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No. CTL/DEB/20-21/Noting Certificate/2947

November 10, 2020

To Whomsoever It May Concern,

CERTIFICATE FOR RECEIPT AND NOTING OF INFORMATION

[Pursuant to Regulation 52(5) of the Securities and Exchange Board of India (Listing Obligations

and Disclosure Requirements) Regulations, 20151

We, Catalyst Trusteeship Limited (“Debenture Trustee”) hereby confirm that we have
received and noted the information, as specified under regulation 52(4) of Securities and
Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulation, 2015
(“Regulations”), provided to us by ESAF Small Finance Bank Limited (“the Company”)
for the Half year ended September 30, 2020.

This Certificate is being issued pursuant to the requirements of regulation 52(5) of the aforesaid
Regulations, for onward submission to Stock Exchange(s) by the Company.

Authorised Signatoryv

Encl: Results submitted by Company
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ESAF SMALL FINANCE BANK
Joy of Banking

Disclosures made in_compliance with the Regulation 52 (4) of the SEBI (Listing
Obligation and Disclosure Requirements) Regulations, 2015 for the period ended 30
September, 2020

A) Credit Rating and Change in Credit Rating — (Provided as Enclosures Separately)

B) Asset Cover Available in case of Non- Convertible Debt Securities — NA, as the Bank
has issued unsecured Debt instruments.

C) Debt Equity ratio — 1.14 :

D) 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 Date Actual Date of
Payment

250 Unsecured, 17.23% Nil Nil

Rated, Listed,

redeemable , Non

Convertible

Debentures of Rs.10

Lakh

250 Unsecured, 16.83% Nil Nil

Rated, Listed,

redeemable , Non

Convertible

Debentures of Rs.10

Lakh

200 Unsecured, 10.50% 30.06.2020 30.06.2020

Rated, Listed, Basel
I Compliant Tier Il
Bonds Rs.10 Lakh
200 Rated, Listed, , 11.50% - 30.06.2020 30.06.2020
Redeemable , .

Unsecured Basel Il
Compiiant
Convertible
Debentures of Rs.10
Lakh

400 Rated, Listed, |, 11.50% 30.06.2020 30.06.2020
Redeemable ,
Unsecured Basel lli
Compliant
Convertible
Debentures of Rs.10
Lakh

oA

T EEEEET
el Finane

ESAF SMALL FINANCE BANK LIMITED
RBI License No.: MUM 124, CIN: U65990KL2016PLC045669 -
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E) Next Due Date for the Payment of Interest/ dividend of Non- Convertible Debentures
with amount of Interest payable and redemption amount

Particulars Rate of Interest Interest Due Date | Principal Due Date

250 Unsecured, 17.23% 22.12.2020 22.12.2021
Rated, Listed, '
redeemable , Non
Convertible
Debentures of Rs.10
Lakh

250 Unsecured, 16.83% 28.12.2020 28.12.2021
Rated, Listed,
redeemable , Non
Convertible
Debentures of Rs.10
Lakh

‘| Bonds Rs.10 Lakh

200 Unsecured, 10.50% 31.12.2020 30.12.2024
Rated, Listed, Basel
Il Compliant Tier li

200 Rated, Listed, , 11.50% 31.12.2020 28.03.2025
Redeemable , ‘
Unsecured Basel Il
Compliant
Convertible
Debentures of Rs.10
Lakh

400 Rated, Listed, , 11.50% 31.12.2020 01.06.2025
Redeemable ,
Unsecured Basel lil
Compliant
Convertible
Debentures of Rs.10
Lakh

F) Debt Service Coverage Ratio — NA

G) Interest Service Coverage Ratio - NA

H) Outstanding Redeemable Preference Shares (Quantity and Value)- Nil
) Capital Redemption Reserve/ DRR - NA

J) Net worth — Rs.1208.96 Crore

K) Net Profit after Tax — Rs.130.42 Crore

L) Earnings Per Share — Rs.3.05
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19" Floor, Shapath-V

.-t w8 S.G. High
Deloitte
H a SRiﬁ s ~ Gujarat, India

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

INDEPENDENT AUDITORS’ REVIEW REPORT ON REVIEW OF INTERIM
FINANCIAL RESULTS

TO THE BOARD OF DIRECTORS
ESAF SMALL FINANCE BANK LIMITED

1. We have reviewed the accompanying Statement of Unaudited Financial Results
of ESAF SMALL FINANCE BANK LIMITED(the "Bank”) for the six months ended
September 30, 2020 (the “Statement”); being submitted by the Company
pursuant to the requirement of Regulation 52 of the SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015, as amended.

2. This Statement, which is the responsibility of the Bank’s Management and
approved by the Board of Directors, has been prepared in accordance with the
recognition and measurement principles laid down in Accounting Standard 25 for
“Interim Financial Reporting” ("AS 25"), 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 (“RBI Guidelines”) and other accounting principles generally
accepted in India. Our responsibility is to express a conclusion on the Statement
based on our review.

3. We conducted our review of the Statement in accordance with the Standard on
Review Engagements (SRE) 2410 ‘Review of Interim Financial Information
Performed by the Independent Auditor of the Entity’, issued by the Institute of
Chartered Accountants of India. A review of interim financial information consists
of making inquiries, primarily of the Bank’s personnel responsible for financial and
accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with Standards
on Auditing specified under section 143(10) of the Companies Act, 2013 and
consequently does not enable us to obtain assurance that we would become aware
of all significant matters that might be identified in an audit. Accordingly, we do
not express an audit opinion.

4. Based on our review conducted as stated in paragraph 3 above, nothing has come
to our attention that causes us to believe that the accompanying Statement,
prepared in accordance with the recognition and measurement principles laid down
in Accounting Standard 25 for “Interim Financial Reporting” (*AS 25"), 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 RBI Guidelines and other accounting principles generally
accepted in India, has not disclosed the information required to be disclosed in
terms of Regulation 52 of the SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015, as amended, including the manner in which it is
o be disclosed, or that it contains any material misstatement.



Deloitte
Haskins & Sells

5. As more fully described in Note 6 to the Statement, the potential impact of the
COVID-19 pandemic on the Bank’s results are dependent on future developments,
which are highly uncertain.

Our conclusion is not modified in respect of this matter.

6. 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 these comparative financial information expressed an un-modified
opinion.

Our conclusion is not modified in respect of this matter.

For Deloitte Haskins & Sells
Chartered Accountants
(ICAI Reg. No 117365W)

o~

G. K. Subramaniam
(Partner)
(Membership No. 109839)
UDIN: 20109839AAAAXH9582

MUMBAI, November 10, 2020



ESAF SMALL FINANCE BANK LIMITED
Building No.VII/83/8, ESAF Bhavan, Thrissur - Palakkad National Highway,
Mannuthy, Thrissur, Kerala.- 680651

CIN : U65990KL2016PLC045669

Statement of unaudited financial results for the Six Month Period ended 30 September 2020

Rs. In Lakhs
Particulars Six Month Six Month Year ended
Period ended | Period ended | 31 March 2020
30 September | 30 September
2020 2019
Unaudited Audited Audited
I. INCOME
Interest Earned 84,290 66,068 1,41,325
Other Income % 4,502 6,819 13,319
Total 88,792 72,887 1,54,644
Il. EXPENDITURE
Interest expended 35,700 29,473 62,106
Operating Expenses 26,598 28,134 60,068
Provisions and Contingencies 13,452 6,036 13,431
Total 75,750 63,643 1,35,605
lll. PROFIT
Net Profit for the Period/Year (I - II) 13,042 9,244 19,039
Analytical Ratios
(i) Capital Adequacy Ratio 24.29% 25.69% 24.03%
(i) Earnings Per Share (EPS) (Face value of Rs.10/- each) *
- Basic 3.05 2.16 4.45
- Diluted 3.05 2.16 4.45
NPA Ratio
a) Gross NPA 9,761 9,634 10,086
Net NPA 1,352 3,341 4,217
b) % of Gross NPA 1.32% 1.76% 1.53%]|
% of Net NPA 0.19% 0.62% 0.64%
c) Return on Assets * 1.24% 1.16% 2.24%

* six months period numbers are not annualised




ESAF SMALL FINANCE BANK LIMITED
Building No.VII/83/8, ESAF Bhavan, Thrissur - Palakkad National Highway,
Mannuthy, Thrissur, Kerala - 680651
CIN : U65990KL2016PLC045669

Notes :
1. Statement of Assets and Liabilities as at 30 September 2020

Rs.in Lakhs
Particulars As at 30 As at

September 2020 | 31 March 2020
Unaudited Audited

CAPITAL AND LIABILITIES
Capital 42,780 42,780
Reserves and Surplus 78,671 65,629
Deposits - 8,20,839 7,02,838
Borrowings 1,39,015 1,20,332
Other Liabilities and Provisions 37,280 15,418
Total 11,18,585 9,46,997
ASSETS
Cash and Balances with Reserve Bank of India 34,382 30,477
Balances with Banks and Money at Call and Short Natice 1,26,131 59,802
Investments 1,97,843 1,73,363
Advances 7,28,968 6,54,782
Fixed Assets 12,478 12,011
Other Assets 18,783 16,562
Total 11,18,585 9,46,997
Contingent Liabilities 145 150
Bills for collection - -

2.The statement of unaudited financial results for the six month period ended 30 September 2020 ("Statement" or
"Financial Results") have been reviewed by the Audit Committee and approved by the Board of Directors at their
respective meetings held on 10 November 2020.

3. The above financial results of the Bank have been prepared in all material aspects, in accordance with the generally
accepted accounting principles in India (“Indian GAAP"), statutory requirements prescribed under the Banking
Regulation Act, 1949, circulars and guidelines issued by the Reserve Bank of India (“RBI") from time to time and
Accounting Standards as prescribed under section 133 of the Companies Act, 2013.

4. There are no changes to the significant accounting policies adopted during the six month period ended 30
September 2020 as compared to those followed for the year ended 31 March 2020.

5. The Capital adequacy ratio (‘CRAR") has been computed as per the Operating guidelines vide RBI notification
RBI/2016-17/81 DBR.NBD.NO.26/16.13.218/2016-17 dated 6 October 2016 ("the Operating guidelines") prescribed
for Small Finance Bank .

The Bank has followed Basel Il standardised approach for credit risk in accordance with the operating guidelines
issued by the RBI for Small Finance Banks. Further no separate capital charge for market risk and operational risk
have been computed in view of the exception contained in RBI Notification DBR.NBD.NO.4502/16.13.218/2017-18
dated 8 November 2017.

6. (i) The outbreak of COVID-19 pandemic across the globe and in India has contributed to a significant decline and
volatility in the global and Indian financial markets and slowdown in the economic activities. The RBI on 27 March
2020, 17 April 2020 and 23 May 2020, announced 'COVID-19 Regulatory Package' on asset classification and
provisioning. In terms of these RBI guidelines, the lending institutions have been permitted to grant an effective
moratorium of six months on payment of all instalments/interest as applicable, falling due between 1 March 2020 and
31 August ('moratorium period’). As such, in respect of all accounts classified as standard as on 29 February 2020,
even if overdue, the moratorium period, wherever granted, shall be excluded by the lending institutions from the
number of days past-due for the purpose of asset classification under RBl's Income Recognition and Asset
Classification norms.
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ESAF SMALL FINANCE BANK LIMITED .
Building No.VII/83/8, ESAF Bhavan, Thrissur - Palakkad National Highway,
Mannuthy, Thrissur, Kerala - 680651
CIN : U65990KL2016PLC045669

(i) Further, during the current period on account of the moratorium, the collections have been impacted resulting in
consequential lower Business Correspondent expenses (included in Other Expenses), which are accounted on
completion of collection services rendered. The Bank has seen an increase in the collection and disbursement activity
post the moratorium period.

(iii) The Honourable Supreme Court in PIL by Gajendra Sharma Vs Union of India & Anr vide its interim order dated 3
September 2020 has directed Banks that the accounts which were not declared as NPA till 31 August 2020 shall not
be declared as NPA till further orders, pending disposal of the case by Supreme Court. Pursuant to the order, the
Bank has not classified any borrower account which has not been declared as NPA as at 31 August 2020 as per the
RBI Prudential norms on Income Recognition, Asset classification, provisioning and other related matters as Non-
Performing Asset (NPA) after 31 August 2020.

However, if the Bank had classified borrower accounts as NPA after 31 August 2020 and corresponding provisions
would have been made, the Bank's proforma Gross NPA ratio and proforma Net NPA ratio would have been 1.46%
and 0.29% respectively.

(iv) The Bank had provided Rs.440.78 Lakhs during the year ended 31 March 2020 and Rs. 440.78 Lakhs during the
six month period ended 30 September 2020 as required under regulatory guidelines aggregating to 10% of the SMA
accounts outstanding as on 29 February 2020. However, considering the prevailing uncertainity over the business due
to covid 19 pandemic , the Bank as a prudential measure set aside an additional provision of Rs. 4,407.79 Lakhs
during six month period ended 30 September 2020 being 50% of such outstanding SMA accounts taking the total

provisions to Rs.5,289.35 Lakhs as against the outstanding amount of Rs. 8815.57 Lakhs as on 29 February 2020.
(v) The extent to which the COVID-19 pandemic will impact the Bank'’s provision on assets and future results will
depend on future developments including the final decision of the Honourable Supreme Court of India in relation to
moratorium and other related matters, which are highly uncertain, including, among other things, any new information
concerning the severity of the COVID-19 pandemic and any action to contain its spread or mitigate its impact whether
Government-mandated or adopted by the Bank.

7. The Government of India (GOIl) has announced the Scheme for grant of ex-gratia payment of difference between
compound interest and simple interest (“differential interest”) for six months to borrowers in specified loan accounts
(1.3.2020 to 31.8.2020) on 23 October 2020, which mandates ex-gratia payment to certain categories of borrowers by
way of crediting the difference between simple interest and compound interest for the period between 1 March 2020 to
31 August 2020 by respective lending institutions. Further Department of Financial Services vide its circular dated
October 29, 2020 has clarified among other points that crops and other agricultural loans are excluded from the ambit
of this scheme. Accordingly the Bank has given credit to the eligible customer account on 4 November 2020.

8.The figures for the six month period ended 30 September 2019 and year ended 31 March 2020 were audited by the
previous Statutory Auditors.

9. Figures for the previous period/year have been reclassified/regrouped wherever neces to conform to the
current period/ year classification.

Kadambelil Paul Thomas

Place : Mannuthy Managing Director & CEO
Date : 10 November 2020 DIN: 00199925

CHARTERED ) ¢p

ACCOUNTANTS,
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. Thanking you,;

Yours Faithfully,
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Improvément in-advances, however share. of NFEIoans eontinu’esfb be"hlgh: ESA‘F SFB’s AUM improved

by 22%:during-F¥1Y and stood:at Rs.5,060 crore’as on March-32; 2019 (P¥: Rs 4131 crore}:and; during

H1FY20, EAUM mproved by 10% dnd-stoot at Rs.s 559 Crore as-on September 30 2019. Post transtion‘to

S SFB. ESAF: SFB has intreduced newr products hke Lap (Loan agamst Propertv). busmess laans. corporate

% 24% and 11%).
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2018. The ban 's CASA (as % total deposﬁs) has also 1mproved £0 14% m March 31 2619(12% in
Septenibier 30, 2018) from:10% i March 3t; 2018;

__unpfoving asset quahty indicators -but: risks'. assocmted with margfnal rredxt prof'le of borrowers

:_Qﬁ&mue,s The banx improved its collecuons and recovery mechamsms and the. collection efficieney

_stood, ét 90% for FY19:{PY: 96%) -and. has: mproved tu 97% for-H1FVZ0: though the bank was impatted by

Kérala ﬂoods and coltectmn efficiéncy dechned to 75% during August. 2018. Durmg FY19, the bank written
vuff its: loans m the éxtent of Rs. B9.4.crore and the. asset quahtymdlcaturs of the bank has improved with
. gross NPA and Net NBA stood atd, 61%and 0 77% respective{y ason March 31, 2019 {1. 75% and 0. 62% as
on- September 30, 2019) -as.2gainst 3.79% and- 2.69% as on.March. 31 2018 Jt.ds cntacal for the bank to
maintain; its. asset-quahtv mdxcatnrs at. current (eva\s due m credlt nsks asso:cated W\th “marginal - credit
‘profile of borrowers {share of microfinahce loans stood af 96% of the- AUM as'an Septemher 30,-2019)

who are- wlnerable ‘to ddverse ecphicmic cycles.

lmpravbvg*pwﬁtnb:l ; :Metrics:"éSAF SFB’s*pi‘of‘ ié il

'on 3 totalincome:o:

in FY18, Durmg FY19; thelyield on advances las a"/a ofaverage interest - ddming assets] |mproved t0'23.75%

(PY:23:15%) and ‘the'tost of. burrowmgs(as 8% of?a j rage interest bearmg habnht:es) dechned to.8,87%.in

i FY?.S(?Y N 45%}thereby improvemient in.NIM. at 9 75A in FY19 {PY:7. 32%} The operatmg experises {as 3 %.

of a\.erage tota¥ assets) havestightly lmproved tn 71% in Fyig (P 0%2 Crednt wsxs {as-% average

-"0@‘ -3_55.635.) has,inczegsed,.to 1.99%in F‘(,ls.‘from 2% in'EYi8; ROT.& has xmpmved io 3%-ilj"_ﬁf1§- as

LSS% in H1FY20 35-against 1,955 in FYi9 and al ecL‘-m improving: the, proftabshty mdxcators. ROTA for

H1EY20. stood at '2.36% (o tax expenses were mcurred)

Key Ratmg Weaknesses-

A Regianal concenlratfon ‘of loap, portjo!lo con’tmues ‘ESAF SFBIS:AUM contmues 1&'remair cancentrated:in-

Kerala at 5315 as oh Seotember 30,2019, The: top two statés tonstitutes' 81% of the uverau portfolxo as.on
‘March 31 2019 (PY 81%) However; the bank has taken irotnatwes ta re uge tha concentratlon AUM in:
Kerata- decuned to 529% as on-March 31, 2019 From 59% as on March 31, 2019 through estabhshment of

branchas and’ expansmn of portfolio across: newer states “The barik:fias. lmpraved its. presence to.12 states
7

ity improved dufing ';v19‘ AT stobd at: Rs.90 crore
1,141 crore in FY19 as agamst PAT at Rs.27 crore 6n a total mcome of Rs.599 crore
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as on' March 31 2019 46 againise 10 states a5’ on arcti 31, 2018 dnd-furiiét to 17 states scrogs 322

branchss as on September 30, 2019

Liquidity: Adagudte : -
As per structural Higuidity-statement of. the bank as- on: December 31, 2019, ‘the bank does not have

negative cumulatwe mlsmatches up tol vear txme bucket. Also, the quuidlty Coverage Ratle {LCR} stood
comfortabie at 507.02A :l-) addition, the' bank had excess SLR invéstments of

Rs. 166 -crofe; as on. Septemoer 30, 2019-whichi remamed favourdble from the liquidity. perspective.

ason September 30 201

- Analytiéal ’apéﬁr..ﬁ:i;ch:_ Standalone

B Cnteria for Short term anlmments
: .P‘olfcv jon. Wﬂhtxrawa! of: rat! ngs’

':-About the: Companv
ESAF: Small' nance Bank. Umzted {ESAF SFB}

' commenced ltS bank“ 'eratlons an March 4
which Is-a part of Kerala based ESAF group, operatmg m Microfinangs: space.. 1 m 1995 ,_.'d set up ESAF
'007 EMFIL: subsequenﬂy got $FB license -and started

3: Kerala. b‘ased'smal‘i:-ﬁiﬁa’hce Bank: {SFB].which has

. ‘Paul Thomas

_'7 The bank- was promoted by M

) Mlcroﬁnanc &.lnvestmenls Bt Limited (EMHL)
- its bankmg operatxons fmm March 2017 onwards. ES FSFB I8 curreritly. focuse Hn retasl bankmg business

with: prﬂsence in micro-ﬁnance,'hcusxng fi nance, busmess loans, foan agamsi p:operty (LAP), gold {oans

lnsurance 4. SBA Muthoot Finance {td 4: 38% Bajaj Allianz Life lnsurance Company 4. 08%, -Pl Ventures.

2 04/5 lClCl orbiard General-insance Company héld.1.46% and mdivldual Investors] hold the remaining,

As: ofr September 30 2019, the bank has 332, branches across 153, districts n 17 -states of India with

-depos:ts of Rs:6,063, grove and AUM of Rs.5,559 crore
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" Marct 2, 2020

Dear sir.

Please refer to.our letterdat

2. The'tétibr;a]e;foi"the-ra_tf";."giézaifaéﬁéd-a‘s;éﬁ'krih,eﬁuré 1

3 We request you: to peruse the annexed do' ments and offer your. comments,
S iF any: We are domg this:as 2 matter of courtesy to-ouf ‘clients-and with a

- . yiew to-ensure that no. factual inacturacies have inadverténtly crépt in. Kindly.

. revert-as early as posslble. In any casé, f-_we do not hear from you by
.- - March. 4; 2020 we will preceed on, the basas that you have no comments to
- offer

N you have any fiirther. clanfncatxons, you are welcome to approach us:

Thankmgyeu, o
Yours faithfufly,
T Rav: ShankarR
En,(':?:-;ﬁs.'ébdvé.

) CARE Raﬂnlgs Limited. i
Somalya Hospital Road, =~ * ", Umt No. 0-509/C, Sparcer Fiua, Sth floor,

: .CORPOR%TE OFHCE 4 Flnor, chijolIse

.. Otf:Eastarn Ex h on(E),“ & —'400022, : ‘No. 769, Anna Salni, Chennat - 400 002.
'”1"2-67543455 l-'ax wt-*z-&7543457 ’ L L " Tols +91-94-2849 0814 /13 / 76./ 2850 1000

Tels Fax +91-44-2849 7812

= Emall we@m es gsEom. + wivw slings.com

CINGLST 1981319937




Ratmg Ratlonale -

ESAF Small Fmance Bank
Ratmgs . - N
. . ¥ e . HESS . Amc“unt '. i :A . . - . . '. -
T ng Actio
_Facnlmes : : (Rs. ciore) . - Ratmg | Rating Action
NS ) | I CAREA Stable |
Tiér - Bond Issue , 12500 - - ] (smglgiagﬂqﬂuok Reaffirmed
. - : - .: Stabie)
| Certificate- o‘fDe‘ﬁ'osi‘t'su T T T CAREATF — X
’ (Proposed} {  -S0000 _{AOne-Plus) , Rea__fflrmed_ |
- I Withdrawn

The ratings: assrgned to the debt:d

mstruments an ,rnﬁcate of deposns of E' "-Smali Finance. Bank

Ltd-{ESAF SFB) factors in coinfortable capxtal;satson profile and growth in uverall busmess of the bank
and'i lmprovmg proﬁtab;hty durmg FYIQ(refers 1o the period Apnl o1 s March 31} and: HlFYZO(refers
to-the: pemd Agril 01'to Septefber 30)..THe. ratmgs <continye to factar in expenence of the promoter
& management ‘teanyin the Iendmg business; the group 5 significant’ expﬁrlence in- microf inance loans

and comfortable liquidity posttion. The ratings. a e, however, constrained by regtona!ly concentrated

naiure of ‘business,: hmited dwersmcatxon in loan-z_portfoho which mamly consists. of micro finance
'ioans

The.ratings assigned:to the long:term bink facifit esis withdrawn wift_h.'imm‘eéi:é.tee_ffgct,;a,s_ the bank

has folly repéid the'amount unider the said facility and there is no-amount ogtstand_ing as on date.

. Ratmg Sensegvmes

. Positive Factors:

o lrcrease ‘the:scalé-o operations. across ‘newer geographles and lmprove product mix of
advances Book. while '_amtaming good asset*quahtv ona sustained: basxs

. Negitive Factors

- Weakemng of asset. quality on sustam C
K Weakemng of capztal adequacy with CAR eclln!ng below: 17% on a sustamed basls -

: betailed-descg’i.ptibﬁ of thekey rating drivers

SAFSFB- was promoted by Mn K Patl Thomas, who
: stake in ESAF SFBas on December 31 2019 -He has over

of whxch more han 22 years are in. the m;croF nance sector He is

Experiente of: promoter and management tea

is the fouhder of: ESAE group: and holds 7

32 years. of mdustry eXpenence,

-’ipfwbpfelé_ deifinition: of the ratings (1$signeaf,._alje éuailable-}ai. Ynwivieaieriitings com and other CARE
pubfications T




,"019(89% as on’ September 30, 2019) as agams! 125 iimes,as on March 31, 2018

- suppotted by Well quahﬁed and expenenced managemem team which has. nch expenence in the

bankiog and financial services. ‘sector. The bank has been augmentmg its seniof management teamby

‘recruiting professmnals from. the bankmg and f‘ nancual sector. As on-December 31, 2019, the barik's.
‘hoard’ compnsed of eight’ Dxrectors ingluding: ﬂve Independent directors. who haye rich experience-in

.banklng and. financial services.industry.

Comfortable:capitalisation Jevels: The bank's 'tapnalisa't'ion profile is comfortable:supported by the
capital mfusxon of Rs:464- crore threugh pnuata placement of equity.shares’ durmg September 2018,
As on March 31, 2019;the CAR and Tier:} ratxo stood at 27.59% and 23:30% respectsve!y {25.69% and
21.99% as on September 30, 2019) as againist 16. 92% and 12.40% ason Match 31, 2018.

improvement in 4dvances, however share of MFI ‘loons . cantinues :to .be ingh ESAF S5FB's AUM
improved by 22%" durmg FY19 and stood’ at Rs. 5 050 crore.as.on- March 31, 2018 [PY:Rs.4,131 crore}

.and during-H1FY20, AUM impioved by-10% aq,d_s;cod at Rs.5,559crore, as-on Septémber 30, 2013,
_Post "trénsitibn' to- SFB;.ESAF :SFB: has_ intrédz}ce:dinew products like LAP {Loan against Property),
: business- loaris;. corporate (oans. go!d loam etc Neuertheless, -thesmicrofinance foan book stdod at

" 97% of the. AUM as on'March: 31; 2019, (96% of thé: AUM ason September 30; 2019) 25 against 98% of

the AUM:of the total AUM-as: on ‘March31, 2018

- Significant . grawth in:. Depos:ts with :mprovement in- granularity:. The PBapk's tota] ‘berrowing

increased to R$6,019 crore as on Mareh 3, 2019(85,7 401 crore as-on September 30; 2019 }.as

against Rs. 5, 248 ciore as on’ March 31, 2018, The bank’s’ borrowmg pmﬂle ma;oriy ‘comprised- of

: deposits, loaris fram.othier insfitutions dhd sub- debts at 72%, 23%. and 3% ¥espectively.as on March

31, 2019(PY 60%, 24% 3nd 11%). As: on September— 30, 2019; thesshare:{3s-3.%.0F total borrawings}. of
deposits, loans.from gther msmuuons and sub debt stood at 82%,: 15% and 3% xespectwely The total
deposits grew by 71% during FY19 and stood at Rs 4,317 crore as on Mareh 31, 2019 (PY: Rs.2,523

.créee). Dunng HIFY20, deposxts;grew by 40% and stood at Rs:-6,063 crore as on: September 30, 2019.

‘Dug-1: s«gmﬁcant grawth'in deposxts, the.CD! ratm of the' bank smpraved to 105 times. as'op March 31,

Thebapk!

_'"_rm deposds are-also.granular | in. namie with 89% of the, total ¥erm- deposxts below:the

-ticketsize of RS. 1 choze ason March 31, 2019 {88% as on September 30 2019) as against 56% as on
~March 31, 20
201911 2% in Séptembey. 30 2018} frond 10% in: March 31, 2018,

The barkls EASA. (s otal deposnts) Fas: alsa improved to 14%. ‘in-March 33,

:lmpravmg asset quality indicators but r[sks assocmtea’ wztﬁ margmal credit. prnflle of: borrowers

contmues' The bank ifprovedits. co!!ectxons and: irecovery, mechamsms and the coilechon gificiency

stood at 90% for FYI9 {PY: 86%)arid-has ifoproved 1o 97% for HIFY20:though- the hank.was impatted

by Ketala.floods and collection efficiency declined to 75%.during August 2018, Puring EY19, the bank

“written off 114, loans to-the eitent of Re8B.4 crofe and therasser quality indicators of the. bank-has




respectwely as on March 31,2019

. improved wﬁh ross: NPA and Net NPA: stood at 1:‘ 1%_and 0. : 1%:

-, or he Bankito mamtam xts asset_quaht\/ mdlcatars ‘al cureent 1evels due to" credit risks
-associated with margmal eredit- profde of borrowers (share of ‘micrafinance Joans stood 2t 96% of the

AUMEson Se_ptember 30, 2019) who arevuinera_bﬁe to adverse ecoriomic cycles.-

Improving profitability mettics:. ESA’E"SE.B-'s_.prof&é'bil'ity improved during FY18, PAT stood at.Rs.90

a5 against PAT at Rs.27 crore.on.a totai income of

trore o‘r\ 3 féta'l'irrco}riecof Fis‘ 4, '141 crore'in F\'( :
' a vances fas a% of.i average tnterest earning assets]
. »mproved to'23. 75% {PY 23. 15%) and the cost af borrowrngs(as a% of average mterest bearing
. habmtzes) decinned to 8. °7% in FYIS(PY.9.45 ) thereby lmprovement in- NIM at 9.75% .In FY19
{PY:7.32%}. The operatmg expenses (as a:% of avera ge total assets) have slightly improved to 7. 71% in
FY18 (BY: 7.90,6),;,;redxt costs {as% average total assets) has m;rease_d 10 1.99% in FY19-from 0.92%in
-FY18. ROTA ;;has jf-rnprbv.ed 10 1,53% in- E*_{-lé as agéinsr-p.?_é%.in Fjl;LSI,supported by improvemant in
NIM. During HIFY20. PAT stéiod at Rs.91 crbré 6n=a totak-income of Rs.729 crore, Durlng HIFY20,
operatmg expenses- (as a% of average total assets) ratw improved to 7: 21% as agaxnst 7.71%in.FY19
cand credst EOsts: (as a % -Gf average total assets) lmproved WL 55% ini; HlF‘IZO as against 1. 99% inEY15
and arded i improvmg ‘the proftabnsty mducators ROTA for H1FY20 stood, at2 36% {no.tax expenses

‘werg: mcurred)

Regmnal concentrutmn of -loan ponfoho con:lnuer -ESAF SFB's AUM contmues to0 - remain

: concentrated in Keraia at 53% as on Septemher 30; 2018. The top-two states constntutes 81% of the

overall: pcrtfoho as.on. March 31, 2819 (PY: 81%) owéver,.the bank has taken mmauves 1o reduce

: the concentratton of’ AUM in. Kera!a tof 5?% as on Match 31, 2019 from 5% A4 on March 31, 2019,
through estabhshment -of branches and expansron -of portiolio’ across newer 5tates The bank- has

" improvad. its presence’to 12istates as on March 31 2019 as against 10 states as on March 31, 2018
and further tg 17 states across'322 branches as pn-:Septemb__er 30, 2019.

Udeig Adégugtg
- As per. structural Tliquidity, statement of the bank 2s on December 31,: 2019, the bank does not have

negatme eumulative: mismatches. up to. 1 year. time. bucket. Also,~ the Liguidity. Ccverage Ratio- (LCR) :

stood comfcrtable .at 507. 02% as.an. September 30, 2019. . addition, :the’ bank had axcess. SLR_

mvestments of Rs.166 crorg: as on. September 30 2019 wh:ch remained faverable from the lxquxdlty

-perspective.

Ana?y_ﬁéal approach: Standalone

g Applicab!e Criteria...
,,Cratena Oft: asszgmng Gurlaok and Credxt watch 1o Credit Ratmgs

.52,&35 oin: September 30, 2019} 3 amst 3‘79% and 2 69% ag on: March 31,2018:itis




- Bank: CARE’s xtin ‘Métﬁbédib';:fdr Sa‘nkg:

e framewark. fovB sei m mstwments iT‘teri&Ter 1)

'Crxtema fat; Shcr&tem mszmments A

: Insurance:

. Fiantial Perforiance: -

Pohcv cm Withdrawal of ratings

Abnut the: Ccmpany
ESAF: Smaﬂ Emance Bank Linited (ESAF SFB) ls a Kera}a based Small: Fmance Bank. {SFBY which has

:cmmenced its-banking operations on Marr.h 10 2017 Jhe. bank was promoted by Mr. K. Paul

Thomas thch is.2,part: of Kerala based. ESAF nroup operatmg in chroﬁnance space feorh. 1995:and

_set up | F.SAF Microﬁnance & mvestments Pvt. Lirhited . {EMEIL)- i, 2007 EMFIL subseqnently got SEB

license and started its bankmg operations from March 2017 onwards. ESAF SFBiis currenﬂy focusad in
-retail bankmg business thh presence’ m micro-ﬁnénce, hoising ﬁnance, busmess loans,.loan against
propertv (LAP) go!d lodns and:providing ﬁnancmg ‘solutions for margmal customers who lack access
to the formal banking .and financing channels whxle provndmg a comprehenswe bankmg and dxgxtat
platform for all

The bank recerved 5cheduled status fram RBI on December 2? 2018 As. 0. December 31, 2019 ESAS

. Fmanccal Holdfngs anateumlted heid 65. 63% of the sharehoidmg in ESAF st while: Mr: Paul Thomas-
fiolding - 7 29% ESAE: Swasraya Mutl state . Agro CO— operatlve Santy Ltd 4.99%. PNB Metiife Jndia -

99% uthoot - Fmance ted 43&6 Bajaj -Allianz Life. tnsurance Company 4,08%, P

~

{Rs. crore)

"ESAFSFBY  [ESAFSFB-  ESAFSFB

.fg'mepér;'qgr ended fus at Mardii 31, ' 2017 2018 2019

:,TataanoA Ae-

(2 Ay TimA)  (12m,A)

Workmg Results L . :
interest Income ' c 445 . -587 1,032

Non Interest income aR 39~ 102, 109
’ : 484 T 699 3:,'141

4195 315 . 458

-~ 474 - 104 453

; Prowsaons (exct tax) 25 36 102

CPAT 55 27 90
-'Fin'anéiai Pég‘s(iifibn

Deposits:. . 409 2,523 .4;317

--'Tanglble Networth . : 305 333 888

1,483 3,155 4,548

2327 4,131 5,060

*1579 “732 1531

3,183 "4,714 7,052

R AL




. rc{ltablhtg

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

. Interest Expenses/ Avg interest Bearmg L\abslmes_. 9&5{1 9.45 +8.97
. mterestSpread 8.:87 9313 10.56
Net lnterest Margin- {NIM) 1012 7;32' _9,75
 Operational Expenses / Avg Total Assets 7.08. 7.90. 771
_Retuin on total assets 222 0.70 ‘153
Réturn on.networth 16.89 8.45 14,78
-Solvency. ' _ N
i 776, . ‘1267 681
.16.27 16:87 - 27.59
o ] degi ( 13:39 . 12.36 2330
'Credrtfbeposst ratio: 362.23 125.05 - 105.36
Asset. Quahtg" . .
Gross NPA t0 Gross Advances (%) 0.53. 379 . 161
net. NPA to Net‘Advances (%)- D24 2.69 Q.77
Net:NPA to Tangtble Netwaorth (%) “ ... 088 2543 3.95

: expemse backed by the methodolagles congruent wx

Al A(Idlted >The! fificinéiols. of. SFH and MEFis consohdated

Status of non-¢ooperation with; pravious CRA: Nét'A‘pp!ipabié

. Any other information: Not Applicable

Rating Histo ry for last three years: Please réfer Ari;:je_xure—!

‘Note & complexity levélsof the-rated inétrisment: CARE hos clossified. instruments Fated by it.on the basis of
- comglexity; This cldssification is ovatlable-at Www.coresatings.com: investors/murket intermediariés/regulators or

-githers,are weltome towrite t cora@coreratings.com jor.any-clarifications.

044-28501000

=:Emad g sudhakar@camratmgs com

Aboul CARE Ratings:

CARE Ratmas commenced operations in April 2993 and over two decades, it has estabiished itseff as-one-of the
léading credit rating agendiesIn.india. CARE is registered.with the Securities:and Exchange-Baard of lndia {SEBI)
4nd'slso:recoghized as an. External Credit Assessmant lnstitution {ECAL} by- the Reserye Bank-of india {RBl). CARE

: R9t&ngs_ is proud cf its ﬂghtful olate Ain the lndtan capital';narket built around mvestor-conﬂdence -CARE- Ratmgs

lps” the. corporates Aoy raise camtal {or’ their varlous

- requiemeritsiand assists the inviestors to form an infofmed investment decisibr- based on the credit risk and

their own risk-return- expecmxons our- ranng ang. . grading setvice offeringsieverage-our domain and analytical
e internationat hest practlces

Dlsdaxmer

] CARE’S fatings are-Gpinions on the. hkehhood of timely payment of the obhga‘nons
i under. the rated:
{ disbarse or: recail: the concerned ‘bank facmtzes or to. buy, seli or-hold any security.

trument and are’ gt recommendat:ons to sanction, renew,

CARE’S _ratmgs do-not- convey sultabdity or.price for the mvestor _CARE's ratings do

: not constitute an-audit 0 the. rated entify. CARE has baged its ratmgs/uutlooks on

obtained frofi:sources believed. by itto be accurate and reliable. CARE

does not however. guarantee the. accuracy, adequacy orf completeness ‘of any

.6
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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 T. 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:

Unsecured BWR A BWR A
NCD 50 S0 Long Term (Stable) (Stable)
BWR A "Withdrawn
1 - L T
Fund based 342.11 ong Term (Stable)
Total 392.11 50 INR Fifty Crores Only

*Please refer to BWR website pavw hrickw
** Details of NCD is provided in Annexure-1

RATING ACTION / OUTLOOK

£ for definition of the ratings

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 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.

www.brickworkratings.com : Page1ofs




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-o-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 Adeqgnate 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 TImproved 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.

- www. brickworkratings.com . Page 2 of 6
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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-thelcr loans, Gold loans and
Agri - MSME loans to address the issue. Going forward, the company’s ability to build a
non-MF] 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. Its 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 Rsin Crs 4317 6,471
Advances Rs in 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

Typé Amount
(Long Rating 13 Feb 2019 27 Mar 2018 3 Oct 2017
Term/Short (Rs in Crs)
Term)
i Fund Based ) . BWR A BWR A- BWR A~
. Term Loans Long Term 34211 Withdrawn | ciobie) (Stable) (Stable) |
2 Unsecured BWRA BWR A BWR A- NA
Long Term 50
NCD (Stable) (Stable) (Stable)

COMPLEXITY LEVELS OF THE INSTRUMENTS: Simple

For more information, visit www.brickworkratings.com/download/Complexityl evels.pdf

Hyperlink/Reference to applicable Criteria

o General Criteria
e Banks and Financial Institutions

Analytieal Contacts Investor Contacts

Vydianathan Ramaswamy

Head - Financial Sector Ratings
B 01 22 2831 1426, +91 22 2831 1439 Liena Thakur
rajat.b@brickworkratings.com
Assistant Vice President - Corporate Cormmunications

Sree Harsha an )
Manager - Ratings .. +91 84339 94686
B +91 80 4040 9940

Ext:361
sreeharshafbrickworkratings.com

liena.t/@brickworkratings.com

1-86(-425-2742
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ESAF Small Finance Bank Ltd
ANNEXURE X
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 Barnk, 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 completeness 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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