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EIESAF

ESAF SMALL FINANCE BANK
foy of Ban;('ng.

Disclosures made in compliance with the Requiation 52 (4) of the SEBI (Llstm'g
Obligation and Disclosure Requ:rements) Regulations, 2015 for the period ended 315t

March, 2021

Information to Stock Exchange as per Regulation 52

a) Un-audited or audited financial a) Financial Results for the half year
results for the half year ended as on ~ ended 31% March, 2021 is enclosed
March 31, 2021 signed by Statutory herewith.

Auditor. Half-yearly results shall be
taken on record by the Board of
Directors and signed by the
Managing Director / Executive
Director within 45 days from the end

of Half Year.

b) Credit rating and change in credit b) The Credit Rating obtained from

rating (if any); CARE Ratings and Brickwork Ratings
was re-affirmed on 2" March, 2021
and 16" March, 2021 respectively.
The press release obtained from the
Rating Agencies is enclosed herewith
as Annexure A.

c) Asset cover available, in case of non- c) Not Applicable, as the debt
convertible debt securities. (not- instruments issued by the Bank are
applicable for NBFC); unsecured in nature.

d) Debt-equity ratio; d) Debt Equity Ratio — 1.25

e) Previous due date for the payment of e) Enclosed herewith as Annexure B

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;

f) Next due date for the payment of f) Enclosed herewith as Annexure C
interest / dividend of non-convertible

preference shares / principal along
with the amount of interest / dividend

of non-convertible preference shares
payable and the redemption amount;
g) Debt Service Coverage Ratio- NA
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g) Debt service coverage ratio (not:
applicable for NBFC registered with h) Interest Service Coverage Ratio —~ NA

RBI);
h) Interest service coverage ratio (not i) Debenture Redemption Reserve
applicable for NBFC); Requirement — NA
i) Details of Debenture redemption '
reserve (DRR) Debenture
Redemption Fund (DRF) in the ) Networth —Rs.1301.19 Crore
format. k) Net Profit after Tax — Rs.105.40 Crore
j) Networth; I) Earnings Per Share — Rs. 2.46
k) Net Profit After Tax; m) Not Applicable, as there was no
I) Earnings per Share. material deviation in the utilization
m) Copy of the statement, if any filed proceeds of the issue.

with the stock Exchange, as per
Regulation 52(7) indicating material
deviation, if any, in the use of
proceeds of issue of NCDs from the
object stated in the offer document.
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Building No.Vil/83/8
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P. B ' Chartered Accountants
DEIOItte 19" Floor, Shapath-V
= : S.G. Highway
- Haskins & Sells Ahmedabad - 380 015
: Gujarat, India

Tel: +91 79 6682 7300
Fax: +91 79 6682 7400

INDEPENDENT AUDITOR’S REPORT ON AUDIT OF ANNUAL FINANCIAL RESULTS

TO THE BOARD OF DIRECTORS OF
ESAF SMALL FINANCE BANK LIMITED

 Opinion

We have audited the Financial Results for the year ended 31 March 2021 included in the
accompanying “Statement of Financial Results for the six months and year ended 31 March
2021” (refer “Other Matter” below) of ESAF SMALL FINANCE BANK LIMITED (the “Bank”),
(the “Statement”), being submitted by the Bank pursuant to the requirements of Regulation
52 of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, as
amended (the “Listing Regulations”).

Opinion on Annual Financial Results

In our opinion and to the best of our information and according to the explanations given to
us, the Financial Results for the year ended 31 March 2021:

i. is presented in accordance with the requirements of Regulation 52 of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015, as amended; and

ii. gives a true and fair view in conformity with the recognition and measurement
principles laid down in the Accounting Standards prescribed under Section 133 of the
Companies Act 2013, read with relevant rules issued thereunder, in so far as they
apply to banks, the relevant provisions of the Banking Regulation Act, 1949, the
circulars, guidelines and directions issued by the Reserve Bank of India (RBI) from
time to time and other accounting principies generally accepted in India of the net
profit and other financial information of the Bank for the year then ended.

Basis for Opinion on the Audited Financial Results for the year ended 31 March 2021

We conducted our audit in accordance with the Standards on Auditing (*SAs”) specified under
Section 143(10) of the Companies Act, 2013 (the “Act”). Our responsibilities under those
Standards are further described in Auditor’s Responsibilities section below. We are
independent of the Bank in accordance with the Code of Ethics issued by the Institute of
Chartered Accountants of India (the “ICAI") together with the ethical requirements that are
relevant to our audit of the Financial Results for the year ended 31 March 2021 under the
provisions of the Act and the Rules thereunder, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the ICAI's Code of Ethics. We

believe that the audit evidence obtained by us is sufficient and appropriate to provide a basis

9(, for our audit opinion.
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Emphasis of Matter

We draw attention to Note 6 to the Statement which fully describes that the Bank has
recognized additional contingency provision on loans to reflect the continuing uncertainties
arising from the COVID 19 pandemic. Such estimates are based on current facts and
circumstances and may not necessarily reflect the future uncertainties and events arising
from the full impact of the COVID 19 pandemic.

Our opinion is not modified in respect of this matter.

Management’s Responsibilities for the Statement

This Statement which includes the Financial Results is the responsibility of the Bank’s Board
of Directors and has been approved by them for the issuance. The Financial Resuits for the
year ended 31 March 2021 has been compiled from the related audited financial statements.
This responsibility includes the preparation and presentation of the Financial Results for the
six months and year ended 31 March 2021 that give a true and fair view of the net profit and
other financial information in accordance with the recognition and measurement principles
laid down in the Accounting Standards prescribed under Section 133 of the Act read with
relevant rules issued thereunder, in so far as they apply to banks, the relevant provisions of
the Banking Regulation Act, 1949, the circulars, guidelines and directions issued by the
Reserve Bank of India (RBI) from time to time and other accounting principles generally
accepted in India and in compliance with Regulation 52 of the Listing Regulations. This
responsibility also includes maintenance of adequate accounting records in accordance with
the provisions of the Act for safeguarding the assets of the Bank and for preventing and
detecting frauds and other irregularities; selection and application of appropriate accounting
policies; making judgments and estimates that are reasonable and prudent; and the design,
implementation and maintenance of adequate internal financial controls that were operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to
the preparation and presentation of the Financial Results that give a true and fair view and is
free from material misstatement, whether due to fraud or error.

In preparing the Financial Results, the Board of Directors are responsible for assessing the
Bank’s ability, to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the Board of Directors
either intends to liquidate the Bank or to cease operations, or has no realistic alternative but
to do so.

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

Our objectives are to obtain reasonable assurance about whether the Financial Results for the
year ended 31 March 2021 as a whole is free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with SAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the
basis of this Financial Results.

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

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

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Bank'’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Board of Directors.

e Evaluate the appropriateness and reasonableness of disclosures made by the Board of
Directors in terms of the requirements specified under Regulation 52 of the Listing
Regulations.

e Conclude on the appropriateness of the Board of Directors’ use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the ability of the Bank 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 Statement or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date
of our auditor’s report. However, future events or conditions may cause the Bank to
cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the Annual Financial
Results, including the disclosures, and whether the Annual Financial Results represent
the underlying transactions and events in a manner that achieves fair presentation.

« Obtain sufficient appropriate audit evidence regarding the Annual Financial Results or
the Bank to express an opinion on the Annual Financial Results.
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Materiality is the magnitude of misstatements in the Annual Financial Results that, individually
or in aggregate, makes it probable that the economic decisions of a reasonably knowledgeable
user of the Annual Financial Results may be influenced. We consider quantitative materiality
and qualitative factors in (i) planning the scope of our audit work and in evaluating the results
of our work; and (ii) to evaluate the effect of any identified misstatements in the Annual
Financial Results.

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

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

Other Matters

The Statement includes the results for the six months ended 31 March 2021 being the
balancing figure between audited figures in respect of the full financial year and the published
figures for the six months ended 30 September 2020, which were subjected to limited review
by us.

The comparative financial information of the Bank for the previous reporting periods have
been audited by the predecessor auditors. The report of these auditors on this comparative
financial information expressed an un-modified opinion.

Our opinion is not modified in respect of these matters.

For Deloitte Haskins & Sells
Chartered Accountants

(Firm’s Registration No 117365W)
o

fre =

G. K. Subramaniam

(Partner)

(Membership No. 109839)
UDIN: 21109839AAAAGI6916

Mumbai, May 26, 2021
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Statemem of Aaditad f‘nanclai results far the Six: mmhs and Year endad 31 March:2021

Rs. In Lakh] -

- Bly- Months npumbers are not annpalised

.:“&

. [Particulars T8ix Mom:hs " 8ix Months Yearended - | Yearended . | -
s . ended _ended 31 March 2021 | 34 Marcb 2020
31 March 2021°| 31 March 2020 G -
= - {Refer Note 11) | (Refer Note 13) | Auditsd. Audited

‘ {n.mcome e [ e 5

- |interest Eared. 79,827 75,257 | 164017 1‘;41;325
|Cther Income 8108 6,500 12,810 13319
“{Totat . 87,938 81,757 AR 4,544,

. il EXPENDITURE | R e
Interest expended . - 36258 32,633 71:958 82,4064
|Operating Expenses 36,568 1 " 31,934 83,186 ) - - 80,088
’“Ws?m‘and-oonﬁngenéies 17,592 7,395 310847, 43431 .
Total B T - 90,438 71,9862 | 165188 136808 |

L NeiPmﬁti(Loss) for the Psnodivear{; in qzs08)] 9,795 10,539 45,039
AnaiyﬂcaiRaﬁus : . S
# CamtalAdequacyRano 24.23% 24.03% 24.23%] | 24.03% 0 -

- (i) Ea ngs?erShare (EPS) (Face vameof Rs.10/ i o

L ~8asrc <Rs) {0:58) 228 |- (248 445

|- Diuted (Rs) {0:58) 228 246 445

- INPARatio '
|oGrossneA 56:400- 10,088 56,400 10,068

e NetNPA -7 . 31,858 4217 31,658 | 4217

© B)%of Gross NPA . BT70% 1.53% 8.70%) - 1.53%

(% 0f NetNPA - 3.88% 0.84%)| Y3.88%| . 04
) RewmmAssets* {0.23%} - 1.08%! 088%-
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Mannu!hy, Thrissur, Keraia - 680661
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: Ihom

. 'l, smmmofm& aud lkhi!aﬁes a8 at:!‘t March 2021 : :
5 , , . v Re.ia Lakh|
'ff’artlculars T S TP Lo Asat CAsat’ -
: - : 31 March 2021 | 31 March 2020
- Audited .| Audied .
; mmm.asn LiABleES S E R
Capital =% : ’ ‘ ARG8T 42780
 |Reserves and Surplus - - : : T Co 90260 - 658281
©|Deposits , ' , 899943 & 702:838
- |Borrowings , 1,865,400 1,20,332
“ Oﬁlertlabnmesand Provisions L ) 29,318 15 419 ::
Total . o : S g . 1233865 946008
Cash and Balancesmﬁ': Reserve Bank of india ‘ : 42,807 ; 364771
Balanceswﬁhsanksami Moneyat(:aﬂ and Short Notice . 1,389,105 ' : 59;802 ;
Investrments ’ : 103207 47333 L
Advances B : ' R . ste7sel "
IFixed Assets L : - : R 13,851
OtherAssets -~ : : R , 28,136 |
Lo iTetal s ' o : 12,38.865
o Conﬁngerztl.iabimses R - i » ' S T
~-samsforcouecm T 5 T, L

o z‘rhe swtement of audmad fmancia! results for the six months and year ended 31 March 202’( C’Statemem“ or’ ﬁnanciai results“) have been
jraviewed by the' Audit Comimittée and approved by ihe Board of Divectors at their: regpective meetings held on: 26 May 2021

: ‘apmdpies in mdia ("lndzan BAAP"}, stamtory requiremems pmmbed underme Banking Reguiat:on Act, 1948, drcuiars andd gmdeﬂnes ;ssued by thel <

Requiremem) 2015 amt Accounbng Standards as sarescnbed under secﬁon 133 of the Compames Act, 2013

JBR. NBQ NO.26/18.13: 218/2016:17 dated 6 October2016 {‘the Operating- quidelines”) prescribad for Smail Finance Bank . The Bank has followsd]
i Basei ; tandardised appmach for vredit risk in accordance with the operating guideiines issued by the RB| for Small Finance: Banks: Further no}
" jeaparate tapital ‘charge: for markat, risk and: operational risk “have been computed in View of the exception ‘confained in’ RBI: Notification| -

D8R NBB NO. 4502!16 13.218/2017-18 deted 8 Navember 2017,

. 5 Ourmg the year the Bank nas ransed Ter i camzal amounﬁng fo Rs.18,258 Lakh ‘by way. of private placement of 217 Lakh Equuty Shares having L
- {face valug of Re. 10/ edch at an issue price of R&.75% par Equity Share, .
6. COVIDAG virds, & global pandemic has affectad the worid etonomy including mdia The sxtent to which the COV!D 18 pandemic mcludmg tha}-
current second wave’ wuinemed in the country, will ccnunue foimpactthe Bank’s operaﬁons and asset qual ity will depend onthe: future devebpmanﬁa, -
: wﬁish are uncertain. )
RBl on 27 March 2020, 17 April 2020 and 23 May 2020, announced ’GOV(D~1§ Reguiamry Peckage on asssi dass:ﬁcaﬁon and provisnon f

dassiﬁed as, standard as on 29 Februa:y 2020, even if overdue the moratonum period wherever granted, shali be exduded by ths i
< mstmmen from (he number ofﬂays pastwdue for the purpsse of asset c!ass:ﬁcaﬁsn under REl's income Recogmtion and Asset Ciassiﬁcauon nor S
Consvden e prevalimg unoeﬂamty over the business due to COVID 18 pandarmc {mcludmg Second Wave), the 8ank holds pmwsions of Rsi:
3 4040 Lakﬁ ‘a5 at 2March 2021 against the pctenﬁal impact of COVID-18-as additional contigency prov;saon on. standard assets (Oﬁ!éi‘ than B
‘ prowsions held for rastms!unng under COVID 18 noxms) based on the mformanon avaxlahle at this pomt intime. The provasxons held by ma Bank are
jinexcess ofiha RBI prescﬁbeﬂ rorms.
7..The Honourable’ Su;)reme Court (SC) i PiL by Gajendm Sharma Vs Unign of fnidia & Anr vide its Interim order dated 3 September 2020, hasfl
directed Banks that the actounts ‘which were not declared NPA i 31 August 2020 shall not be declared NPA till further orders, pending é»spﬁsai of}-
- the mse'by Supreme Gourt Parsuant to the crder the Bank has nci c!assiﬁed any bcrrowal account wmch hag not been deciared as NPA as ai 31 -

SAF Bﬁavan E .
Ny ’\11118318 B

3. The above’ ﬁnanciai resulis of the: Bank have bean prepared in al matenas aspecis in accordance with. the generally aceepled accounting) .-

4. The ‘Capital. ader;uacy ratic - "CRAR") has been computed 2§ -per the Operating guidelines vide RB8I mﬂﬁcahcn RB!12016-17181 L

7 ltorms of these RBI guidelines, the lending institutions have been permitied to. grant an effective moratorium of six months on payment of ali'
. *msh!memsfmerest as apphcable fallmg due beiweem March 2020 antic31 August 2020 (‘mcsatoﬁum period’). As such, in respect of au :



ESAF SMALL FINANCE BANK me-:o
Buim!ng No.VIlig3/8, ESAF Bhavan; Thrissur- Palakkad National ﬁighmy,
Mannuthy, Thrissur, Kerala - 880651 :
CCIN: ussssoxuoqapi.cmssss

8 Dssciosum as ;}ef RBI Circuiar on DOR No BP. BC.B3721.04. 04812019 20 dated 17 Aprif 2020

 Re.nlakn|

[Pariciars AR R . - T B
' ‘ o ' e , 31 March 2021
: : Respecﬁve amoums in SMAloverdue mmegoﬁes where me maratorium!defermem was extsnded * - o 37,1 96
|Respaciive armiount where: assetdasstﬁcatm benefits is extended * . . 301,468 1
T ade in terms ‘of Para 5 of the Circular ’ : ‘ B L a2
g f’rowsxons adiusted duriﬂg the respectlve atcounting penoﬁs agamst sisppages and the residual pmvisrons ‘ B "f
: Residuai pravismns as of 31 March 2021, in terms of Paragraph & of the Circutar , : o s_sz

L Balafice Gufsianding &5 on 31 Maft:n 2021

9. n accordance with - the !nsimcuons in the RBI circular dated 7 April 2621 the Bank shall refund 7 adjust mterest on-interest to:all bormwers: f i
n moluding those who ad avaifed of working capital facllities diring the moratorium peficd, irfespective of whether rmoratorium tHad been fully or
5 pamahy availed ‘or not availed. Pursuant {o these instructions, the methodology for calculation of the amotint of such "interést.oir interest has been}
{finalised by | me indian Banks Association (1BA} in consultation with other industry parficipants/ bodies as on 19 Apdi 2021, As.on 31 March 2021 the

» umerest o eﬁgib!e borfowsrs as. presmbed by !he RBI, The bank i xs currenﬁy in the pmcess of suntabfy mplementmg the meﬂaodotogy oi gtvmg credit o
o me raspecnve ehg!b!e Boriower. atcounts. i
m A) emts of resoiuiion plan xmptememed under the Resolm;on Framework for COV!D—19~reiated Stress as perRB) cnroular dated [ August 2020 e

~lare gwen below

. : ' ' Rs, muakm
‘ 'Type{v{')fggmey T R  JtA) Rimbar of fé‘aamn_mo-‘ TTTIC OF (B, segrecate Wmm»mé}"wﬁ ‘
$ i o | m“mmm accoints montionsd ut amount of debtthat wasl e, T any, P °“
. Jresolution plantas J{A) betore . : betak : '» Mﬁw T !
e poman oot PO it [mpmiton.
3 (R 3 {ummi--wmw lplan |securities |a¢idlmm fion - _ Lot the sesolution
" jPersonal Loans : R S B3 ¥ o N S ISR S
~{CorporatePersons .0 .. o B . - i PN B v
- [OfWhichMSMES -~~~ PO N e
i ' Lo b 5714 - .- 1897 R e 82
T ST ‘ ‘ N ] S 4851

: aankhas & iruclared accounts am‘i created provision in acomﬂance with RBf Circuiar on ‘Micro, Small and Medium Entemnses (MSME) _,'
:. ! afAdvances‘ “DBR, NoBP. BC:100/21.04.048/2017-18. dated? Febmary 2048;DBR.No BP BC. 108}21 D4 04812017-18 dated]
oS June _618 BR No.BP. BC 18121 04 04812018—19 1 January 2018, DOR No.BP.BC, 3&1‘2‘1 04 048320?9»20 dated 11 f-‘ehruary 2028 and DOR No ;
et BP BCI412 0 04812&20 21 dated 6 August 202007

- : Rs, in Lakh

- Asat oo Aset

» R o : 31 March 2021 | 31 mmhznzo
o NumbernmcmumsRestruciured D o ) ) - RRERENEE & ¥ el
[Amoint’ s o : ‘ 2T '

111, The ﬁgures of ihe Six. mmms ended 31 March 2021 have been derived as baiancing ﬁgures between the amounis as per.the 'anhual auditedi o
: accounts for ihe ysars then ended’.nd -the unaudited financial resuits for the s$ix fnonthsiended 30 Seplember 2020, :
12 ‘fh 1 g’u're‘s‘for the sixmomh penod ended 36 Septembef 2019 and year endeé 31 March 2020 were audited by fhe previous S!a%utory Audrtors

: Kadambelfj ?a"{?homas oot
Managing Diréctor & CEO
DIN: 06189925

Place Mannuﬂmy :
Daté ©. 26 May 2021

- {Bank hcﬁds provxsucn of Rs. 800 Lakh, wmch was created by’ debiting interast Income, to meet.its aforesaid obligation towards refund af interest. o
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Professional Risk Opinion

No. CARE/CRO/RL/2020-21/1899

Shri K Paul Thomas

MD & CEO

ESAF Small Finance Bank Limited
ESAF Bhavan, Mannuthy P.O.
Thrissur,Kerala- 680651

Confidential

Dear Sir,

March 02, 2021

Credit rating for outstanding Debt Instruments

On the basis of recent developments including operational and financial performance of your

Company for FY20 (Audited) and 9MFY21 (Provisional),_’our Rating Committee has reviewed the

- following ratings:

CARE A; Stable
1. Tier ll Bonds (Basel Il1) 125.00 (Single A; Outlook: Reaffirmed
Stable)
125.00
Total (Rs. One Hundred Twenty Five
Crore Only)

2. Refer Annexure-I for details of the instruments

3.  Please inform us the below-mentioned details of issue immediately, but not later than 7 days

from the date of placing the instrument:

'Complete definitions of the ratings assigned are available at www. careratings.com and in other CARE publications.

CARE Ratings Ltd.

CORPORATE OFFICE: 4% Floor, Godrej Coliseum, Somaiya Hospital Road, Off
Eastern Express Highway, Sion (E}, Mumbai - 400 022.

Tel.: +91-22- 6754 3456 e Fax: +91-22- 022 6754 3457

Email: care@careratings.com e Www.careratings.com

CIN-LE7I90MHIZ8IPLL0T 158

Unit No. 0-509/C, Spencer Plaza, 5th Flaor,
No. 769, Anna Salai, Chennai - 600 002.
Tel: 491-44-2849 0811 / 13 /76

Tel./ Fax : +91-44-2849 7812



type

Issue Name and
. ontact Details of
Size | Coupon Coupon Terms of Redemption ¢ .
Instrument | ISIN Payment . details of top 10
(Rs Rate Redemption | date .
) Dates Debenture investors
«r Trustee |

The rationale for the rating will be communicated to you separately. A write-up (press
release) on the above rating is proposed to be issued to the press shortly, a draft of which is
enclosed for your perusal as Annexure 2. We request you to peruse the annexed document
and offer your comments if any. We are doing this as a matter of courtesy to our clients and
with a view to ensure that no factual inaccuracies have inadverten’dy crept in. Kindly revert as
early as possible. In any case, if we do not hear from you by March 4, 2021, we will proceed

on the basis that you have no any comments to offer.

CARE reserves the right to undertake a surveillance/review of the rating from time to time,
based on circumstances warranting such review, subject to at least one such

review/surveillance every year.

CARE reserves the right to revise/reaffirm/withdraw the rating. qssigned as also revise the
outlook, as a result of periodic review/surveillance, based on any event or information which
in the opinion of CARE warrants such an action. In the event of failure on the part of the entity
to furnish such information, material or clarifications as may be required by CARE so as to
enable it to carry out continuous monitoring of the rating of the bank facilities, CARE shall
carry out the review on the basis of best available information throughout the life time of
such bank facilities. In such cases the credit rating symbol shall be accompanied by “ISSUER
NOT COOPERATING”. CARE shall also be entitled to publicize/disseminate all the afore-
mentioned rating actions in any manner considered appropriate by it, without reference to

you.

Our ratings do not factor in any rating related trigger clauses as per the terms of the
facility/instrument, which may involve acceleration of payments in case of rating downgrades.
However, if any such clauses are introduced and if triggered, the ratings may see volatility and

sharp downgrades.

CARE Ratings Ltd.

Unit No. 0-509/C, Spencer Plaza, 5th Floor, No. 769, Anna Salai, Chennai - 600 002.
Tel: +91-44-2849 0811 /13 /76 e Tel/Fax:+91-44-2849 7812




8.  Users of this rating may kindly refer our website www.careratings.com for latest update on

the outstanding rating.
9.  CARE ratings are not recommendations to buy, sell, or hold any securities.

If you need any clarification, you are welcome to approach us in this regard.

Thanking you,

Yours faithfully,

PR ~rprs— R W

Sakshi Arora Ravi Shankar R

Analyst " Manager
sakshi.arora@careratings.com ravi.s@careratings.com
Encl.: As above
Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated
instrument and are not recommendations to sanction, renew, disburse or recall the concerned bank facilities
or to buy, sell or hold any security. CARE’s ratings do not convey suitability or price for the investor. CARE’s
ratings do not constitute an audit on the rated entity. CARE has based its ratings/outlooks on information
obtained from sources believed by it to be accurate and reliable. CARE does not, however, guarantee the
accuracy, adequacy or completeness of any information and is not responsible for any errors or omissions or
for the results obtained from the use of such information. Maost entities whose bank facilities/instruments
are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In case of
partnership/proprietary concerns, the rating /outiook assigned by CARE is, inter-alia, based on the capital
deployed by the partners/proprietor and the financial strength of the firm at present. The rating/outlook
may undergo change in case of withdrawal of capital or the unsecured loans brought in by the
partners/proprietor in addition to the financial performance and other relevant factors. CARE is not
responsible for any errors and states that it has no financial liability whatsoever to the users of CARE’s
rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument,
which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are
introduced and if triggered, the ratings may see volatility and sharp downgrades.

CARE Ratings Ltd.

Unit No. 0-509/C, Spencer Plaza, 5th Floor, No. 769, Anna Salai, Chennai - 600 002.
Tel: +91-44-2849 0811 /13 /76 e Tel./ Fax:+91-44-2849 7812




Annexure -

—

Name of the ISIN “|Date of Issuance]| Coupon Maturity Amount

Instrument Rate Date {Rs. crore)

Tier li Bonds INES18W08016 30-Dec-2017 10.50% 30-Dec-2024 20.00
(Basel 1)

Tier Il Bonds INE818W08024 28-Mar-2018 11.50% 28-Mar-2025 20.00
(Basel I11)

Tier Il Bonds INES818W08032 01-Jun-2018 11.50% 01-Jun-2025 40.00
(Basel Ill)

Tier 1l Bonds - - - - 45.00
(Basel III)

{Proposed)

CARE Ratings Ltd.

* Unit No. 0-508/C, Spencer Plaza, Sth Floor, No. 769, Anna Salai, Chennai - 600 002.
Tel: +91-44-2843 0811 /13 /76 e Tel./Fax: +91-44-2849 7812




Annexure 2
Press Release
ESAF Small Finance Bank

Ratings
Amount
Facilities Rating? Rating Action
(Rs. crore)
125.00 - : CARE A; Stable

i Bond 1Hn)* Reaffirmed
Tier Il Bonds (Basel ilf (Rupees One hundred and twenty five crore only) (Single A; Outlook: Stable)
Certificate of Deposits 500.00 CARE Al+

. Reaffirmed

(Proposed) (Rupees Five hundred crore only) (A One Plus)

Details of instruments/facilities in Annexure-1
*Tier Il Bonds under Basel Ill are characterised by a ‘Point of Non-Viability’ (PONV) trigger due to which the investor may

suffer a loss of principal. PONV will be determined by the Reserve Bank of India (RBI) and is a point at which the bank
may no longer remain a going concern on its own unless appropriate measures are taken to revive its operations and
thus, enable it to continue as a going concern. In addition, the difficulties faced by a bank should be such that these are
likely to result in financial losses and raising the Common Equity Tier | capital of the bank should be considered as the
most appropriate way to prevent the bank from turning non-viable. In CARE’s opinion, the parameters considered to
assess whether a bank will reach the PONV are similar to the parameters considered to assess rating of Tier Il
instruments even under Basel Ii. CARE has rated the Tier Il bonds under Basel Il after factoring in the additional feature
of PONV.

Detailed Rationale & Key Rating Drivers

The ratings assigned to the debt instruments of ESAF Small Finance Bank (ESAF SFB) continue to factor in experience of
the promoter & management team in the lending business, the group’s significant experience in microfinance loans,
comfortable capitalization levels and adequate liquidity position. The ratings are, however, constrained by regionally
concentrated nature of business, moderation in asset quality parameters during SMFY21 {refers to the period April 01
to March 31) due to Covid-19 pandemic induced slowdown, limited diversification in loan portfolio which mainly

consists of micro finance loans.

Rating Sensitivities

Positive Factors
® Increase in the scale of operations with diversification in terms of geography & products while maintaining
good asset quality and capital adequacy levels

Negative Factors
*  Weakening of asset quality parameters with credit costs of above 4% on sustained basis resulting in reduction
of capital adequacy levels below 18%.

*Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications




Detailed description of the key rating drivers

Key Rating Strengths

Experience of promoter and management team L

ESAF SFB was promoted by Mr. K Paul Thomas, who is the founder of ESAF group and holds 7.3% stake in ESAF SFB as
on September 30,2020. He has over 32 years of industry experience, of which more than 25 years are in the
microfinance sector. He is supported by well qualified and experienced management team which has rich experience in
the banking and financial services sector. As on December 31, 2020, the bank’s board comprised of nine Directors

including six Independent directors who have rich experience in banking and financial services industry.

Comfortable capitalisation levels

Bank’s CAR and Tier 1 CAR stood comfortable at 24.03% and 20.99% as on March 31, 2020 respectively (Minimum
regulatory requirement of 15%and 7.5%) as against 27.59% and 23.30% as on March 31, 2018. Total CAR stood at
21.04% as on December 31, 2020; reduction in CAR during 9MFY21 was on account growth in net advances to Rs. 7,717
crore as on December 31, 2020 against Rs. 6,548 crore as on March 31, 2020. The bank’s tangible net worth'stood at Rs.
1,073 crore as on March 3i, 2020 (Rs. 1,185 crore September 30, 2020).

Significant growth in AUM; however, share of MFI loans continues to be high

ESAF SFB’s AUM grew by 37% during FY20 and stood at Rs.6,818 crore as on March 31, 2020 (PY: Rs.4,972 crore) and
during 9MFY21, AUM grew by 15% and stood at Rs.7,820 crore as on December 31, 2020. The bank ventured into new
products like LAP (Loan against Property), business loans, corporate loans, gold loan, etc. Nevertheless, the
microfinance loan book stood at 93% of the AUM as on March 31, 2020 (89% of the AUM as on December 31, 2020) as
against 96% of the AUM as on March 31, 2019. Next to MF! loans, gold loans stood at Rs. 446 crore as on December 31,
2020. Bank has also disbursed Covid-Care loan during 9MFY21 and the outstanding Covid-care loan stood at Rs. 532

crore as on December 31,2020.
Significant improvement in Deposits in FY20 and 9MEY21

The baﬁk’s resource profile majorly comprised of deposits, borrowings and sub-debts at 85%, 10% and 2% respectively
as on March 31, 2020 (PY:72%, 23% and 3%). The tota! deposits grew by 63% during FY20 and stood at Rs. 7,028 crore
as on March 31, 2020 (PY: Rs.4,317 crore). During SMFY21, deposits grew by 23% on y-o-y basis and stood at Rs. 8,651
crore as on December 31, 2020. In terms of granularity of deposits, 87% of total deposits were below the ticket size of
Rs.1 crore as on March 31,2020 (86% as on September 30, 2020). The bank’s CASA (as % total deposits) stood at 13.66%
as on March 31, 2020 as against 13.55% as on March 31, 2019 and improved to 15.07% as on September 30, 2020.

Improvement in profitability metrics during FY20; However, declined in 9MFY21 due to impact of Covid-19




During FY20, the interest income (as a% of average interest earning assets) reduced to 18.39% (PY:19.53%) and the cost
of funds (as a % of average interest-bearing liabilities) declined to 8.72% in FY20 (PY:8.97%) thereby NIM reduced to
9.60% in FY20 (PY: 9.75%). The operating expenses (as a % of average total assets) have slightly improved to 7.28% in
FY20 (PY: 7.71%). Credit costs {as % average total assets) reduced to 0.83% in EY20 from 1.99% in FY19. ROTA has
improved to 2.31% in FY20 as against 1.53% in FY19 supported by decline in credit cost.

During 9MFY21, PAT stood at Rs. 62 crore on a total income of Rs.1,336 crore. NIM of the bank declined to 9.03% in
9MFY21 due to interest reversal of 90+DPD accounts. PPOP remained healthy at Rs.359 crore during 9MFY21 as against
Rs.230 crore in 9MFY20. PPOP/total average assets stood at 4.54% in SMFY21 as against 2.32% in FY20. However, PAT
declined during 9MFY21 on account of increase in provisions to Rs. 297 crore during the period due to impact of Covid-
19 on the asset quality of the bank. Credit cost {as a % of total assets) stood at 3.76% and ROTA declined to 0.78%
during 9MFY21. With moderation in asset quality parameters post moratorium, the increase in credit costs is expected
to impact the profitability in the near term. However, PPOP is expected to absorb the credit costs arising out of the

increase in delinquencies.

Key Rating Weaknesses
Moderation in asset quality parameters during 9MFY21

Asset quality witnessed improvement during FY20 with Gross NPA and Net NPA stood at 1.53% and 0.64% respectively
as on March 31, 2020 as against 1.61% and 0.77% respectively as on March 31, 2019. Gross NPA and Net NPA stood at
1.22% and 0.05% as on December 31, 2020 (As per Supreme court order on NPA recognition). Proforma Gross NPA and
proforma Net NPA stood at 10.70% and 7.40% as on December 31, 2020. O+ DPD (days past due) increased post
moratorium period and stood at 34.44% as on December 31,2020 as against 2.68% as on March 31, 2020. Bank’s
overdue which were increasing post September 2020 has declined with improvement in collection in January 2021. It is
critical for the bank to improve its asset quality indicators due to credit risks associated with marginal credit profile of

borrowers.
Regional concentration of loan portfolio

ESAF SFB’s AUM continues to remain concentrated in Kerala at 58% of AUM as on December 31, 2020(57% as on March
31, 2020). The top two states constitute 79% of the overall portfolio as on December 31,2020. The bank has improved
its presence to 21 states across 483 branches as on September 30,2020 (524 branches as on December 31, 2020) as

against 17 states across 322 branches as on September 30, 2019.

Impact of Covid-19

On account of COVID-19, significant proportion of borrowers had availed moratorium. The collection efficiency has

witnessed gradual improvement and reached around 73% in the month of September 30,2020 and 78% in January,




2021. The bank has already made total provision of Rs. 220 crore as on December 31,2020 for the impact of Covid-19.
With increased delinquencies post moratorium period, the entire impact of Covid-19 on the asset quality and

profitability remains to be seen. e .

Liquidity: Adequate

As per structural liquidity statement of the bank as on December 31,2020, the bank does not have negative cumulative
mismatches up to 1-year time bucket. Also, the Liquidity Coverage Ratio (LCR) stood comfortable at 198.65 % as on

December 31,2020.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning ‘Outlook’ and ‘Credit Watch' to Credit Ratings
CARE’s Policy on Default Recognition

Financial Ratios-Financial Sector

CARE’s Rating Methodology for Banks

Rating framework for Basel lil instruments

Criteria for Short term Instruments

About the Bank
ESAF Smali 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 subsequently got SFB license and started its banking operations from March 2017 onwards.
ESAF SFB is currently focused in retail banking business with presence in micro-finance, housing finance, business loans,
loan against property (LAP), gold loans and providing financing solutions for marginal customers who lack access to the
formal banking and financing channels while providing a comprehensive banking and digital platform for all.

The bank received Scheduled status from RBI on December 27, 2018. As on September 31,2020, ESAF Financial
Holdings Private Limited held 65.63% of the shareholding in ESAF SFB while Mr. Paul Thomas holding 7.29%, ESAF
Swésraya Muti State Agro Co- operative Society Ltd 4.99%, PNB Metlife India Insurance 4.99%, Muthoot Finance Ltd
4.38%, Bajaj Alliéni Life Insurance Company 4.08%, Pi Ventures 2.04%, ICICl Lombard General Insurance Company held
1.46% and individual investors hold the remaining. As on December 31, 2020, the bank has 524 branches with Rs. 8,651
crore of deposits and AUM of Rs. 7,820 crore.

Brief Financials (Rs. crore) FY19 (A) FY20(A)
Total operating income 1,141 1,546
PAT 90 190
Interest coverage (times) 1.50 1.52
Total Assets 7,052 9,459




Brief Financials (Rs. crore) FY19 (A) FY20(A)

Net NPA (%) 0.77 0.64
ROTA (%) 1.53 2.31
A: Audited ) e

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2

Annexure-1: Details of Instruments/Facilities

Name of the ISIN Date of Issuance Coupon Maturity  Size of the Issue| Rating assigned
Instrument Rate Date {Rs. crore) along with
Rating Outlook
(T;‘:'S:l ';‘I’)"ds INES18WO08016 [30-Dec-2017  [10.50% 30-Dec-2024  20.00 CARE A; Stable
TierllBonds |\ o 8W08024 |28-Mar-2018 11.50% 28-Mar-2025  [20.00 CARE A; Stable
{Basel ill)
TerllBonds | |\ o oW08032 01-1un-2018 11.50% 01-Jun-2025  140.00 CAREA; Stable
(Basel Hi) ,
Tier I Bonds | - - - 45.00 CARE A; Stable
(Basel li1)
(Proposed)
Certificate of [ - - - 500.00 CARE Al+
Deposits
(Proposed)

Annexure-2: Rating History of last three years

Current Ratings \ Rating history
Nameofthe |Type Amou. Rating Datfe(s) & Date(s) & Dat.e(s) & Date(s) &
Sr. No. |Instrument/Bank mounf Rat.mg(s) Rating(s) Rat‘| ng(s) Rating(s)
Facilities Outstanding assigned R . assigned . Y
(Rs. crore) in2020. | ssignedin i 01g. | assignedin
E 2021 2019-2020 2019 2017-2018
. LICAREA; | 1) ARE A
1)Withdrawn |Stable X
1 Fund-based - LT- T ) ) ) (06-Mar-20) (25-Jan- Negative
) Term Loan a an (01-Dec-17)
19)
2 Fund-based - LT- T ) ) ) ) (lg\llvghdrla;\)/ n
: Cash Credit “oec
3. Comrnercial ST - - - - - 1)CARE Al




Current Ratings Rating history
D
Name ofthe | Type A " Rating DRa:.e(s)( 8)‘ Date(s) & R:::fs)(ss; Date(s) &
Sr. No. |Instrument/Bank N moun. a .In,g $ Rating(s) i g Rating(s)
.. Outstanding assigned o . assigned . .
Facilities (Rs. crore) in 2020 assigned in in 2018- assigned in
2021 2019-2020 2019 2017-2018
Paper {01-Dec-17)
CARE 1)CARE A; gx\f A1 1)CARE A
Bonds-Tier II T 125.00 A; ) Stable (25-Jan- Negative
Bonds ’ Stable (06-Mar-20) 19) (01-Dec-17)
1)CARE
. CARE 1)CARE A1+ Al+
Certificate Of ST 500.00 |Al+ - |(06-Mar-20) | (12-Mar- -
Deposit 19)

Annexure 3: Complexity of instruments

NS: Name of the Instrument Complexity Level
1. | Bonds-Tier Il Bonds Complex
Certificate Of Deposit Simple

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www. careratings.com. Investors/market intermediaries/regulators or others are welcome to write to
care@careratings.com for any clarifications.

Contact us

Media Contact

Mradul Mishra
Contact no. — +91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact 1

Mr. P Sudhakar
Contact no. - 044-28501000
Email: p.sudhakar@careratings.com




Analyst Contact 2

Mr. Ravi Shankar R
Contact no. - 044-2850 1016

Email ID: ravi.s@careratings.com

Relationship Contact
Mr. V Pradeep Kumar
Contact no. : 044-2850 1001

Email ID: pradeep.kumar@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEB!) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital
market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to
raise capital for their various requirements and assists the investors to form an informed investment decision based on the credit risk
and their own risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed
by the methodologies congruent with the international best practices.

Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security. CARE’d
ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated entity. CARE has
based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable. CARE does not, however,
uarantee the accuracy, adequacy or completeness of any information and is not responsible for any errors or omissions or for the
results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE have paid a
credit rating fee, based on the amount and type of bank facilities/instruments. CARE or its subsidiaries/associates may aiso have|
other commercial transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is,
inter-alia, based on the capital deployed by the partners/proprietor and the financial strength of the firm at present. The
rating/outlook may undergo change in case of withdrawal of capital or the unsecured ioans brought in by the partners/proprietor in
ddition to the financial performance and other relevant factors. CARE is not responsible for any errors and states that it has nol
inancial liability whatsoever to the users of CARE’s rating.
CARE’s ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the ratings may
ee volatility and sharp downgrades. '




RATING RATIONALE
2021

ESAF Small Finance Bank Ltd

Brickwork Ratings reaffirms the ratings for the Non-Convertible Debentures
of . 50 Crores of ESAF Small Finance Bank Ltd [hereafter referred to as
ESAF SFB or the “Bank”]

Particulars:

Unsecured ’ BWR A BWR A
NCDs 50 50 Long Term Stable Stable
Total 50 50 INR Fifty Crores Only

*Please refer to BWR website www. brickworkratings.com/ for definition of the ratings
** Details of NCD is provided in Annexure-I

RATING ACTION / OUTLOOK

Brickwork Ratings (BWR) reaffirms BWR A/Stable rating for ESAF Small Finance Bank Ltd.’s
(hereafter referred to as “ESAF SFB” or the Bank) unsecured Non Convertible Debentures
(NCDs) of Rs 50 Crs as tabulated above.

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

www.brickworkratings.com Page 1 of 8
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Rating Outlook: Stable s

BWR believes 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.

KEY RATING DRIVERS

Credit Strengths:

® Stable business growth: ESAF has witnessed consistent and sustainable growth in its
business in the last 3 years post receipt of “small finance bank” license. Total business of
the bank as on 31 Dec 2020 substantially grew to Rs 16,463 Crs from Rs 13,576 Crs in
FY20. Bank’s Loan book grew by 37% during FY20 from Rs 4,548 Crs in FY19 to
Rs.6,548 crs in FY20 and further grew by 15% to Rs.7,812 crs as on 31 December 2020.
Microfinance loan book constitutes ~88% of total loan book as on 31 Dec 2020. The total
deposits grew by 63% during FY20 from Rs 4,317 Crs in FY19 to Rs.7,028 crs in FY20
and further deposits grew by 23% on y-0-y basis and stood at Rs.8,651 crs as on
December 31, 2020. The bank’s CASA ratio improved from 13.66% in FY20 to 16.53%
as on 31 Dec 2020. Going forward, the ability of the bank to continue its growth
trajectory will be a key rating monitorable. :

¢ Comfortable capitalisation: Bank’s CAR and Tier 1 CAR stood comfortable at 21.04%
and 18.53% as on 31 Dec 2020, respectively (Minimum regulatory requirement of
15%and 7.5%). The bank’s Net worth as on 31 Dec 2020 stood at'Rs.1,093 crore with
cost of funds at 7.82%. The bank’s ability to continue to raise capital during the current
fiscal to sustain business growth will be a key rating monitorable.

o Stable financial risk profile: ESAFs interest income grew by 36.99% from Rs 1,031.64
crs in FY19 to Rs 1,413.25 crs in FY20. For 9MFY21, Bank has reported interest income
of 1,256.08 Crs when compared to Rs 1,026.23 Crs for 9MFY?20. The increase in
interest income is on the back of the consistent growth in advances. For the same period,
PAT increased by 110.86% from Rs 90.29 Crs in FY19 to Rs 190.39 crs in FY20.
However, for 9MFY21, the bank has reported PAT of Rs 62.11 Crs when compared to Rs
135.86 Crs in 9MFY20. The decrease in PAT is due to increase in provisions to Rs 297
Crs due to the impact of COVID 19. This has resulted in a decrease of ROA & ROE from
2.24% and 17.56% in FY20 to 0.76% and 7.20% in SMFY21. The bank’s ability to
continue to maintain its operating profitability and manage provisioning costs will remain
a key monitorable.

www.brickworkratings.com Page 2 of 8
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® Stable asset quality albeit stressed in the recent past due to the impact of COVID 19:
Bank’s asset quality improved in FY20 with Gross NPA and Net NPA decreasing to
1.53% and 0.64%, from 1.61% and 0.77%, respectively in FY19. Gross NPA and Net
NPA further improved to 1.22% and 0.05% in 9MFY?21 mainly due to the Supreme court
order on NPA recognition. However, the pro forma Gross NPA and proforma Net NPA
stood at 10.70% and 7.40% as on December 31, 2020. In absolute terms Gross NPA for
9MFY21 stood at Rs 95 Crs and proforma GNPA stood at Rs 835 Crs. Provision
coverage ratio as on 31 Dec 2020 stood at 59%. Apart from the normal provisioning, the
bank has already made a total provision of Rs.224 Crs as on December 31, 2020 for the
impact of Covid-19. The ability of the bank to keep making provisions towards COVID
19 impact and at the same time maintain its profitability and maintain stable asset quality
will remain a key rating sensitivity.

Bank’s collection efficiency has improved MoM and reached around 50% in January
2021. However, ~92% of borrowers have started repaying in the month of Feb 2021 and
the reason behind low collection efficiency is overdues for earlier months. BWR expects
that the collection efficiency will improve month on month which will help the bank to
maintain a stable asset quality. However, the ability of the bank to improve its collection
efficiency to reach pre covid levels will be a key rating sensitivity.

Credit Risks:

® Regional Concentration of operations: As on 31 Dec 2020, the bank operates in 21
states with 524 branches. ~82% of gross loan portfolio is concentrated in southern states
with Kerala accounting for ~58% of total portfolio, TamilNadu accounting for ~21% and
Karnataka accounting for ~3%. 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.

® Limited diversification of portfolio: Microfinance loans contribute to ~88% of the total
advances (against 97% of the total AUM as on March 31, 2020 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-MFI 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).

www.brickworkratings.com : Page 2 of 8




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 adeduate liquidity as reflected through its Liquidity Coverage ratio of 231.56% as on
30 Sep 2020 (as against Min LCR of 100% by Jan 2021) and positive cumulative mismatches up
to 1-year time bucket as per the Structural liquidity statement dated December 31, 2020.

COMPANY PROFILE

ESAF Small Finance Bank Limited (ESAF SFB) is a Kerala based Small Finance Bank (SFB)
which 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. Its registered office is located at Thrissur.
ESAF Small Finance Bank currently operates through 524 Branches across 21 states in India.

As on December 31, 2020, ESAF Microfinance & Investments Pvt Ltd (EMFIL) held 65.63% of
the shareholding in ESAF SFB while Mr. Paul Thomas holding 7.30%, 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.
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KEY FINANCIAL INDICATORS (in ¥ Cr)

25 - SRR

Deosits Rs i Crs .’ ) 2523 | 4317 7028
Advances Rsin Crs 3155 4548 6548
Total Business Rsin Crs 5678 8865 13576
CASA % 9.82 12.60 13.66
CRAR % 16.92 27.59 24.03
GNPA % 3.79 1.69 1.53
NNPA % 2.69 0.77 0.64
Networth v Rsin Crs 325 881 1061

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: Nil

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY: Nil

RATING HISTORY

Type Amount
(Long Rating 18 Mar 2020 13 Feb 2019 27Mar 2018
Term/Short (Rs in Crs)
Term)
1 Fund Based Long Term ) ) Withdrawn BWR A BWR A-
Term Loans {Stable) (Stable)
2 Unsecured Long Term 50 BWR A BWR A BWR A - BWR A-
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NCD ' (Stable) (Stable) (Stable) (Stable)

COMPLEXITY LEVELS OF THE INSTRUMENTS: Simple

For more information, visit www.brickworkratin gs.com/download/ComplexitvLevels.ndf

Hyperlink/Reference to applicable Criteria

e General Criteria
o Banks and Financial Institutions

Analytical Contacts
Sree Harsha Anil Patwardhan
Manager ~ Ratings Senior Director - Ratings
B :+91 80 4040 9940 Ext :361 B ++91 222831 1426, +91 22 2831 1439
srecharsha@brickworkratings.com anil.p@pbrickworkratings.com
1-860-425-2742 I media@brickworkratings.com

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 INE8790Q08036
.

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
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sharing (both direct and indirect) its rationales for consideration or otherwise through any print or electronic or
digital media. ‘

G
47’]_‘-.*

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan,
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds,
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other
structured / credit enhanced debt instruments, Security Receipts; ‘Securitisation Products, Municipal Bonds, etc.
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also
rated NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters 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 India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank
Loan facilities, Non- convertible / convertible / partially convertible debentures and other capital market instruments
and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and
other structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds,
etc. [hereafter referred to as “Instruments”]. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate
Developers, Urban Local Bodies and Municipal Corporations.

BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR
that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and other
reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating Report &
other rating communications are intended for the Jurisdiction of India only. The reports should not be the sole or
primary basis for any investment decision within the meaning of any law or regulation (including the laws and
regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship between the
user and BWR.

The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should not in
any manner be construed as being a recommendation to either, purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
Jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and judgement
obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the users of these
Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify, suspend or withdraw the
ratings at any time without assigning reasons for the same.

BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any public '
notification, in any form or format although BWR may disseminate its opinion and analysis when deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or
agents (collectively, “BWR Party™) guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR
Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the
results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party disclaims all
express or implied warranties, including, but not limited to, any warranties of merchantability, suitability or fitness
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for a particular purpose or use. In no event-shall any BWR Party be liable to any one for any direct, indirect,
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or
losses (including, without limitation, lost income or lost profits arid opportunity costs) in connection with any use of
any part of the Rating Rationales and/or Rating Reports even if advised of the possibility of such damages.
However, BWR or its associates may have other commercial transactions with the company/entity. BWR and its

affiliates do not act as a fiduciary. :

BWR keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of the respective activity. As a result, certain business units of BWR may have information that is not
available to other BWR business units. BWR has established policies and procedures to maintain the confidentiality
of certain non-public information received in connection with each analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities
etc, or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are also
generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories,
communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of
India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as
~ amended from time to time.
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