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Preamble:

The Reserve Bank of India (RBI) vide its Notification No. RBI/DOR/2021-22/89
DOR.FIN.REC.95/03.10.038/2021-22 dated 14 March 2022 and its Guidelines on Fair
Practices Code for NBFCs as amended from time to time (RBI Regulations) has
directed all REs to make available board approved pricing policy of microfinance
loans and approach for arriving at all-inclusive interest rate. In this regard, the RBI
Master Direction advised that Boards of applicable NBFCs to lay out appropriate
internal principles and procedures for determining interest rates and processing and
other charges for their microfinance loans. In compliance with these regulatory
requirements and the Fair Practices Code adopted by the Company, the Company has
adopted this Interest Rate Policy broadly outlining the Interest Rate Model for its
microfinance loans.

Applicability:

This policy shall be applicable on all Microfinance loans provided by Mitrata. This
policy shall applicable prospectively. All loan provided to under this policy shall have
fixed interest rate.

Transparency:

The interest rate determination process and interest rate shall be disclosed on the
Company’s website and shared with the customer in a transparent manner as per
direction of RBI.

POLICY COVERAGE
This policy covers the following: -

i) A well-documented interest rate model/ approach for arriving at the all-inclusive
interest rate;

(if) Delineation of the components of the interest rate such as cost of funds, risk
premium and margin, etc. in terms of the quantum of each component based on
objective parameters;

(iif) The range of spread of each component for a given category of borrowers; and
(iv) A ceiling on the interest rate and all other charges applicable to the microfinance
loans.
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1. Interest Rate model:
The interest rate for credit facilitates extended by Mitrata for microfinance loans is
driven by the below mentioned parameter:

II.

III.

IV.

Cost of fund
Operating cost

Loan loss provisioning
Margin

Costs of Funds - Cost of fund is the main component in deciding rate of
interest charge to customers. The company borrow funds from PSU Bank,
Private Banks, SFBs, NBFC, AIF and other internation lenders. The company
received fund on fixed and floating rates and with different tenures. In few
cases company has to keep Cash collaterals as well which impact cost of funds.
The company offer fixed rate to customers. The company has considered net
interest payment towards borrowings after reducing interest earned on
securities or free cash balance. Processing fee and other charges includes
documentation fees, arranger fees, rating fees, legal fees, due diligence fees etc.

Cost of operation - Cost of operation includes HR related cost, branch running
and maintenance and other administrative cost running the operation. The
cost of operation is usually high in initial growth phase and decrease with
growth of company.

Loan loss provisioning/Credit Cost - Mitrata has taken average of last 3 years
NPA (90+) as credit cost.

FY PAR>90
FY22 2.8%
FY23 2.9%
FY24 2.5%
Avg 2.7%

Margin - The interest rate charged to customer would include an expected
reasonable return of shareholders and risk involved in investment. We have
assumed 2% margin keeping in mind sustainability of operation and future
capital raise.
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Interest Rate model for Benchmark Rate

Calculation of Pricing for credit
Cost of Funds (in %)
A | Net Interest Cost of Borrowing of Terms Loans 18.64
Net Interest cost of Borrowing Working capitals and Commercial Papers 0.05
B | Net Interest cost of amount raised by Bonds & Debentures 1.72
C | Net Interest cost of any external borrowing like the ECB 0.56
D | Processing fee and other Charges 1.86
E | Interest Earned on the funds received -1.50
Cost of Funds = (A+B+C+D-E)/ Respective monthly average outstanding
F | borrowings minus security deposit for borrowings 14.47%
Operating Cost (in %)
H | Cost of Salary and payments 17.41
I | Administrative cost/Establishment cost 5.32
J | Operating cost = (H+I)/monthly average outstanding AUM 9.67%
Risk Cost (in %)
K | Based on Provisioning + write-off 2.70%
Net Margin (in %)
L | Margin as decided by the board 2.00%
Interest Rate = F+]J+K+L 28.84%
Cap on ROI 26.50%

The number used in table above are based on audited financial statements for
financial year 2023-2024.

Range for each cost components:

S.No. | Component Range

1. Cost of fund 12%-15%
2. Operating Cost 8%-10%
3. Credit Cost 1%-3%

4. Margin 19%-3%
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Pricing Component to Client:

Rate of Interest:
The interest rate charged to the customer would be as per the Benchmark rate

calculated in the table above.

There would be cap on interest rate charged by the company at 26.5%on reducing
basis. Minimum rate would be 24% and maximum rate would be 26.5%

Processing Fee:
Mitrata shall charge loan processing fee of upto 1.5% of loan amount for microfinance
loans plus applicable taxes.

Late/Delayed payment Charge:
Mitrata shall not charge fee for late or delayed payment.

Premium amount for insurance:

Mitrata shall charge only actual premium from client for insurance. Premium rate shall
be defined by Insurance Partner as per IRDA regulations.

Government/Statutory fee:
Mitrata shall charge actual government tax as applicable from time to time.

Pre-payment:
Mitrata shall not charge any pre-payment penalty to customer.

Authority:

The Asset-Liability Committee (ALCO) shall be responsible for reviewing and
implementation of the pricing policy within approved framework. Changes in interest rates
would be decided at any periodicity, depending upon change in benchmark rate, market
volatility and competitor review. ALCO shall be authorised to change interest rate, fee and
charges within in ceiling defined in this policy. In case of any change in framework or change
in Interest rate and fee above defined Ceiling, ALCO shall put case to the Board for approval.

Communication and Disclosures:

The information regarding interest rates, fees and charges shall be available through the
website and at offices.

e The pricing shall be disclosed on loan card in standard manner.
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Any changes in the interest rate shall be communicated through SMS, E-mail,
letter (whichever available) and notified on the website and at offices in advance.
Any changes in interest rate and fee shall be applicable only prospectively.

It shall be made sure that all advertisements state the interest rates, and
associated charges/ fees visibly and clearly in vernacular language.

The pricing information would be made available to all regulators as applicable
from time to time.

Loan amount, Annualised Rate of Interest, fee and charges and Tenure of loan
shall be communicated to the borrower in the loan card.

Other points to note:

Interest rates offered would be fixed and on reducing basis.

The rate of interest for the same product and tenor availed during same period
by different customers need not be standardized. The final lending rate
applicable to each customer will be assessed based on various factors as detailed
in this Policy.

Annualised Rate of Interest to be charged to borrowers may be in the range as
mentioned on the website and as communicated to the borrower.

Any third party product charges as per actual.

Periodic Updation:
The interest rate policy shall be reviewed at an annual interval or earlier as and when
considered necessary.



