LLIESAF
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Date: 29" May, 2020

The Department of Corporate Services
BSE Limited

Phiroze Jeejeebhoy Towers,

Dalai Street, Mumbai — 400001

Dear Sir,

Sub:- Submission of Financial Results for the Financial Year ended 31t March, 2020
with report of Auditors (Regulation 52 (1) of SEBI (LODR) Regulations, 2015) and
Compliance to Regulation 52(4) and 52(5) of SEBI (LODR) Regulations, 2015.

We are enclosing herewith the Audited financial results for the year ended 31 March, 2020
along with the report of the auditors and Compliances prescribed in Regulation 52(4) and 52(5)
of Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015.

Requesting you to take the same in your official records.

Thanking You,

Yours Faithfully,

TPt y Secretary
pership No: A 30388
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RBI License No.: MUM 124, CIN: U65990KL2016PLC045669

Registered & Corporate Office: ESAF Small Finance Bank Limited, Building No. VII/83/8, ESAF Bhavan,
Mannuthy, Thrissur - Palakkad National Highway, Thrissur - 680 651, Kerala.

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




CATALYST

Befieve in yourself.. Trust us!

No. CTL/DEB/20-21/Noting Certificate/292
May 29, 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, 2015]

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 March 31, 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.

For Catalyst Trusteeship Limited

For CATALYST TRUSTERSHIP LEAITED

HEE S
S—

D s

Authorised Sldnatory

Authorised Signatory

Encl: Results submitted by Company

CATALYST TRUSTEESHIP LIMITEI EOUMERL S04 TRUSTEESHIR LMITED) An 150:9001. Company
Mumbai Office Windsor, 8 Floor, Office No, 604, C.8.T. Road, Kating, Santacruz (East), Mumbai 400 098 Tel +91 {022) 4822 0555 Fax +81 {022) 4922 0505
Regd. Office GDA House, Plot No. 85, Bhusari Colony (Right), Paud Road. Pune 411 038 Tel 91 {520} 25280081 Fax +BT {D20} 28280278

frelhi Office  Office No. 810, 8th Floor, Kailash Building, 26, Kasturba Gandhi Marg, New Delhi - 110001 Tei 13 430 28101/02.

CIN Ho, U74993PHISHYPLCIIOZEZ Emalf di@ctirustoecon Wabsite www.catalystirustes.corny

Pune | Mumbal | Bengashwu | Dethi | Chennal
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S.R. Baripol & ASSOCIATES LLP 33 anei sovat s
Chertered Accountants ' s 400 028, Ingia

N Tel :+91 22 8813 8000

Independent Auditor’s Report on the Half Yearly and Year to‘Date Audited Financial Resultgsaf: _
the ESAF Small Finance Bank Limited Pursuant to the Regulation 52 of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015, as amended

Ts
The Board of Directors of
ESAF Small Finance Bank Limited

Opinion

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

In our opinion and to the best of our information and according to the explanations given 1o us, the
Statement: =

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

laid down in the applicable accounting standards as per the section 133 of the Companies
Act, 2013 (the “Act™ read with Companies (Accounts) Rules, 2014 as amended 1o the
extent applicable, the relevant provisions of the Banking Regulation Act, 1949, accounting
principles generally accepted in India and guidelines and directions issned by the Resorve
Bauk of India from time to time (the “RBI guidelines™) of the net profit and other financial
information of the Bank for the six months and year ended March 31, 2020,

Basis for Opinian

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under
spc’tion 143(10) of the Act. Our responsibilities under those Standards are finther deseribed in the
“Auditor’s Respousibilities for theé Audit of the Financial Results™ section of our report. We dre
independent of the Bank in accordance with the Code of Ethics issued by the Institute of Chartered
Accountants of India together with the ethical requirements that are relevant to our audit of the financial
statements under the provisions of the Act and the Rules thereunder, and we have fulfilled our other
cthical responsibilities in accordance with these requirements and the Code of Ethics. We believe that
the audit evidence obtained by us is sufficient and appropriate to provide a basts for our opinion.
Emphasis of Matter _ ,

We draw attention to Note 7 10 the Statement, which describes the extent to which COVID- 19 Pandemic
will impact the Bank’s operations and asset quality will depend on future developments, which are
highly uncertain. :

Our opin_ion is not modificd in rospoct of this matter, -
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SR BATLIBOI & ASSOCIATES LLP

Chartered Accountants
Management’s Responsibilities for the Financial Resulis

The Statement has been prepared on the basis of the annual financial statements. The Board of Directors
of the Bank are responsible for the preparation and presentation of the Statement that gives 4 true and
fair view of the net profit of the Bank and other financial information in accordance with the applicaple
accounting standards prescribed under Section 133 of the Act, the relevant provisions of the Bani{lgg
Regulation Act, 1949, the RBI Guidelines and other accounting principles generally accepted in India
and in compliance with Regulation 52 of the Listing Regulations. This respensibility also includes
maintenance of adequate accounting records in accordance with the provisions of the Act for
safeguarding of the assets of the Bank and for preveniing and detecting frauds and other irregularities;
selection and application of appropriate accounting pelicics; making judgments and estimates that are
reasonable and pirudent; and the design, impiemeniation 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 Statement that give a true and fair view and
are free fiom material misststement, whether due to fraud or enror.

In preparing the Statement, the Board of Directors are responsible for assessing the Bank’s ability 10

contimue 25 a going concern, disclosing, as applicable, matters related to going concem and using the

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

The Board of Directors are aiso respoasibie for overseeing the Bank’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Results

Qur objectives are 1o obtain reasonable assurance about whether the Statement as 2 whole is free from
material misstatement, whether due 1o frand or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not 2 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 considercd material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis ofthe Statement.

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 Statement, whether duc to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that 1s sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
materjal misstatement resulting from frand is higher than for one resulting from error, as frand
may involve collusion, forgery, inténtional omissions, misrepresentations. or the override of
imternal control. '

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

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

»  Conclude on the appropriateness of the Board of Dircotors’ use of the going concern basis of

accounting arid, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Bank’s ability to conunuc

as a going concern, If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial results or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the andit
. .
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SR BATLIBOI & ASSOCIATES LIP

Chartered Accountanis
evidence obtained up to the date of our auditor’s report. However, future gvenis or conditions

may cause the Bank 1o cease 1o continue as a going concern.

s Evaluate the overall preséatation, structure and content of the Siatement, including the
disclosures, and whethier the Statement represents the underlying transactions and events in 2
manner that achieves fair presentation.

We communicate with those charged with govemance regarding, among other matters, the planned
scope and timing of the andit 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 bave complied with relevant
cthical requirements regarding independence, and to communicate with them Al relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

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

For S.R. BATLIBOI & ASSOCTATES LLP
Chariered Accountants
ICAT Firm registration number: 101040W/E3006004

,Sﬁ}\’veﬁ»‘}'\ \m}fi "f}-“} .

per Sarvesh Warty
Pariner
Membership No.: 121411

UDIN: 26121411AAAACPS270

Place: Mumbai
Date: May 29, 2020
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Buiiﬁmg No N85S, BSAF Bhavan, Thrissur » Paiatkad National Highway,
: ﬁaﬂnﬁmy, ?&sﬂssur, Koyl - 880854
I £ LSS00ML2016PLOT45E6S

smtsment of Audited: financigt: resum faz the 8ix months aud Yeoar endaé 24 Mareh 2026

o &5, i Lakbs
Barvieutare i .:gzsg‘maaﬁxg s;:x Monihs ?ear ended Year onded
S L oitdedt - | ended 34 Mareh 2020 | 31 March 2019

3% March 2020 | 31 Sarch 2015 b -
1 Audited Audiied . 1 Autited Audiad
| (Refor Note 8 | (Rafor Roto 8} | :
R : _ )
tntevest Eamed TSI5T { 56,931 141,328 4,035,164
Oither tncone _ aae0!t | 4858 15310 10,918
1. EXPENDITURE _
werdst expended. 32635 24378 62,108 45528
ﬁpera’ﬁmg Expenses 31,934 28,312 50,068 45359
Promsxonszﬁé ucnﬁmgeﬂc:%‘ 73681 . 4474 13,431 15,
Totat A 1,358061 108051
,;ﬁz,mom . = ' 1 -
NeiPmﬁtforthe?’emdNezr(i 5 5,795 s6251 45,038 9,048
Analyticat Ratios _ - : )
{i Capitat Adequacy Ratio, 24,05%]. 2T EE% 26.03% 27.86%
(i) Eamings Per Share (EPS) (Faee vatue of Re. 10 each) « o -
~Basic {Refy - 556 1.74 . 448 2:37
- Diluted (Rs.) 229 174 4.45 2,27
NPA Ratio
3} Gross NPA . 16,088 7,401 16,086 7,461
. RetNPA 4217 - 351 437 3,521
9} % of Brose NPA 1.53% 1.61% 1.53% 1.69%
% GFNStNPA 6.64% " o77% 0.64% 0.77%
{0] Return on Assets * . 1.08%| 4% 2.26% 1.52%

| *SiMonths numbers.ate nof annualised




ERAF SMALL FINANCE BARK &é?&ﬁ&ﬁ?
ﬁmkﬁﬁg Mo VIHE3E, ESAF Bhavan, Thrissur - - fiaiakkad Kational Highway.
Hannuthy, Thessdr, Kaerata - 880651
CiN g 983999!(&20? EPLLH4BESS

: Notes o
' ‘i Sﬁfemt of ﬁsseis aa& s.&ammesas a& 5 ﬁﬁamis 2328 %s,ém.akﬁs
vt — . " As ot s st
et ﬁk{fs ' T : : | a4 Srareh 2026 | 31 Werch 2019
. Afdited . Audited
) LIABILITIES S .
(g:;:::f& ANDLIAD . 427801 42780
Reserves and $urpias ' ) - ) o 6,5,525' ' .48,539
'iﬁepag.*s ' oo : ' 702538 431,701
- IBowouings : . : ' 126,332 1,70.236
sions - S R - 14,535
: ?iht:sr . s ' L S T 765,861
ﬁSS!‘:“YS . . . : »
jCashang aasances ikl Resewe Bank of fneita i : : 39,47’-’7 v %&ez
. Baiamc& mth Baﬁk’s and maney atCatt and Short Nofice . - 59.392 :33‘{3%
ivestmants L : : . 173,363 153,075
Advances i C : : ’ o 854782 484,825
Fixed Assets , : : ; 12,044 8,954 |
Other Assets - ,' _ ; R aesspl 10801
Total - ) ' _ i ¥ 546,957 7,05,841
Contingent Lfabtktieﬁ ) . o i , o 1 N £ X 5,833
_tBeils forcouedron ' ‘ S ‘ - .

2 The statement ef audied f r:ar!sfai resuits for the six monihs aad year emsﬂd 31 March 2020 {"Staiemsn’z“ or" hrxars;ai resutfs") have
baen raviewed by the Audit Commiites and approved by: ihe Board of Diractorns of thel rospective meetings held 08 25 May 2028,

3. The sbole ﬁnarscrai results of thie Hank have beeh prépared in alf material sspects, In accordance with, the generally accapied
. zccounbng principlos in ndiz Cindian GAAP™, statutory requirements prescribed under the Hanking Regutation Acl; 1948, circulers and
guidelines issued by e Reserve Bank of india ('RB from Hime o time, Reggulation 82, of the Becurities and Exchange Board of India
jilisting Obrgaﬁoﬁs ang a%sczss&re Requirementy 2015 and Acocummg Standards as preseribed ander éeewﬁ 13361 the (:mga’zéeﬁ
Act, 2013,

4. There are no charigss. so the significant accounting policies a&oma& dusing the year e:tdecs a1 fv‘iarcfs 2920 a5 wmparesf ta those,
followed for the year ended 31 Mearch 2018, )

5, The Capiet edequacy ratic [CRARY has baen computed s per the Operating gmde!mes vide R f&oﬁfmaﬁm REH2016-17/81
JBERNBDING.26/18 13 21 812018-17 dated § Oclper 2016 (the Gpereimg guidelines'y prescrbed for Small Finance Bank .-

_¥The Baik has followed Basel it standaidiped 8prosdl for cradit Hek in accordancy with e operating guidetines issued by the RBI for

Small Finance Banks.  Eadher ng’ separats eapital charge for market dak and operationsi risk have besn wmpuzed in vimy of they
] exceptfaﬂ c&ntsmed it RBs ‘Notiication DER NBDHO 4502148, 132181201718 dated 8 Nnve-mher 2047,

8. The Baﬁk nas slected fo exercise the aption of fower tax rales, penvitied under Section 115 BAA of the Income Tax Act, 1961 a3
introdieed by the Taation Laws (Amendmanty Ordinance 2048, Accordingly . the Bank has tecogiised Provigion for Incoms Tax for thel
vear ended 31 harch 2020 and re-measured s deferred iax assets basis ihe rafes preseribed in the aforesald section and recognisad
the effect of cbangﬂ in e Profit and Loss Accoust. The re- messtrement bias resulfed in & write down of the net deferred lax asgels
pertairitg fo eatieryears by’ Rs, 79.76 Lafms which has been hilly charged o the Profl i ard Loss. Agcount during ihe six monihs ended
30 Sepramber 2019,

47. The outbreak of cov:o—xg Vigug, gec%ared 8% 2 globatl pandemic by ths Warld Health Organisation (WHO) has 3?Eecmd e world
jeconomy ineluding indis isading to 3 significant deciine and volaiilty in financial markets and dacline In economic zetivitias across the
fglsbe Varioas governiagits and central baske have introduced B variety of maseures o ‘contain the sprasd of the virys and i moderate
fehe-imipact oh economie activifies and disruitidns. On 24 Méreh 2020, the Govemmem of Indiz snnounced .a 21-day lock-down which]
was further exlended three times up'to May 31, 2020 across the countiy to contain the spread-of the virgs. The eitent to which the
COVID-18 pandémic will impoact the Badk's butingss prospects, asset quality, results 6f apera&mns and oilser fdare. deveispments, is
Highty uncertain, However, the Bank i3 waking all possible slops 1o take sare of the aciiviies and take prosciive steps iovefading the

{Gm:emmene of !rdxz measuree tasuengihen the rural. ecr.smmy mc!uchng amag the other things to rexiuse #he squm of the COVID-181
pahaeinc, .
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Building No.VI/E3E, ESAF Bhavan, Teissur - Palakkad National ﬂigﬁway
Manouthy, Thrissur, Kerals - §88661
SN 9658?9&23159&69&368&

in-accordance with the LR guidolines rafating to cGuh 15 a‘egaiafory package dated 27 March 2026, 17 April 2028 and 23 May 2020,
the Sark has geanted 2 moratorum of Si ohiths on the payment of Instalmenits and! o interest, as applicadle, falling duz belween 1
niarch 2020 to 31 Avgust 2006 1o aff shigible borrowers, £or all sitch 2cesunts wiere the Moratorium is granted, the asset clasgification
shall remain standstil during e moratorium period (Le. the' number of days past dus ehall exclude the oratorium péamt for the
purpose of asset clagsification under the insome recognition, asset classifieation and provisioning normsh. In fine with the RS guidelines,
fhe Bank tas made & provision 6f Rs. 440,78 Laktrs s o, 31 Mavch 2020 T respmt of standard accounts in overdue aategmy against
e potentiat impact of COVID-18.

& The figurss bf’ ths six montha ended 34 March 2020 and 31 March 2018 have béan des’xved 28 baiaacing figures between the amounts]
as per the annual audited sccdunts for ihe yesrs then anded, and the sudited faancial resufts for the six months ended 30 Septamber
2819 anid unaudited financial resutts for’ theé six months ended 30 Seﬁtemﬁer 2018 peing the ﬁaif yadr of e resysc:&ve financlal years,
which weare stbjest fo audati fimnifad revigw respectzve&y :

. Figures Tor the: previcus perisdivear have Gean cfass;fm&!{egmu;sed WHEIBVEF ﬁ%e&se:y; e cania,fm 5§ & clpfent pericd/ ysar

classification.
Kadambeli W

Place : Mannuthy ' o Managing Director & CEO
.{_}afg (29 May 2020 T T ) Lyind: 0105098
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ESAF SMALL FINANCE BANKR
Joy of Banking

Disclosures _made in compliance with the Requlation 52(4) of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015 for the period ended 31st

March, 2020.

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

B. Debt-Equity ratio: 1.13

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

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

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

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

200 Unsecured, Basel 10.50% 31.12.2019 31.12.2019
HI Compliant Tier Il
Bonds of Rs.10 Lakhs

200 Rated, Listed, 11.50% 31.12.2019 31.12.2019
Redeemable
Unsecured, Basel il
Compliant Tier Il Bonds
of Rs.10 Lakhs

400 Rated, Listed, . 11.50% 31.12.2019 31.12.2019
Redeemable,Unsecured
Basel {Il Compliant Tier
It Bonds

ESAF SMALL FINANCE BANK LIMITED
RBI License No.: MUM 124, CIN: U65990KL2016PLC045669
Registered & Corporate Office: ESAF Small Finance Bank Limited. Building No. VII/83/8, ESAF Bhavan,
Mannuthy, Thrissur - Palakkad National Highway, Thrissur - 680 651, Herala.

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



D. Next due date for the payment of 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;

Particulars Rate of Interest interest Due Principal Due
Date Date
250 Unsecured, Rated, 17.23% 22.12.2020 22.12.2020

Listed, Redeemable,
Non-Convertible
Debentures of Rs.10
l.akhs _

250 Unsecured, Rated, 16.83% 28.12.2020 28.12.2020
Listed, Redeemable,
Non-Convertible
Debentures of Rs.10
Lakhs

200 Unsecured, Basel 10.50% 30.06.2020 30.06.2020
It Compliant Tier Il ’
Bonds of Rs.10 Lakhs
200 Rated, Listed, 11.50% 30.06.2020 30.06.2020
Redeemable '
Unsecured, Basel Il
Compliant Tier |l Bonds
of Rs.10 Lakhs

400 Rated, Listed, 11.50% 30.06.2020 30.06.2020
Redeemable,Unsecured
Basel Il Compliant Tier
Il Bonds of Rs.10 Lakhs

E. Net-worth ~ Rs.1078.63 Cr.
F. Net Profit after Tax — Rs. 190.39 Cr.
G. EPS—-Rs. 4.45

Thanking you,
Yours Faithfully R

L Finance B, :
sl ang (;\ 7
; ared Office: 4 \%

Ranijit} .
gfmpany Secretary
Mem No : A 30388
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- Expenen:e of-promoter and managemant team. ESAF SFB was promoted by Mr. K PaulThomas, who is

. the-founder. of 1 SAF-”_‘oup and.hiolds. 7 3% stake in, ESAF SFB a5 on December 31 2019 He has over. 32

- years ofindustry experience, of wihich more than 22 years are in the! mncrof‘ nahce sector, He is supported

- by well’ quah -ted and experienced management team which has ru:h expenence in- the Banking. and

- ﬁnancxat sewxces sectqr:. The benk has. been augmentmg its semar mana ement team by récruiting
f 2019, the: banics - board

'r. As.on- December."_

nt directors who, have

o and ﬂnanmal SBIVices] mdustn}

Comjortable capftallsatmn levels. The: bank's c3

capltal mfus:on of Rs 464 crore thmugh prwate placement of- eqmty shares dur
59% and:23, 30%, resp_echvely- (QS:GQ%and 21.99% as
435 on March 31, 2018,

Match 31, 2019, fhe CAR and Tier | ratioxstood at
on Sepiternber 30; 2019) as against 16.92%-and

Improvéement livadvances, However share. of MFI.'féans continu’estb be"hlgh' ESAF SEB(s AUM improved

by 22%.duringF¥1Y and. stood: 4t Rs.5,060 -'e?or' on March: 31, 2019 (pv~Rs 4131 crore)-and. during

- HIFYZO, ,AU

proved by 10% snd-stoct at’ RS. 559 crore as-on September 30 2019. Post tranition to

.ra; ESAF SFB‘has introduced new products like: LAP {Loanagainst. Propertv).:.b.psx,ne:ss- ,Iu_a‘ns_.:cpr;gqrete

loans, gold- !aan, étc. Nevertheless, the mlcroflnance loau-bagk:staod. at 97% of:the AUM;a‘s on farch.31,

and sub debt stood at. 82%, 15% and 3% respectwely. The ttal depos:zs grew.,by 71% during E¥19'and
stood at Rsi4; 317 ‘croge” as on March 31, 2019 {PY Rs 2,523 crore). Durmg HlFYZO deposxts grew by 40%

9 Dug to s:gmfxcant gro th in depos;ts the CDTatio’
19(g8% sy ort Septemiber 30, 2019) 55 against 125

-and-stoot! at Rs 6.063 trore as'én September 30;

of. the bank tmproved 10:105: times-a5-0n, March 131
times: as on March 51,2018. ’

h. experience in.bapking,

lisatiar: prof ie 48 cquortable supported ‘by-the-
‘ep@empef 201B:As.on -
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' eposuts are’ alsa granular m nature 7 |th 899%.0f the total term deposxts betow the ticket
size of Rs. 1.0 crore ason March 31, 2019 (88% as on eptemher 30, 2019} as agaznst 56% as.on March.31,
2018. The bank's CASA (as % total depos;ts) has also: improved. to 14% in March 31, 2019{12%in

Septenibet 30,2019) from:10% iy March 3%, 2018;

,,Unpfoving asset quahty indicators -but: risks". assocmted with marg!nal :redxt prafi ie of borrowers

:_conunues The bam( improvéd its collecuons and recovery mechamsms and the. collection efficlency

_stood, at 90% for FY19:(PY: 96%}and. bas: rmproved to 97% for.H1FV20- though ‘the bapk was impatted by

Kérala- ﬂoods and conectmn efficiéncy desclmed to 75%  during August. 2018. Burmg FY19, the bank written
-off its: loans tc the éxtent of Rs. B9.4.crore and the, asset quahtymdxcaturs of the bank has improved with
) gross NPA and Net NBA stood atd sl%and 0 77% respectiveiy as on March 31 2019 {1. 75% and 0. 62% as
on- September 30, 2019) as.against 3.79% and: 2.59% as on.March:3%, 2018, i35 cntical for the.bank to

m,aintam:xts.,a,gsq;;qq_ahty ‘indicators. ot ;pr;_:gnt_leygls due to crgdlt-rysks assogcgted W\,‘d‘; -marginal -credit
‘profile of horrowers {share of microfinance’ lqan&s‘;{o&d af 96% of the -AUM as'dn -§fap:gemhe'r. 30, 2018)
who afe vulrierable'to sdverseecphiomic eycles. -

lmpravb:gwoftabdlty metnr.s. ESAF SFRIS' prof‘ tabﬂity impraved dunng FY19="PAT stood at: Rs.90 crere
‘on a totali mcome of Rsi1,141 crore in FYlQ as agamst PATat Rs.27 créire on a total

in FY18, Dunng FY18; thelyield on advances (as a"/a ofaverage interest eaming assets] |mproved t023.75%
{PY.23 15%} and ‘the'cost of. borrowmgs{as 3% of auerage interest bearmg hablhtles) dechned to.8,87% in

i FY19{?Y 0, 459’ }therebv improvenient in.NIM. at 975«6 in FY49 {PY:7. 32%} The operatmg £xpenses {asa %.

v 'of a\.erage tota¥ assets) have: slightly tmproved to 7. 1/a in FYi9 (PY: 7:90%). ‘Credlt costs {as-% average

-tota( assets) has inéreasedto 1.99% in FY19: froim: 92% in EYiB. RDTA has xmprmred 1o 1,53%inFPY19 a3

immoved i, 21%:as, against-7:7 A‘ t51 :mproved,to
1.55% in H1FY20 35-against 1,955 in FYi9 and alded in improving: the, proﬁtab;hty mdxcators. ROTA for
}HlFYZO stood at '2.26% {no 13X xpenses wére mcurred)

in.E¥ig and credit cosxs (as S % of a\i_'.age {ctal 288!

Key Ratmg Weaknesses

'Kerala at 53%. -as ¢ oh September 33 2019 The top two States r.onstttutes 81% of the averall portfolm as.on
‘March 31, 2019 {PY:81%): However; the bank has.ta: en; mmatwes to e

“e the concentratlon AUM in:

Kerala. decnned to 529 as on-Marth 31; 2019 from" 9% as oh March ‘3%, 2019 through estabhshment of

braniches and expans:on of portfolio-across- newer states ‘The bank-fias. lmpraved its. presence t0.12 Stétes
7

'mcnme of Rs.599 crore
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as on: March 31 2019 & agamst 10 states as “of March 31 2018 and further 10 .17 states. across 322

branches as on September 30, 2019

Liguidity: Adagudte
As per structural liguidity statement of. the bank as on: Détember 31, 2019 ‘the bank does not. have

negative cumulatwe m:smatches up tol vear tume bucket. Also, the Liquidlty Coverage Ratlo {LCR} stood
comfortabie at: 507 GZA ason September 30, 2019'.; h addition, they bank had excess SLR invéstments of

Rs.166 -crofe; ab on. Septemoer 30; :2019-whick remamed favourdble from the liquidity perspective.

- Analytical apprasich: Standalone

L Criteria: for Short tetm instruments
: olig,{ on Wltharawai of: raﬂng

~»'-About the Compamf

ESAE: Sma!l Finance Bank !.Imtted {ESAF: SFB) f5: 2: Kerala. b‘a‘sed'smal‘i:-lﬁiﬁéhce Ba

nk: {568).wiiich has

£. Paul Thomas

" commenced. ltS bankmg?opera' ons en March _10 017 The bank: was promoted by | N

which Is-a part of Kerala based’ ESAF group operatmg m Microfinance: space t'rom 1995 and set up ESAF

) Mlcroﬁnance & lnvestments Bivt. Limited: (EMF!L) ln 48 07 EMFIL: subsequently got $FB license -and started

its bankmg operatxons fom March 2017 onwards. ESAF SFBis.cutrertly: focused Hn reta:! bankmg business

with: presen.ce» in micro,-ﬁnance,,'}lousxqg fi nan.c_g,-\bus_mess loans, foan ag_a_xnst property (LAP), gold {oans.

and'-prbviding:ﬁnéncing'" solutions-far: marginal i‘uﬁfbmers “who-{ack: access ;toiifhe formal bankibg and
- financing channels whr!e prowdmg a comprehenslve__ : anking ahd digital platform for all;

The: bank recewed Scheduied status from RBI on :,fcember 27 2018.. As on Determber.31,. 2019 ESAF

Finanetal Holdmgs Privite’ Lifited hiefd 65, 63% of 8. shareholdlng in- ESAF SFB wmle e, Paul. thomas,

: _holdlng 728 ESAF Swasraya Mutx state Agro [:

lnsurance~4 9

As: ‘ofr September 30 2019, the bank has 332, branr.hes across 153, dxstnc;s n 17 -states of lndra with -

-depostts of Rs:6,063, crore and AUM of 85.5,559 crore




Interestcoverage (fifmes): . ' -4 1257, 150

Total Assets T Y ) O T 7082
NetNPA(%) T I i N G
worAme . . om  is
A Furdited - - . = .

. Status: of non-cooperatmn thh pre\uous CRA: Not Apphcable
: Any other mforrnauon. Not Applicable .

Rating’ Hnstary for last; three years. Pleaserefer Annexure—z
. Analyst Contact

. Mr P Sudhamr

About CARE Ratings:
- CARE Ratings wmmem:ed operaz\cns in: Aprll 1993 and over twa: decades it.hes es" ¥shed {tself-as one of the
: & Board: of India (SEB]} and
India (RBI) CARE Ratings.Is
6 CARE Ratings prowdes the
s requxrements and assists

] ‘amouni and wpe .of bk faml!t;es/mstruments CARE or Sts subsxdtarieslasscaa'ces rhav also, have otnet




) c'o'mﬁ;fé}'cia\'l

. ifigs-. n
1 far,ﬂity/instmment whxch may mvo!ve acceleratlon of payments in case of ratmg downgrades However, if

; the unsecured lnahs 'brough't in
by other relevant facto g

K ansactmns \mth the enuty m case af partnershlp/proprletary concerns, the rating loutlook

by ke partners/pmpnetor in addmon to the ﬂnancxal performance and
ARE JS not responsabie fi -any. errors and states that it has no financial. llablhty

- any such clauses are mtr,_oduced and if triggered, x:he ratings may see volatility and sharp do\_ﬂpgfa@S
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2. The'ratiém{a}e.fdiiﬁe-raﬁﬁ’g ié:at’c'a'c:'ﬁ:éd-a‘sgéﬁ'Ari,ne,it.ure 5

30 We request you:! to peruse the annexed documeats and of‘fer your. comments,
S if any: We afe domg this:as:a matter of courtesy ‘to-ouf ‘clients. and with a
- . view to-ensure that no' factual inaccuracies- have madvertently crépt in. Kindly:
revert as earty as possnble. in any case, "if.we. do wot hear from you by
.- - March. ;-2026 we will proceed ) the basas that you have no comments to
. offer

CIf you have any fiirther. clanfzcatxons, you are welcome to approach us:

Thankmg you,

Yours faithfufly,
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Ann Xure -xi

ﬁ' ; atmg Ratlonale
. ESAF Small Fmance Bank
Ratmgs .
Amgunt ol .
iy g ng Action
_Facrhtles (Rs. cFore) - _ Ratinng" 1 Rating
. : I S "GARE-A; Stable . |
Tier 11 Bond Issue ' 12500 - - | [single a; Qutlook: Reaffirmed
, - o Stable)
4C'e'rtiﬂcéte' o'fDé;Sbsi't's.. T o5 I CAREAL¥ - .
' 4 . 509.00 S (A One Plu’s) Rea_ffirmed_ -
- 1 withdrawn

The ratings: assrgned to the. debt_mstrumeﬁtsa. '\-iiﬁtate ‘5‘{‘ deposits of éS'AF"Smali*Fi'nance Bank

Ltd- (ESAF SEB} factors in comfgrtable capxtahsatxon profile and growth in uverall busmess of the bank
and'i lmprovmg proﬁtab;hty durmg FY19(refers to the period Apnl o1 @ March 31} and: HlFYZO(refers
to-the: perxcd April 01 1o Septerber 30)..The ratmgs tontinuge to factcr in expenence of the promoter
& management teanyin the lendmg bsiness; the group 5 significant expenence in microf inance loans
and comfortable liquidity position. The ratings. are, however, constrained by regxonany concentrated
naiure of- busmess, krmted dwersmcat:on in loan purtfoho which mamly consists. of micro finance
: toans.. o

The ratings assigned to the long:term bink faci,li:tiég:ijs, withdrawn wift_h.'imm'eéié.te effect,.as the bank

‘has fully repaid the'amount under thie said facility and therg is no-smount outstanding as on date.

advances book while mamtaming good asset quahtv ona sustamed basxs

. Nedgdtive Factors

. Weakemng of: ‘agset. quality on, sustam
. Weakemng of cap:tal adequac\/ with: CA

32 years. of mdustry eXpenence, of wh:ch more than 22 years are i the rmcroF nance sector He is '

‘Lompleze Jgfki iof oj tbe ratmg_s zzsszgncd ar @ avazlable -al wwiisegs era.fmg& com ‘and othier. CARE
pu‘:ffcanons




ticket:size: of Rs.1.0¢roreas o March 31, 2 19 {8 '
~March 31, 203 :
20190128 In Séiptembey 30, 2018) For:10% i Match 31, 2015

- suppotted bv Well quahﬁed and expenenced management Team whnch has. ﬂch expenence in the’

bankiog and financial services. ‘sector. The bank has heen augmentmg its seniot management tear by

‘recruiting professmnals from. the bankmg and f‘ nancual sector. As onDecember 31, 2019, the bank's.
-bioard” compnsed of eights D:rectors including ﬂve fhdependent directors. who have Fich experience-in

.banklng and financial services.industry.

Comfortable’capitalisation Jevels: The ;bénigfg'.'tagyalisa't'iog profile is comfortable-supported-by the
capital infusion of Rs:464 ¢rore through private bl;';c:e'ment of eguity. shares:during'se‘b‘tember-' 2018.
As an March 31, 2019;the CAR and Tier:! rat:o stood at 27.59% and 23:30% respectively. {25.68% and
21.99% as an Septambar 30, 2019) as againist 16. 92% and 12.40% ason March 31, 2018.

improvement in ddvances, however share of MFI loons. continues -to be fngh ESAF 5FB's AUM
improved by 22% durmg FY19 and stood: &t Rs. 5 060 crore.as-an- March 31, 2018 {PY:Rs.4,131 crore}

.and during-H1FY20, AUM improved by.:10% an_d _s;ood at Rs.5,559'crore as on Septémber 30, 2018.
_Post "trénsiticn' to- SFB;.ESAF :SFB: has. intrédz}cea-new products _like.LAP {Loan against Property),
: business - loaris;. corporate (oans, gold [oan, etc Neyertheless, .the:microfi inance loan book stdod at

" 97% of the AUM as o March:31,72019. (96% of thé: AUM ason September 30;: 2015) 35 against 98% of

- Significant - gmwth in:. Depos:ts with :mprovement in- granularity:. The Papk's total borrowing

increased to R$6,019 crore as on March 3%, 2319(85 7, 401 Grofe.as on Septefmber 30; 2019 )85
against Rs. 5; 240 cidre as on March 31, 2018, The bank’s’ harrowmg proﬁle sriajorty. comprised- of

: deposits, loaris from.athier institutions dhd sub- debts at 72%, 23%,; and 3% Fespectively.as on March

31, ZOJ.S(PY 60%, 24% 3nd 11%). Ason September a0, 2019. the:share{as-a.% of total borrowings) of
deposits, loans.from gther ;r_x_sutg_tnong;and- sub-deb_t:,stoqd at 82%,." 15% and 3%; (espeghye!y_. The total
deposits grew by 719 during FY16 and stood at Rs.4,317.¢rore as on Marcti 31, 2019-(PY: Rs.2,523

.créee). D'ur'ing‘-H-vazo. de‘posits;grew-by 40% and stood at'Rs; 6,063 crore as ant September 30, 2019.

Dug-40. s«gmf}cant growthin deposxts the.CD! rat:o of the bank smproved to-105 times. as on March 31,

,"019(89% as on September 30 2019) as agamst 125 times.as of March 31, 2018

The. bank's 1erm depos:ts are-also.granular i in namfe with 89% of the total. term-depbsits below:the

% as on: 5eptember 30 2019) as agslnst 56% as.on

The bankls EASA. (g5 %::t ta! deposits) Fas alse. improved. to 14%.in-March 31,

:lmpraumg asset quallty indicators but risks assacmted wzth margxnal cradit, pmﬂle of; borcowers

contmues. The bank ifaproved:its. co!!ect;ons and; srecovery, mechamsms and’ the coilechon gfficiency

stood at 90% for FYIS {PY: 86%)2rid-has improved'to 87% for- H1FY26:though the bank was impatted

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

~written .off it4, loans tothe extent of Re85.4 crore and theraster duality indicators ofthe. bank has

3




._cntmrfor the bank 1:e mamtam nts asset_qua ity i r_)du:atars ‘al current. 1evels due to cred|t risks:

-associated with margma[ eredit- profde of borrowers (share of micrafinance loans stood at 96% of the

AUM3s on Se_ptember 30, 2019} who arevuinera_bﬁe to adverse ecoriomic cycles.-

Improving, proj‘tabmty memcs, ESAF SFR's prof;tabzllty 1mproved durmn FY1S, PAT stood at Rs.90
crorg on s total mcome of Rs A, 141 crorg| in FYIS a5 against PAT at Bs.27 crore.on.a total income of
Hs.699. crore:in. FY18 ‘Duilng: FY19 the yield on advances {as a% of average imerest eamlng assets]

. »mproved to’23. 75%~{PY 23.15%} and the cost of borrowrngs(as a % of average mterest bearing
] habmt:es) declmed to 8. °7% in FY19(PY S 45 ) thereby smprovement 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
FY19 (PY: 7. 90&) credxt costs (as % average total assets) has mcreased 10 1.99% in FY19-from 0.82%n
-FY18. ROTA has .fmproved 16 1.53% in-£¥19 as agemst- p.?_e%. in F}_ljis.,supported by improvemant in
NIM. During HIFY20. PAT steiod &t Rs.91 cr‘ore' on:a-totak-income of Rs.72 crore. Dutlng HIFY20,
operatmg expenses- (as a% of average total assets} ratlo improved to 7: 21% as agamst 7.71%in.FY19
cand credst €osts: (as a % of avérage total assets) lmproved o L 55% fni: HlFYZO as against 1. 99% inEY319
and alded L} zmprovmg ‘the prof tability. mducators ROTA for H1FY20 stood at2 36% {no.tax expenses

‘were- mcurred)

‘Regidnal concentrutmn of joan portfoho conzinues~ -ESAF SFB's AUM contmues to- remain

: concentrated in Keraia at 53% as on Septemher 30 2018 The top:two states const:tutes 81% of the

overall- portfoho as.on. March 3%, 2019 (PY 81%)‘2 However,.the bank has taken niti twes to reduce
: the concentratzon of‘ AUM in. Kera!a 1o 57% as on Mafch 31, 2019 from 59% L1 on March 31, 2019,
through estahhshment -of brarches and expansnon of portfolio’ across newer states The bank-has
" improved. it presence’to 12:states as on March 31 2019 as agarnst 10 states as on March 31, 2018
and further to 17 states across'322 branches as pn.:Septeerr 30, 2010.

Liguidiry: Adéquate .
- As per steuctural liguidity, stafement of the bank as on December 31,-2019, the bank does not have

negative cuthulative: mismatches up to. 1 yeartime. bucket. Also,; the Liguidity. Cov'erage Ratio {LCR) -

stood tomfcrtable Bt 507. 02% as.an. September 30, 2019, M. adldition, - the’bank had axcess. SLR_

Rs.166 crore:as.on. September 30 2019 which remained favorable fromthe hqmdlty

:perspective.

r"«_nal'y_"‘.iéal appreach: $tandalone

- Applncab!e Criteria.. .
.,Cratena. ort essx' r_nn' Quzlaok;nd Cfedit watch to Credit Ratmgs




- Finantial Performancer -

Bank CARE’S Rating Methodoiow fot Banks

st framawerk fov Baset m mstwments {'ﬁer i3 & T'er 1)

'Critema fm‘ Short terin mszmments .
I ohgi an Wiihdrawal of fatings

Ahaut the Campany
ESAF: Small Emance Bank Linited (ESAF SFB) Is a Kerala based Small: Fmance Bank. {SFBY which has

commenced its- bankmg operatlons on March 10 2017 Jhe. bank was promcted by Mr. K. Paul

_set up F.SAF Microﬁnance & mvestments Pvt. Lzmued (EMF%L) ini, 2007 EMF!L subseqqenﬂy got 'SEB

ficense and started irs bankmg ‘operations from March 2017 onwards. ESAF SFE s curreptly-focused in

retall bankmg ‘business with presence’ in micro-ﬁnance, haousing ﬁnance, busmess loans,: foan agginst

property (LAP) go!d loans and; prowdmg ﬁnancmg sclutxons for margma! customers who lack access’

platform for all
The bank recewed 5cheduled status fram RBI on. December 2? 2018 :As. on December 31, 2019 ESAF

. Fmanccal Holdings anate Lirnited held 65.63% of?the sharehoidmg in ESAF SFS while M. Paul Thomas
ho!dmg 7 29% ESAE: Swasraya EMutl state Agro"Co;operative Socnety Ltd 4.99%‘ PNa MetiifeJndia -

élnsurance 499% Muthoot -Finance Ltd 438/6 Bajaj -Alfian Life tnsuram:e Compary 4,08%, P

VEntures 2 64/5, ICICI Lombard General insurance Compan‘f held 1. 46% and mdmdual mvestors hoid
i ~As on. September 30, 2019, the bank has- 332 branches across 153 d:stncts in 17 states
.,;q§ppsu;s_.gf Rs.E,Q§§ Ac.mre::a.nq ALM ;qf §s.5,559 crore.-

~

{Rs. crore) |

— 'ESAFSFBY  ESAFSFB ESAFSFE
.Fg}_fgtthéfiQd ended /os at March 31, 2017 2p18. 2019
g (Em ) . (dm A} {12m,2)

Workmg Results

Interest !ncome ' ol 445 . . 587 1,032

Non Interest income AP 39~ 102, 109-
:Tatatihéomie: | C 488" - g99 1,141
- Intefest Expenses L 4195 315 . 458

Operating E% R 74 304 453
* Provisions (xcl: tax) 25 36 102
CPAT 55 27 90
- Finanéial Position

Depositsi- | . 209 2,523 4317
- Tangnble Networth ' : 305 333 888

On book Mvances 1,483 3,455 4,548
TotalAdvanites (including 5tf-book) . 2,327 4,i3x 5,060

investinénts: - _ 579 "732 1,531

Total _}:\,f.;:s;—zts,= ‘ - 3,183 4,714 7,052
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. rc[:tablhtg N _
Interest Income/Avg Interest Earning. Assets ’ 1841 18.58 18.53

.Interest Expenses/ Avg Intarast Beaﬂng L\abslmes_. 9‘:5{1 945 +8.97

: mterest Spread 8.87 933 - 1056

et lnterest Margin: {NIM) 1012 7;32 - 9,75

) Operatlonal Expenses / Avg Total Assets 7£Q$._ 7.90 771

. Return on total assets 2.22 0.70 .' 153

-Retyen on networth 16.89 8.45 .14.78
-Solvenc ' 4 N

376, . 12867 681

.16.27 16:87 -.27.59

13:39 1236 2330

'Cred lt;’Depos:t ratio: 362.23 12505 . 105.36

Asset Quiility . .

Gross NPA t6 Gross Advances (%) 0.53. 379 - 161

Net. NPA to Net'Advances (%) D24 2.69 077

Net:NPA to Tangible:Networth (%) .. 499 2543 3.96

Al Audited:*The findnéiols. of SFE and MFFis cofisolidated

Status of non-cooperation with; ;‘iréyious"cai\: r‘\:lét'Abp!ipablé

. Any other information: Not Applitable

Rating'Histo!f{r-for last three years: Please refer Ahg:e_xure-Z'

“Note-bn compie’:ut}" Ievielsof the-rated instrument! CARE hus classff od instruments fated by It on the basis of

: camplexzty This cIassdzcat;an is guailable-at www, careratings.com: !nvestors/market intermediarigs/reguiators or -

1others 0{9 welcome to Wfl!'e <] COI'E@CRIE(GEMQS om fDI' aoy clunﬁcat/ons

Bot g, - 044-28501000

‘Ennails ps sudh;kar@careratmgs com

Aboul CARE Ratings:

‘CARE thiﬁgs commenced operations in Aprit 1993 and over two decades, it has estabiished itseff as-one-of the
leading credit rating agendiesin. India. CARE is registered.with the Securities:and Exchange Board of lndia (SEBI}
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ESAF Small Finance Bank Ltd-

RATING RATIONALE

18 Mar 2020

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 [hereafier referred to as ESAF
SFB or the “Bank”]

Particualars:

5

Unsecured s s Lone T. BWR A BWR A
NCD ong 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 wwwy hricks:
** Details of NCD is provided in Annexure-{

RATING ACTION / OUTLOOK

i 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 : Page 1 of 6
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KEY RATING DRIVERS

Credit Strengths:

e Stable business growth: ESFBL currently operates in 17 states with 454 branches and
208 ATMs and has plans to further expand the branches across India. For the nine months
ended December 31,2019 total business grew by ~59% year-on-year(y-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 Adeqguate 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.

o 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:

¢ Regional Concentration of eperations: 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-Wheeler loans, Gold loans and
Agri - MSME loans to address the issue. Going forward, the company’s ability to build a

non-MF]I portfolio will be a key rating sensitivity.
ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

BWR has considered the standalone financial profile of the bank and has applied i'ts 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 ~ |RsinCrs 2523 4317 6,471
Advances Rsin Crs 3155 4548 6,045
Total Business Rs in Crs - 5678 8865 12,516
CASA % 9.82 12.60 12.67
CRAR % 16.87 27.59 23.43
GNPA _ % 3.79 . 1.61 1.96
NNPA % 2.69 0.77 0.69
Networth Rs in 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 A Page 4 of 6




RATING HISTORY

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

COMPLEXITY LEVELS OF THE INSTRUMENTS: Simple

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

Hyperlink/Reference to applicable Criteria

o General Criteria
o Banks and Financial Institutions

Analytical Contacts Investor Contacts

Vydianathan Ramaswamy

Head - Financial Sector Ratings
B 4'01 22 2831 14—26. +91 22 2831 1439 Liena Thakur
rajat. bi@brickworkratings.com
Assistant Vice President - Corporate Communications

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

Ext :361
sreeharshafdibrickworkratings. com

tiena.t@brickworkratings.com

1-86(-425-2742
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ESAF Small Finance Bank Litd
ANNEXURE 1
INSTRUMENT (NCD/Bonds/CP) DETAILS

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

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

NCD

28 Dec 2015 25 16.83 28 Dec 2021 INE879Q08036

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

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