by 22% durmg FY19 and stood'at Rs. S 060 crore .as-on March 31, 2018 {PY:Rs4,131 crore}

and dunng H1EY20, AUM impioved by:10% and stood at Rs. 5, 559:¢crore as on September 30, 2019.
Post. transxtron to- SEB;.ESAF :SFB: has mtroduced-new products_like. LAP {Loan zgainst.Property),
- business -loans; ‘corporate. loans, gold. loan, etc Nevertheless, .the:microfinance foan book stdod at

" 97%0f the AUM as o' March: 31,2019 (96% m‘ thé: -AUM as on September 30; 2019) as ggainst 98% of

the AU of the total AUMas; on March31, 2018

- Significont - growth in:. Depos:ts with :mprovement in: granularity:. The bank's total berrowing

increased to Rs 6,019 crore as on Mareh' 31, 2019(85 7, 001 crore .as-an September 30; 2019 )38

against Rs. 5,240 crore as on March 31, 2018. The- bank’s’ borrowing p_rof le amiajorly: ‘Ccomprised of

: deposits, loanis from:othier institutions and sub-debts at 72%; 23%;,'amj"-3%?r'jegpectweiy:'as on March

31, 2019{PY:60%, 24% and 11%). As:on September:30, 2019; the share {as-a-%.of total borrawings) of
deposits, loans from other nstifutions-and sub-debt:stoad at 82%, 15% and 3% respectively. The total
deposits grew by 71% during FY19 and stood at sz,4,317.4trore,as' on Marehi 31, 2019 (PY: Rs.2,523

Ac‘rére) D‘uﬂng‘ H1FY20, depositS‘grew bx,r 40% and stood at'Rs:-6,063 crore as on September 30, 2019.

,2013_(89% as on’ September 30 2019) as agamst 125 times.as an March 31, 2018

The:bapk's term deposxts aretalso. granutar in. nature with 89% of the total tHrm deposxts below:the

LiThg: bank‘s EASA (Js H Ntota! depos:ts) has a!so xmproved to 14% ir,l March 31,

:impravmg asset quality indicators but nsks assacmted wzth margmal crea‘lt proﬂle o[ ‘borrowers

contmues. The hank |mproved jts coilectxons and [recovery, mechamsms and’ the collection gfficiency

stood at 90% for FY18.(PY: 86%}): arid-has improved 16 97% for’ H1FY20 though the bank was impatted

by Ketala floods and collection efficiency declined to 75%.during August 20;8.‘.Durlngrf_¥19, the bank

~written off {76, loans_ to.the extent of Bs.85.4 crore .and therastet guality indicators of the bank'has

3




"'Gi%vénd.q;zi‘}@ re::speét‘ivga‘lyi as on March 31,-2019
3.79% and 2.69%.as on-March 31,2018 Itis

.';crstlcalffor the bank 1:0 mamtam xts asset ;quahty mdicaturs at curtent 1evels due o’ credit risks
-associated with marginal eredit profile of bOI’l‘DWél_‘S _(share.of microfinance loans stood at'96% of the

#UMas on Se‘ptembef 30, 2019} who aré:vuinersble-to adverse ecoromic cycles.-

Improving profi tabIl:'ty me't‘rics-' ESAF SFA's proﬁiébiﬁty improved during FY19, PAT stood at.Rs.90
crore ona total mcome of Rs 1,141 crorg’ in FYlS as against PAT at Rs.27 crore on.a total income of
Rs.699-crore:in. FY18 ‘Duting FY19, the. y;e!d on advances (as as df.: average! tmerest earning assets]
. nmproveé 10.23. 75% {PY;23.15%) and the cost of borrowmgs(as a % of average mterest bearing
) habxht:es) declmed to 8. °7% in FY19(PY:9. 45 ) thereby lmprovement in-NIM at 9.75% .in FY19

[PV:7.32%). The operatmg expenses {as a% of average total assets) have slightly improved to 7. 71% in

FY19 (f’Y 7. 90%) credit costs {as % average total assets) has mcreased 10 1.89% in FY19 from 0.82%in
‘FY18. ROTA has fmproved 1o 1.53% in-£¥19 as agamst 0. 70% in FYlS supported by improvement in
NIML Durmg HIFY20. PAT stood at Rs.91 crore on'a-total-income af Rs. 729 crore Buring HIFY20,
‘operatmg expenses: (as a % of average total assets} ratlo improved to 7. 21% as agamst 7.71% in. FY19
and credit. costs: (as a%of average total assets) nmproved 1o 1. 55% fru HlF‘(ZO as against 1.99% in- EY19
“and aided iy _1mpr9\f;gng~xhe prqfltabg!sty._mdncagors;;RO_T[A for H1FY20 stood at’ 2:36% {no.tax expenses

‘weré incurred)..

‘Regidnal contentratlan of loan portfoho continues: -ESAF SF B's AUM contmues to- remain
: concentrated in Kerata at 53% as on September 30; 2018. The toptwo states constntutes 81% of the
:overall portfoho as:on March 31, 2019 (PY 81%
. the. concentratxon of AUM in Kerala to’ 57% as on Mafch 31, 2019 from 59% 45 on March 31, 2019,

owever,.the bank has taken mmauves to reduce

through estabixshment.-of branches and expansmn.;of ‘portfolio across newer states,.The bank has
" hnproved. its:«'pfes_énce-'to 12 states as on March 31; 2019 as against 10 states as on March 31, 2018

and further to 17 states across'322 branches as bn.‘"Septemtg_.er 30, 2019.

|guxd|g Adequate .
. As per. structural liguidity. statement of the bank as-on December 31,:2019, the.bank does not have

niegative cumulative mismatches up to.1 year time- bucket, Also,,the:_'l_.:nquxdnty Coyerage Ratio-(LCR)
stood ',comfcrtéb'lei,at 507.02%: as. on‘s"epta_rjnbégso, 3018, In-addition, the bank had excess.SLR.
investrients;of Rs.166 crore:as.on September.30, 2019 which remained favorable fror the iquidity

:perspective.

Analytical approach: Standalone

: Apphcable Criteria.. i
,Crstena oft: assxgn np Gutlook and Creda watch to Credit Ratmg_

on’ I}efaultige»ognmon




isank"' Ratmg framewerk for Basel m mstmmems (Ter i & Tter i
'Criteﬂa for Short term mstmments .

Financfal Performance; -

_Pohcv cm Wczhdrawal of ratings

Ahaut the Campany
ESAF: Small Fmance Bank Liinited (ESAF SFB) ls a Keraia based Small: Fmance Bank. {SFBY which: has

commenced its -banking operations on March 10 2017 The. bank was promoted by Mr. K. Paul

Thomas. whxch is.a.part of Kerala based. ESAF aroup operatmg in Microfmance space frorh 1995-and

‘set up ESAF chroﬁnance & mvestments Pvt Lxmrted (EMF:L) i, 2007 EMF(L subsequenﬂy got SFB

license and started its bankmg operanons from M ‘rch 2017 onwards ESAF SFB is curremly focused in

-retail bankmg ‘business with presence’ m ‘micro- flnance, hausing fi nance, busmess loans, loan against

property [LAP) go!d loans'and providing fmancmg ‘'solutions for margmal customers who lack access

to the format hanking .and financing cr‘anne!s whﬂe prowdmg :a coraprehensive bankmg and dxg:tat

platform for all
The bank rece:ved Scheduled status from RBI on. December 27 2018 As. on December 31, 2019 ESAF

. Fmaucral Holdmgs anate Limited held 65, 63 of rhe sharehoidmg in ESAF SF8 whde Mr. Paul Thomas

holdmg 7 29%, ESAE: Swasraya Mutl state Agro Co- aperat;ve Socnety Ltd 4 99% PNB Metlife Jndia

élnsurance 499%, wuthoot - Fmance Ltd 438/6 Ba;aj -Allianz Life !nsurance Company 4.08%, Pl

Ventures 2 044, ICICI Lombard General lnsurance Company held 1. 46% and md;wdual mvestors hcld

i the rem.smm » As on. September 30, 2019, 1he bank has- 332 branches across 153 d:stncts ini7 states
-ofiridia with: deposrts Gf RsB, 063 crore and AUM of Rs.5,559 crore.-

{Rs. crore) |

"ESAFSFBY  ESAFSFB- ESAF SFB

.Fgr_-;rhe_pééiqd ended /o5 at Morch 31, ' -2017™: 2018 2019
. ' (iIm A} . {1mA)  {12m A
WOrkmg Resutts S S ' B
lnterestlncome ' 445 . 597 1,032
Non Interest income ‘ R 39 102 109-
‘ Totalincome o 484" - 699 1,141
R lnterest Expenses - <195 ©o315 . 458
- L 174 204 453
: Provusu_ons (gxc!.ta,x) 25 36 102
PAT 55 27 90
-'Finénéia{' Position .
Deposits.- . 409 2,523 4;317
“‘Tangnble Networth ) 305 -333. 888
On book Advances, 1,483 3,155 4,548
Total Advances (including 6ff-book) . 2,327 4,131 5,060
investments: - , -, 579 732 1,531
Total Assets: . 3,183 4,714 7,052

Key Batios {76) -




. ratltabmtg

Interest Income/Avg Interest Earning Assets: 18:41 18.58 19.53

Alnterest Expenses / Avg Interest Bearmg Llabtlmes, 9.54 9.45 :8.97
- Interest Spread 8.87 9,13 10.56
Net Interest Margin: {NIM} 10.12: 7:32 8,75
 Operational Expensés / Avg Total Assets 7.08. 7.90 771
_Retufn on totalassets 2.22 0.70 '1.53
Return-on. networth 16.89 8.45 .14.78
Z76.. . 12.67 6381
.16.27 16:.87 - 27.59
Tier Y Ratio: 13.39 " 12.36 23.30
'Cred lt!Depos:t ratios: 362.23 125.05 105.36
Asset Quality L
Gross NPA to Gross Advances (%) 0.53. 379 . .161
Net. NPA to Net'Advances (%)- 024 2.69 0.77
Net: NPA to Tangtble Networth (%) ... 088 2543 3.96

: mqufremen

A Audlted . *The f‘ Tnanciols. of. SFE and MFEs consohdated

Status of non-cooperation with previous '(_IRA: th'A‘pplipab‘!é

. Any other information: Not Appiicable

Rating 'Histor'y for last three years: Please réfer Arijn‘exure—Z'

ANote -on complex:ty levels:of the rated ingtrument: CARE has classrf ed instruments rated by it.on the basis of
: complex:ty This class;ﬁcat;on is ovallable at www, caremtmgs com: Investors/market intermediarigs/reguiators or
<others are welcome to write to core@cnreratings.com jor any clarifications.

’ Analgst COnfact
M P'Sudhakar

: Contact ng.- 044-28501000
T:Emad B sudhakar@careratmgs com

About CARE Ratings:

CARE Ratxnas commenced’ operations in Apnl 1993 and over two decades, it has estabiished itseff as-one-of the

leaing credit rating agenciesin. india, CARE is registered. with the Securities:and Exchange-Board of India {SEB!)
ind 3lso- -recognized as an. External Credit AsseSsmant Institistion {ECAl} by the Reserve Bank-of India {RBt). CARE

: Ratmgs is proud of its. rightfui alace in the Endtan capital market ‘uilt around mvestor conﬂdence CARE Ratmgs

their own risk] retum expectanons our ratmg and gradirg sefvtce offermgs ieverage our domam and analytxcal
he mtemanonat best practices

: expemse backed by the methodologtes conaruent w;t

D(scia:mer

: CARE'S fatings are opinions on the hkehhood of timely payment of the obligations
1+ under. the rated-instrument angd -are not recommendatlons fo sanction, renew,
| disharse or: recalf the concerned ‘bank facmtxes or. to buy, sell or-hold any security.

CARE’s ratmgs do not. convey 9uitab|hty or price for the investor, CARE's ratings do

1 niot:constitute. an-audit 6n the. rated entity. CARE has based its ratmgs/outlooks on
1, mformatlo

yBtained fromi:sources believed. by itto 'be accurate and reliable. CARE

- does.: not howéver, guarantee the. accuracy, adequacy of comp!eteness ‘of .any

- §




] facxhtnes/m ‘truments ar

mformatuon andis’ not "espcnsnble for errors or:*‘ issi
obtamed from the use of. such mformanon ‘Most’ entltles whose bank
rated by CARE ‘have pald a credlt rating fee; based on the
amount. and type’ of bank facmtles/mstruments CARE or its subszdianes/assomates

i may - also - - have other. commercial transactions with ‘the- entity.. fn case of |

partnershrp/proprletary concerns, the rating Joutlook -assigned by CARE is, inter-alia,
based on the capital deployed by the partners/propnetor and the financial strength

| of the firm at present. The ratmg/outlook may undergo change in case of withdrawal
o of cap:tal or the | nsecured loans brought in by the. partners/propnetor in addition to |-
| the financial per

: :errors and states that it-has nio ﬁnancrai llablltty whatsoever. to the users of CARE's
. ,’ratmg :

and other relevant factors _CARE is not résponsible for any

: 'CARE’s ratmgs de not factor in any. ratmg related trigger clauses as per the terms.of
_ ‘the. facmty/mstrument, which may involve,acceleration of payments incase ‘of rating
‘ downgrades However, if any -such clauses are introduced and if tnggered the

r.for:the: results |

i .ratmgs may seg voiatlhty ‘and sharp downgrades
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-Annexure-l Deta;ls of lnstruments]Facnitles -

{Rs. crore}. |

_1assigned in | assigned in Jassi
2018-2020 | 2018- 2019 :

izo1s-

L Nameof | BN Dateof | € . Maturity * |- 'Shze. ofthe |~ Rating:
] the Date | . assigned
| Instruments- ‘ | ARs7erore} -f along with |
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RATING RATIONALE
18 Mar 2020

ESAF Small Finance Bank Ltd

Brickwork Ratings Reaffirms the ratings for the Non-Convertible Debentures
of Z. 50 Crores and withdraws the ratings for the Bank Loan Facilities of Rs
342.11 Crs of ESAF Small Finance Bank Ltd [hereafter referred to as ESAF
SFB or the “Bank”]

Particulars:

X i

Unsecured s 0 Lone T BWR A BWR A
NCD ong Term (Stable) (Stable)
Fund based 342.11 L T BWR A Withdrawn
und base . - ong Term (Stable)
Total 392.11 50 INR Fifty Crores Only

*Please refer to BWR website www hrickw:
** Details of NCD is provided in Annexure-I

/ for definition of the ratings

RATING ACTION / OUTLOOK

The rating reaffirmation factors, inter alia, ESAF’s stable business growth with established
presence in microfinance loans through MFI branches, improved profitability and adequate
capitalization. However, the rating is constrained by the limited diversification of the portfolio
and regionally concentrated operations.

Rating Outlook: Stable

BWR belicves the ESAF Small Finance Bank Limited’s business risk profile will be

maintained over the medium term. The ‘Stable> outlook indicates a low likelihood of rating
change over the medium term.
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KEY RATING DRIVERS

Credit Strengths:

e Stable business growth: ESFBL currently operates in 17 states with 454 branches and
208 ATMs and has plans to further expand the branches across India. For the nine months
ended December 31,2019 total business grew by ~59% year-on-year(y-o0-y) to Rs 12,516
Crs as total advances grew by ~38% year-on-year(y-o-y) to Rs 6,045 Crs and total
deposits grew by ~87% to Rs 6,471 Crs. Current & savings accounts (CASA) ratio, stood
at 12.67% as on December 31, 2019 (12.60% as on March 31,2019) remains much lower
than industry levels.

e Adequate capitalisation: In FY19, the bank raised capital of Rs 464 Crs from various
institutional investors resulting in increase in reported Networth to Rs 894 Crs as on
March 31, 2019. It further increased to Rs 1,030 Crs by end of December 2019 due to
retention of profits resulting in an adequate capital position with total regulatory capital
adequacy ratio (CRAR) of 23.43% and Tier I CRAR of 20.17%. The bank’s ability to
continue to raise capital during the current fiscal to sustain business growth will be a key
rating monitorable.

e Improved profitability: ESAF’s profitability improved in FY19 with profit after tax
(PAT) increasing to Rs 90 Crs for FY19 from Rs 27 Crs in FY 18 mainly due to decrease
in borrowing costs and cost of deposits thereby resulting in improved net interest margin
(NIM) from 8.65% in FY18 to 10.65% in FY19. Return on assets (ROA) & return on
Networth (RONW) also improved from 0.72% & 9.33% in FY18 to 1.52% & 13.86%
respectively in FY19. For 9MFY20, Bank’s profitability further improved with PAT of
Rs 136 Crs on the back of good business growth. The bank’s ability to continue to
maintain its operating profitability and manage provisioning costs will remain a key
monitorable.

Credit Risks:

e Regional Concentration of operations: As on 31 Dec 2019, the bank operates in 17

. states with 454 branches. ~84% of gross loan portfolio is concentrated in southern states
with Kerala accounting for 53% of total portfolio, TamilNadu accounting for 27.19% and
Karnataka accounting for 3.17%. The bank plans to diversify geographically in next 2-3
years by opening more branches outside Kerala which will help them to reduce the
geographical concentration.
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e Limited diversification of portfolio: Microfinance loans contribute to ~97% of the total
AUM (against 98% of the total AUM as on March 31, 2018) and hence is concentrated.
Bank has introduced new loans like Home loans, Two-Wheeler loans, Gold loans and

Agri - MSME loans to address the issue. Going forward, the company’s ability to build a
non-MF]I portfolio will be a key rating sensitivity.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

BWR has considered the standalone financial profile of the bank and has applied its rating
methodology as detailed in the Rating Criteria (hyperlinks provided at the end of this rationale).

RATING SENSITIVITIES

Positive: Ability to raise capital to support profitable business growth, geography and product
diversification, improvement in resource profile and manage asset quality from any further
deterioration will be key rating positives.

Negative: Non achievement of the projected financial performance, deterioration in asset quality
and its impact on profitability and capitalisation will be key rating sensitivities.

LIQUIDITY POSITION: Adequate

Bank has adequate liquidity as reflected through its Liquidity Coverage ratio of 507.02% and
positive cumulative mismatches up to 1-year time bucket as per the Structural liquidity statement
dated December 31, 2019. Bank also has excess SLR investments of Rs.166 crore as on
September 30, 2019 which remained favorable from the liquidity perspective.

COMPANY PROFILE

ESAF Small Finance Bank Limited (ESAF SFB) is a Kerala based Small Finance Bank (SFB)
which has commenced its banking operations on March 10, 2017. The bank was promoted by
Mr. K. Paul Thomas which is a part of Kerala based ESAF group operating in Microfinance
space from 1995 and set up ESAF Microfinance & investments Pvt. Limited (EMFIL) in 2007.
EMFIL received in principle approval from the Reserve Bank of India (RBI) to establish a Small
Finance Bank (SFB) in the private sector under section 22 of the Banking Regulations Act, 1949
on Sep 16, 2015. The Bank received the final license from RBI on Nov 18, 2016 and commenced
commercial operations as an SFB on March 10, 2017. On 27 Dec 2018, the bank received
“Scheduled Commercial Bank” status from RBI. Tts registered office is located at Thrissur.
ESAF Small Finance Bank currently operates through 454 Branches and 208 ATMs spread

across 17 states in India.
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As on December 31, 2019, ESAF Microfinance & Investments Pvt Ltd (EMFIL) held 65.63% of
the shareholding in ESAF SFB while Mr. Paul Thomas holding 7.29%, ESAF Swasraya Multi
state Agro Cooperative Society Ltd 4.99%, PNB Metlife India Insurance 4.99%, Muthoot
Finance Ltd 4.38%, Bajaj Allianz life insurance company 4.08%, PI Ventures 2.04%, ICICI
Lombard General Insurance company held 1.46% and individual investors hold the remaining.

KEY FINANCIAL INDICATORS (in ¥ Cr)

Deposits Rs in Crs 2523 4317

6,471

Advances Rsin Crs 3155 4548 6,045
Total Business Rs in Crs - 5678 8865 12,516
CASA % 9.82 12.60 12.67
CRAR % 16.87 27.59 23.43
GNPA % 3.79 1.61 1.96

NNPA % 2.69 0.77 0.69

Networth Rsin Crs 343 894 1,030

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: Nil

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY: Nil

www.brickworkratings.com
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RATING HISTORY

Type Amount
(Long Rating 13 Feb 2019 27 Mar 2018 3 Oct 2017
Term/Short (Rs in Crs)
Term)
1 Fund Based . BWR A BWR A- BWR A-
L Ter 342.11 Withdrawn
Term Loans ong term fharaw (Stable) (Stable) (Stable) |
2 Unsecured BWR A BWR A BWR A- NA
Long Term 50
NCD (Stable) (Stable) (Stable)
COMPLEXITY LEVELS OF THE INSTRUMENTS: Simple
For more information, visit www.brickworkratinUs.com/downioad/ComniexitvLevels.Ddf
Hyperlink/Reference to applicable Criteria
o General Criteria
e Banks and Financial Institutions
Analytical Contacts Investor Contacts
Vydisnathan Ramaswamy
Head - Financial Sector Ratings
B 9] 22 2831 1426, +91 22 2831 1439 iena Thakur
rajat. b/@brickworkratings.com
Assistant Vice President - Corporate Cormmunications
Sree Harsha | . .
Manager - Ratings 91 4339 94686
B +91 80 4040 9940 . s .
Ext 1361 liena.t@brickworkratings.com
srecharshai@brickworkratings.com
1-864-425-2742
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ESAF Small Finance Bank Ltd
ANNEXURE I
INSTRUMENT (NCD/Bonds/CP) DETAILS

Instrument Issue Date Amount in Coupon Rate Maturity Date | ISIN Particulars

' Crs.
Unsecured 22 Dec 2015 25 17.23 22 Dec 2021 INE879Q08028

NCD

28 Dec 2015 25 16.83 28 Dec 2021 INE879Q08036

For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination
through your print, digital or electronic media. While it may be used by you acknowledging credit to
BWR, please do not change the wordings in the rationale to avoid conveying a meaning different from
what was intended by BWR. BWR alone has the sole right of sharing (both direct and indirect) its
rationales for consideration or otherwise through any print or electronic or digital media.

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency,
accredited by RBI and empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings
and grading services. NABARD has empaneled Brickwork for MFI and NGO grading. BWR is accredited
by IREDA & the Ministry of New and Renewable Energy (MNRE), Government of India. Brickwork
Ratings has Canara Bank, a leading public sector bank, as its promoter and strategic partner. BWR has its
corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained
from the issuer.and other reliable sources, which are deemed to be accurate. BWR has taken considerable
steps to avoid any data distortion; however, it does not examine the precision or completeneés of the
information obtained. And hence, the information in this report is presented “as is” without any express or
implied warranty of any kind. BWR does not make any representation in respect to the truth or accuracy
of any such information. The rating assigned by BWR should be treated as an opinion rather than a
recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses
incurred by users from any use of this report or its contents. BWR has the right to change, suspend or
withdraw the ratings at any time for any reasons
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