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Strengthen. Grow. Reimagine.

Vision

To be a trusted platform that enables the flow of finance from capital providers to users in a reliable and
responsible manner.

Mission

Catering to the diverse credit requirements of under-served households and businesses by providing
efficient and reliable access to debt finance.

Values

Resolute: We are unwavering in our commitments and stand by them.

Empathetic: We understand the needs of our stakeholders and are aligned with them.
Ethical: We adhere to a shared code of ethics and high standards of professional conduct.
Innovative: We push the frontiers of finance through knowledge and innovation.

Responsive: We are nimble and quick to adapt, learning and evolving as we go.



CEQ’s Message

FY 23 marked the first full year after the pandemic and is a historic year for us. The optimistic growth in
India during the year primarily stemmed from rebound in domestic consumption backed by exemplary
efforts of the government to ensure near-universal vaccination coverage lifting consumer sentiments.
Higher Capital Expenditure and recovery of contact-intensive services sector to pre-pandemic levels
helped generate employment and boost production activity across all sectors. Despite international and
domestic headwinds, the Indian economy recorded GDP growth of 7.2% in FY 23 with higher-than-
expected growth in agriculture and services sector in Q4FY23. Despite 250 bps increase in repo rates by
RBI, bank credit growth has witnessed a 15% growth in FY 23 backed by strong credit demand.

Northern Arc has over the years stayed true to its vision of enabling the flow of debt capital from
mainstream banks and capital markets to the under-served sections of society in a responsible, profitable
and scalable manner. Risk management has been the core to our business and over the years we have
developed, fine-tuned and implemented bespoke risk management systems anchored on the extensive
field coverage for each sector and business segment that we operate in. This enables us to effectively
build a diversified portfolio and manage general risks and risks that are specific to our organisation. Not
just this, we have additionally invested in a comprehensive Enterprise Risk Management system that has
been implemented in line with the extant regulatory requirements. Our risk management processes also
incorporate a framework for managing ESG risk, a key priority for organizations worldwide today. Building
high potential teams with sectoral expertise, strong and independent risk governance structure, well-
documented risk management practices and effective implementation of such practices and models built
and refined over a decade of, are the cornerstones of our risk management framework. This has helped
us in effectively building a high quality credit portfolio.

This is validated by the stellar financial performance of Northern Arc as summarised below. Despite the
macro-economic headwinds, we recorded business volumes of INR 27,482 crore in FY23 (up by 38% from
INR 19,871 crore in FY22).

— Our assets under management for Northern Arc Capital, stood at INR 9,078 Crore (up by 28 %
from 7,117 Crores in FY22). For NAIM (our subsidiary), the AUM stood at INR 2776 crore

— Asof FY23, we manage assets worth INR 11,854 crore

— Our PAT increased to INR 230 crore (INR 172 crore in FY22) due to improved yields and reduced
credit costs. This resulted in an improved return on equity of 12.6% and a return on assets of 2.8%
for FY23

— Healthy liquidity marked by high cash balances and unutilised bank limits to cushion our business
from unforeseen setbacks and enabling us to participate in opportunistic areas of deployment.

— Our gross borrowing grew to INR 6,608 crore in FY23, from INR 5,983 crore in FY22, and Cost of
Funds increased to 9.3% from 9.0%

Going forward



Given the nature of the business and the macro-environment, the company is extremely focused on all
aspects of risk management including credit and fraud risk, liquidity risk, operational risk, interest rate
and other market risks, to ensure stable and sustainable growth of the company.

With the investment climate witnessing a change, venture capital and other institutional equity available
to start-ups and other early stage corporates slowed during FY23. This caused the start-up ecosystem to
re-visit capital expenditure and other expansion plans. The Company is cognisant of risks emanating from
the indirect impact this may have on Northern Arc’s target segment of customers besides the direct
impact on the credit profile of corporates dependent on venture capital. The Company has been able to
adjust its underwriting approach and focus segments swiftly according to the evolving market situation.
We have repeatedly demonstrated remarkable resiliency and adaptability to come out stronger than ever
before reinforcing the trust of our investors and partners in our fundamentals.

As we look ahead to the future, we go back to a key pillar of our strategy — customer centricity. We have
built a culture of identifying areas of improvement and continue to push our boundaries. We have laid
the foundation of a reliable technology architecture to serve various customer segments with speed,
safety and precision. We endeavour to build a future-ready enterprise, offering convenient and cost-
effective solutions to customers and automate a large part of the prevailing business processes. Our
organizational structure, our investments in new capabilities and our data and digital initiatives have all
been strategically structured to propel our next phase of growth. By building scale and by systematically
expanding our capabilities, we are positioned favourably to play a larger part of the ecosystem we have
nourished over the last decade. | thank each one of you who has been a part of the Northern Arc family.
| am confident that we will grow stronger together as we welcome triumphant days ahead.



Markets Overview:

Global Markets:

FY23 commenced on a mixed note, marked by a transformative landscape after nearly two challenging
years of battling the COVID-19 pandemic. While the impact of the pandemic on lives and livelihoods
gradually receded, the global stage grappled with the harsh realities of mounting inflation, supply chain
disruptions originating from China, and the commencement of the Russia-Ukraine conflict, all contributing
to an ever-heightening interest rate environment.

Markets in India:

In FY23, the Indian economy emerged as the fastest-growing economy globally, boasting an impressive
growth rate of 7%. Against this backdrop, India's retail inflation indicator, the consumer price inflation
(CPI), soared, and crude oil prices continued their upward trajectory. In response to these challenges, the
Reserve Bank of India (RBI) followed the lead of other central banks by raising monetary policy rates and
reducing excess systemic liquidity, which, in turn, triggered a depreciation of the Indian rupee.

In light of global interest rate hikes exceeding 5%, compared to domestic hikes of approximately 2.5%,
global investors have displayed a preference for selectively pursuing investments in India over optimizing
investments in their home countries or other Southeast Asian nations. Given the healthy liquidity available
domestically, most originators continue to rely on domestic lenders rather than seeking credit from global
capital markets.



Business Update

Northern Arc is a leading player amongst India’s diversified NBFCs dedicated to empowering the lives of
underbanked individuals and businesses. Since its inception in 2009, we have enabled over INR 1.4
trillion cumulatively for our clients, positively impacting the lives of 66 million people, spread across 657
districts in 29 states and 7 Union Territories in India. As of FY23, we manage assets worth INR 11,854
crore.

We offer a holistic suite of credit solutions meticulously tailored to meet the distinctive needs of our
diverse clientele and provide them with cutting-edge technology platforms. Our primary focus is on
sectors with far-reaching impact, including MSME, MFI, Consumer Financing, Vehicle Financing,
Affordable Housing Financing, and Agricultural Supply Chain Finance. We serve our clients through a
three-pronged approach: Lending, Placements, and AlFs managed by our subsidiary, Northern Arc
Investment Managers.

Our data analytics and technology platforms include:

1. Nimbus: One of India's first curated debt platforms, has a vast network of 400+ investors and
270+ originator partners, enabling investors access to curated investment opportunities, a rich pool of
data, and Northern Arc's structuring expertise while ensuring issuer partners can raise debt finance swiftly
and conveniently.

2. nPOS: Our next-generation high-performance lending platform is exclusively tailored for the
retail segment that revolutionizes the lending/borrowing experience by digitizing the entire loan lifecycle
with integrations for the originator, investor, facilitator platforms, and the India Stack ecosystem for co-
lending arrangements. With superfast processing, the ability to handle very large pools, personalized
offerings, and an intuitive user interface it greatly simplifies the interactions between borrowers,
originators, and lenders (banks and financial institutions)

3. Nu Score: Our proprietary machine learning-based solution, targeted at lending Institutions, gives
them real-time data-backed input aiding in their underwriting and risk assessment. The platform enables
its clients to scale their business by optimizing risk, enhancing productivity, and reducing TAT in their
operations. Since its development, Nu Score has powered the origination of 15 lakh loans.

4. AltiFi: Our new-age wealth management platform offers HNIs, mass affluent, and retail investors
access to fixed-income instruments like bonds. It allows them to invest in high-quality, high-return
products, that were hitherto largely available to institutional investors only.

Northern Arc is backed by marquee equity investors like Sumitomo Mitsui Banking Corporation, LeapFrog,
IIFL, Accion, Augusta Investments (known as Affirma Capital), Dvara Trust and Eight Roads.



Our Offerings

1. Lending
2. Placements

3. Fund Management

Lending
Intermediate Lending:

As a diversified financial services platform, we cater to the credit requirements for NBFCs (including
NBFC-MFIs & HFCs) and fintech platforms reaching the underserved borrowers. NBFCs continue to form
a sizeable portion of the systemic credit owing to their innovative offerings with considerably lesser lead
time and last mile reach. Despite the headwinds over last years, NBFCs continue to remain resilient, as
can be envisaged with the strong growth pattern exhibited over the same years.

As of March 31, 2023, our Originator partners reported a cumulative AUM of ~INR 5.96 trillion. Our
partners had borrowers spread across 657 districts, in 36 states and UTs in India. Our exposure to these
Partners has risen to INR 5,497 crore.

We enable financing to underserved customers through our Originator Partners in multiple ways
depending on their specific needs — including lending to and investing in debt securities issued by the
partners for their on-lending activities. The products include Loans, NCDs, CPs, securitization and
assignment of receivables (sale of assets). In addition to these, we also provide partial guarantees for
borrowings of our Originator Partners and third-party credit enhancements for securitization of
receivables with other lenders. Through the expansion of our Markets franchise, we continue to deepen
access to reliable and efficient debt capital, onshore and offshore for our Originator Partners.

Further, given our expertise in structured finance and understanding of credit requirements of our
Originator Partners and Lenders, we have regularly come up with newer structures to enable financing
for our partners. Over the last few years, we have closed single and pooled loans, Bonds including credit
enhanced structures, Persistent Securitization structures, and single originator securitization transactions.
During the current fiscal, we were also successful in concluding variations of securitization transactions,
leading to cost optimization for the Originator Partner. This works to cement our value addition with the
Originator Partners making us the first port of call for their funding requirement.

From a risk management perspective, there was renewed focus on field coverage across our Originator
universe that has formed the bedrock of risk assessment and credit underwriting. The insights that we get
from our field coverage help us proactively identify and manage our exposures in minimising credit losses
across the portfolio; in addition, it also helps us identify potential business opportunities.

Partnership Based Lending

India has experienced a remarkable surge in retail lending, driven by the convergence of technology,
widespread adoption of smartphones, and the utilization of data analytics. The ubiquity of smartphones



has democratized access to financial services. Fintech companies have harnessed this connectivity to
extend credit to previously underserved populations, offering a diverse range of retail loan products
through partnership-based lending.

At the crossroads of technology and finance, Northern Arc embarked on its retail and partnership lending
journey in FY16. We were pioneers in deploying cutting-edge technology and data analytics in the lending
industry, proudly positioning ourselves among the first Non-Banking Financial Companies (NBFCs) to
embrace this revolutionary model. Our commitment extends to both Micro, Small, and Medium-sized
Enterprises (MSMEs) and individual customers, catering to their diverse needs. Within the realm of
partnership-based lending, we offer a comprehensive range of products, including secured and unsecured
loans, personal loans, vehicle finance, education loans, and Buy Now Pay Later (BNPL) products.

Our tech-forward nPOS platform facilitates seamless integration with originators through a series of
Application Programming Interfaces (APIs), enabling swift data flow and expediting credit decisions and
disbursements, often within seconds. While BNPL and personal financing address the immediate funding
requirements of consumers, we also finance the K12 education segment and skill development programs
through strategic partnerships, ensuring a frictionless borrowing experience for customers.

What sets us apart from other digital lenders is our seamless integration with retail lending partners and
originators. Technology seamlessly permeates critical business processes such as sourcing, underwriting,
disbursements, collections, and customer servicing. When a customer joins us, their data flows effortlessly
through our digital channels, powering automated credit decisions for smaller loans. Having disbursed
over 10 million loans through our platform, our distinctive strength lies in our analytical models,
increasingly bolstered by the magic of machine learning. These models continuously evolve and adapt as
we process more loans and accumulate more data, guaranteeing the precision of our underwriting.

In FY23, we navigated through significant regulatory interventions in the digital lending space that
prompted a comprehensive remapping and reimagining of the digital lending landscape. The Reserve Bank
of India's (RBI) Digital Lending Guidelines guided us in realigning certain processes while upholding
responsible lending standards, safeguarding customer interests, and preserving the integrity of the
financial ecosystem. Northern Arc diligently implemented these guidelines across our digital lending
partnerships, carving out a legacy of trust. This trust resonates not only with discerning retail borrowers
but also garners the approval of vigilant regulatory overseers.

We made significant strides in building effective risk management systems to manage our rapidly growing
retail lending portfolio. We launched Nu Score — our proprietary machine learning based solution
developed by meticulously harnessing the customer data specific to the originator for precise credit
underwriting and risk assessment. Nu Score incorporates organization-specific data points and metrics,
ensuring a deeper understanding of the originator's customer base.

We continue to develop credit underwriting and risk management models to help us effectively manage
our retail lending portfolio better.

Our Risk models and the risk management approach for partnership-based lending allows us to effectively
mitigate credit risks through appropriately pricing risks and other structured partnership approaches
including FLDG from loan service providers. The quality of the partnership based lending portfolio
remained robust in FY23.



Recognising the evolving operating environment and the change in the Company’s lending portfolio
towards a higher share of retail loans, we further strengthened our collection and recovery function. A
dedicated calling centre was set up in Thane designed to meet the requirements at least over the next 2
years.

JLG and individual loans through BC (Pragati):

Pragati Finserv Private Limited was incorporated in FY 21 with the aim of offering small ticket loans
through an efficient, agile and scalable digital platform to under-served rural and semi-urban areas of the
country.

Pragati serves the diverse needs of customers belonging to low-income households of rural and semi-
urban areas. It aims to become a one stop lending shop for its borrowers covering small ticket personal
and business loans, two-wheeler loans, business LAP loans, home improvement loans, commercial vehicle
loans etc. Pragati aspires to have a national footprint and deliver its product nationally and be a dominant
player in its area of operation.

The current product offering of Pragati is Krushi JLG loan for rural women customers with a ticket size of
30k to 75k. JLG graduate loan (Shakti) of Ticket Size - 75k to 125K) with various end uses like 2,3-wheelers,
Commercial vehicles, Home Improvement & WASH, Agri, Education and Dairy is expected to be launched
shortly. A product for Small Ticket Business Loans (Vyapar) with a Ticket Size 125k — 500k is being
developed, which will be launched.

The total portfolio of Pragati as of 31st March 2023 is INR 792 Cr with 2.60 Lakh active customers.

During FY23, Pragati has disbursed loans to 1.68 Lakh customers with a value of 749 Cr . The average ticket
size of disbursements is Rs.44,500. The total PAR on the 749 Cr of BC portfolio is only 0.44 Cr which
accounts to 0.06%.

The total number of branches towards the end of Year was 186 with 53 New green field expansion
branches in Karnataka. With the expansion, the branch and portfolio concentration in TN have been
reduced to 60% and 78% respectively. The expansion plan for the coming years will help in bringing the
portfolio concentration in TN would be further brought down.

“Aryabhatta”, the fully digital Loan origination system helps improves the sourcing productivity through
smooth onboarding of clients. The application has front-end process built-in which helps in minimising
the sourcing risks. Our In-House application “Dhruva”, developed for Quality control and reports, has
quality control workflow set-up with online KYC authentication, credit underwriting using data analytics,
rule engine and credit engine as per the RBI regulations. “Takshila” our HRMS platform has been
introduced for lifecycle management of employees limiting paper usage. The technology would enable
Pragati to provide best in class Customer services, right-sized loans and quick turnaround time.

MSME:

The Mid-Market Corporate Lending vertical was started six years ago with a mission to enable finance to
underbanked corporates and to expand our coverage beyond financial institutions. Through this business,
we serve consumer focused sectors such as Education, Food & Agri, Healthcare, FMCG, Logistics, Clean



Energy and Electric Vehicles. Many of these sectors are aligned with target areas of investment under the
UN SDGs. We have backed high growth businesses with strong promoters, sound corporate governance
and strong process controls. This has been ably supported by our robust underwriting framework and risk
monitoring practices. Our underwriting approach has been cashflow-based wherein we have been able to
tailor our debt offering through innovative products such that debt repayments can match the cashflows
from the business. Our offerings include financing working capital, capital expenditure, acquisition
financing & other growth-related investments that our partners are looking to invest in.

In FY 23, we launched the Emerging Corporate Bond Fund, the 10th fund managed by Northern Arc
Investments, which focusses on serving credit requirements of emerging corporates thus extending our
experience of underwriting non-financial institutions corporates to our investors in the fund. This
addition significantly improves our product offering to Corporates spanning from Supply Chain finance
to growth funding from Northern Arc Capital’s balance sheet to serving higher credit requirements of
the borrower through our Markets and Fund platforms.

Despite the “funding winter”, Our portfolio companies remain resilient and our portfolio quality remains
strong. We continuously monitor and tweak our underwriting approach, to structure debt products that
are adequately tailored to suit the cashflows of borrowers.

Supply Chain Finance

In an evolving economic landscape, supply chain remains the backbone of businesses across industries
and credit solutions becomes integral to keep the ecosystem intact . Efficiently managing this intricate
network requires a dynamic approach, one that extends beyond traditional financing solutions. Keeping
this in mind, Northern Arc launched the Supply Chain Finance (SCF) business and the business has picked
up momentum in the current fiscal.

The tech stack is ready and we have built an integrated digital journey from onboarding, underwriting,
documentation to transaction processing. The Loan Management System (LMS) is robust enough to
manage high volumes, do real time disbursements & settlements through a straight through transaction
processing capabilities integrated with the bank. Further, we offer online access to all clients (Anchors &
Spokes) via Client Portal curated for the SCF business. Clients can do bulk upload of invoices and post
validations the disbursements happen on a real time basis. This facilitates same-day approval and
transfer of funds. Similarly, through unique identifiers, the settlements are posted against respective
borrowers.

In FY23, the SCF business started around Q3 and within a short span, we sanctioned limits of more than
INR 100 crs across the various invoice financing propositions and well diversified sectoral mix covering
Electronics, Agri, Logistics, Manufacturing, Metals, Chemicals, etc. We had Nil delinquencies of overdue
and this is a testimony of our robust risk management framework. The business is end-use monitored
with an underlying trade (invoice) at each leg of financing. The short tenor revolving facilities help churn
the limits in a timely manner and helps in identifying red flags, if any, in a timely manner.

Portfolio Highlights

e Min Invoice Value — INR 59
e Max Invoice Value—INR 4 cr
e No of Invoices Finances — INR 1372



e  Gross Disbursements —~INR 92 crs
e Closing AUM —~INR 55 crs

e Avg Value of Invoice — ~INR 6.7 lacs
e Linked Buyers / Sellers — 77

In the fiscal, the SCF business team expanded across Mumbai, Bengaluru, Gurgaon & Chennai. We have
a dedicated Operations team centrally based out of our Chennai office and Risk Teams across the
locations. We believe in client centric approach and the endeavour would be to expand beyond these 4
locations to be as closer to our clients as possible to ensure long-lasting relationships built on trust and
mutual growth.

As we reflect on our journey over the past year, we are proud of the milestones we have achieved and
the value we have added to our clients' supply chains. We have a clear roadmap for enhancing the
digital journeys and customer experience and various integrations, developments have started. We
expect to launch a further simplified & interactive digital / web journey in the next fiscal. As the portfolio
stabilizes, we plan to add new products in the kitty which are natural extensions to the invoice financing
/ underwriting propositions. The focus is to build a granular portfolio around long tail / deep tier players
in an ecosystem.

The risk management framework for the supply chain finance business is customized for each product
viz., anchor-based and spoke-based. In addition to managing credit risk, our robust systems and processes
are designed to effectively mitigate fraud risk and other operational risks. As on March 31, 2023, there
were no overdues in the supply chain finance portfolio.

Loans Against Property

Northern Arc Capital understands the ever-evolving demands of the market and the aspirations of Micro,
Small, and Medium Enterprises (MSMEs). Since April ‘22, we have embarked on a transformative journey,
extending secured business loans (Loan Against Property) directly to retail MSME businesses through our
own retail branches. This strategic shift has enabled us to establish a more direct and individual
relationship with MSME borrowers. As of March 2023, Northern ARC Capital operates a network of 23
branches across 6 states, managing a combined asset under management (AUM) portfolio valued at Rs.
120 crores.

All our branches are technology driven and embrace a frugal approach. In the realm of our digital
processes, we boast a fully functional LOS (Loan Origination System) with comprehensive capabilities,
ranging from customer onboarding to online document execution. In addition to our LOS, we have
developed a user-friendly application for customer self-onboarding. Our loan bookings, disbursement
processes, and repayment tracking are seamlessly managed through our Loan Management System. We
have been able to maintain a 100% repayment efficiency underscores the robustness of our systems and
processes. In the upcoming fiscal year, FY 23-24, we are poised to expand our branch network to 50
locations. Each branch rollout will be meticulously calibrated based on market size, location, anticipated
market share, and growth potential.

Key Portfolio Highlights for FY 22-23 include:
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eAssets under management (AUM) amounting to Rs. 120 crores as of March '23, with a total disbursement
of Rs. 143 crores.

*Monthly disbursal momentum reached its peak at Rs. 31.58 crores in March '23.

*Qur portfolio is characterized by high quality and granularity, with a current average loan ticket size of
Rs. 12.6 lakhs.

*Notably, every single one of our loans has women either as borrowers or co-borrowers. ~24% of loans
have women as main borrowers

¢ A significant 99% of our portfolio is allocated to the Priority Sector.

In FY22-23, we have laid a robust foundation for constructing a high-quality portfolio and positioning
ourselves for aggressive growth in the forthcoming years. In the next fiscal year, we have strategic plans
to diversify our product offerings tailored to the specific needs of MSME borrowers. We will strive to offer
excellent customer experience with a focus on significantly reducing turnaround times. We have made
substantial investments in developing proprietary scorecard models for automated credit decisioning,
integrating Al/ML capabilities into our lending module to enhance risk assessment. Our unwavering
commitment is to become a dominant market player in our segment within the locations where we
operate, underpinned by our clear vision, expertise, and technological prowess.

With our decade long business/ credit experience, and our MSME programs, will leverage our existing
robust credit talent and network. We have also partnered with strategic players in contiguous geo-regions
of operation, to increase our reach. Our portfolio quality remains excellent with no overdues as on March
31, 2023.

The MSME products are offered through a Phygital (Physical + Digital) model: distribution based on a few
strategically located owned business locations with the support of a capable digital infrastructure. The
physical process of security creation is to be aptly supported by a paperless approval workflow, an
intelligent credit scoring mechanism and analytics based on the prospect’s offline and online behaviour
patterns. Our digital assisted process flow, with stage-wise updates to customer, will also help shore up
customer stickiness during the onboarding process.
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Placements

In FY23, we recorded our highest placement volumes in a financial year. Despite the backdrop of
escalating interest rates and economic uncertainties we witnessed strong investor interest in a diverse
range of debt products. We secured debt funding for both financial services institutions and corporates.

During this period, we onboarded 23 new investors, across NBFCs, private wealth firms, mutual funds,
AlFs, DFls, and global investors. Notably, we successfully placed our transactions with 94 investors with
75% of these being returning partners, affirming their trust and confidence in our ability to structure,
arrange, facilitate, and selectively co-invest in transactions.

In addition to successfully onboarding new investors, we achieved horizontal diversification across our
existing investor universe. This involved tailoring bespoke products that align with market dynamics and
investor preferences. Our holistic engagement with investors extended to supporting their portfolio
monitoring efforts by providing insights at both the field and data level.

One of the pivotal lessons drawn from the pandemic's crucible was the imperative of embracing
technology. To keep pace with the dynamic transformation in technology, we encouraged our investor
partners to leverage our proprietary debt platform, 'Nimbus.' The Nimbus ecosystem offers a seamless
end-to-end evaluation of potential opportunities, supports efficient disbursement processes, and
provides in-depth post-disbursement monitoring capabilities. .As of FY23, all transactions were executed
through Nimbus, earning investor acceptance for its functionalities in facilitating investments and
portfolio monitoring.

In FY23, our commitment to being the preferred partner of choice for investors was strengthened through
continuous engagement and the delivery of best-in-class services. Our efforts to innovate allowed us to
introduce nuanced structured products that resonated with investor and originator preferences,
solidifying our position as the preferred arranger of choice. A few notable deals closed during FY23 include

- India's first multi-anchor trade securitization, recognized with the 'Deal of the Year 2023’ award
by Indian Securitization Foundation.

- The conclusion of the first-ever personal loan Direct Assignment (DA) undertaken by an Indian
public sector bank in collaboration with an NBFC.

- The deployment of a substantial portion of the India portfolio for an investor partner under their
flagship bond series '"Women Livelihood Bond,' distinguished as the world's first orange bond and listed
on the Singapore Exchange.

- Pioneering entry into the BBB space for the domestic capital markets business through the
successful placement for a fintech entity.

Through the year, we engaged with our investor partners by sharing insights on our sectors through
focused meetings, webinars, e-mailers, and group sessions. These insights, gained through regular field-
level and financial updates on the originators and the sectors, are used by investors to review their
underwriting frameworks.
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Structuring New Products

Our Company continued to leverage its deep domain expertise in the area of Structured Finance to
capitalise on the economic recovery post Covid that necessitated higher credit requirements from its
originator partners aided by renewed investor confidence with improvement in asset quality across
entities and sectors that Northern Arc works in. The share of its core Originator partners accessing funds
via securitisation in the overall securitisation market issuance almost doubled to 26% in FY2023 compared
to the previous year.

Embedded in our product designing capability is an understanding of the diverse credit requirements of
our retail borrowers, Originator Partners, and mid-market companies, the sectors that they operate in, as
also the risk and return expectations of our Investor Partners. Our knowledge in product designing and
customization is further strengthened by Nimbus, which makes use of technology and our Company’s
large data lake to offer curated opportunities to both Originator Partners and Investor Partners and
allowed our company to manage a more than 2.5 times increase in Securitisation volumes that it
facilitated over the previous fiscal with ease reinforcing the importance of technology in a satisfactory
customer journey for its originator and investor partners.

For our Originator Partners, we offer a wide variety of debt and credit-enhanced debt products aimed at
access to efficient cost of funds. These include term and working capital loans, commercial paper, External
Commercial Borrowings (“ECBs”), sub-debt products, guarantee-backed lending, SPiCE loans and SPiCE
BOND® (together, “SPiCE”), pooled loan and bond issuance programmes that are suited to their specific
lifecycles, credit ratings, and their requirements on size, tenor, pricing, etc. We also offer portfolio
financing products such as rated securitization and direct assignment that help our clients avail liquidity
through the sale of assets. Our Company has enabled small and medium Originator Partners access
securitization markets where large NBFCs are active participants.

The overall securitization and direct assignment volumes in the market stood at Rs. 1.75 trillion for Fiscal
2023, recovering from covid impacted FY2023 to register a growth of 40% year-on-year. Our Company has
enabled Structured Finance volumes of Rs. 101billion through securitization, direct assignment and other
Structured Finance Products. In the process, the company facilitated funding for 59 entities/originator
partners through its dedicated and customised structured finance solutions. The originator partners span
key sectors like Microfinance, Business Loans, Consumer Finance and Mortgages and their credit ratings
range between ‘BBB’ to ‘AA’. Our Company also won recognition for the ‘Most Innovative Deal of the
Year’ in FY2023 for arranging and investing in securitisation notes backed by trade receivables originated
by one its Supply Chain partner NBFCs which received the highest short-term rating of A1+(SO).

Further, we selectively assume skin-in-the-game in some of these products to enhance their credit rating
and enable our Originator Partners and other businesses to raise debt from investors. The skin-in-the-
game could be in the form of guarantees for a stated amount, co-investment, and credit enhancement in
the form of investment in subordinate tranches of an instrument or unfunded second-loss credit
enhancement.

Fund Management Business

FY23 proved to be a year of resilience as NAIM successfully navigated significant external challenges such
as reduced system liquidity, changes in MLD taxation structure and AIF and PMS regulatory changes. FY23
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saw NAIM bolster its exit track record by delivering three fund exits taking the total to 5 out of 8 closed
ended funds. NAIM closed FY23 with cumulative investor commitments of ~INR 5,000 crore and launched
its tenth AIF with total investments of INR 6,680 crores across sectors and expanded its investor base to
700+ investors. We added 370+ new investors across corporates, family offices, high net worth
individuals, global and domestic funds, and development finance institutions, highlighting the growing
recognition and trust in our platform.

Fund raising and deployment picked up steam, as the economy started recovering from the COVID-19
impact in the last quarter of FY22. But the surplus liquidity started depleting from the first quarter of FY23,
leading to a rise in short term borrowing rates and a fall in long term borrowing rates. The economy also
witnessed a steady increase in the repo rates which led to a rise in the rates of G-Sec and AAA rated
securities. This wave however did not percolate down to the lower rated securities and led to compression
of credit spread. The anticipation of a recession in the first world countries along with volatile
macroeconomic conditions in India, led to a funding crunch across the start-up space. With the changed
landscape, fund raising investments slowed in the first half of the year.

NAIM completed the setup of its first ever offshore office based out of GIFT City, paving the way to
increased dollar denominated AUM inflows from offshore investors and HNIs. In terms of new offerings,
NAIM completed the first close of the Northern Arc Emerging Corporate Bond Fund in Nov-22, This marked
the first fund to invest in mid and small-size corporates, thereby broadening NAIM’s investment
capabilities beyond financial institutions. We also received the in-principal approval for its first ever
Separately Managed Accounts for a ticket size of INR 120 crore. The Northern Arc Money Market Alpha
Fund continued to remain our flagship fund, providing a viable alternative for investors to park their short-
term funds (3-6 months) with a target return of 9-10%. The Fund achieved a peak AUM of INR 1,395 crore
in Jan-23 and maintained an Average AUM of INR 1250 crore in FY23.

Within the Portfolio Management Services platform, NAIM launched Northern Arc Income Builder - Series
B, the Second Discretionary PMS portfolio of Listed Principal Protected MLDs with a target size of INR 175
crore. The Non-Discretionary PMS portfolio was also launched, providing investors with a curated set of
investments, diversification benefits, easy exit options, superior risk adjusted returns and the advantage
of Northern Arc's specialized asset management and high touch monitoring.

FY23 continued to be the year of accolades, as our accomplishments were recognized and celebrated
across various platforms. NAIM made it to the ImpactAssets50 list (an annual showcase featuring fifty
fund managers from across the world who led their respective fields in creating positive social impact,
while generating financial returns for investors) consecutively for the third year in FY23. NAIM was yet
again featured in the 'Most Consistent Top Performing Private Debt Fund Manager' list by Preqin, while
Asia Asset Management awarded us the “Best House for Alternatives-India”. Further, NAIM won the
prestigious 'Social Impact Award' at the IVCA Conclave 2023, marking another significant milestone in our
journey.

All these recognitions from international and domestic forums, are a true testimony of the extensive
underwriting expertise, innovative approach, and thought leadership in that NAIM brings about in its
target sectors. They further reinforce the belief that NAIM is a unique debt AIF platform delivering
superior risk-adjusted returns to investors while creating positive social impact.
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Treasury

The year went by was an eventful for Northern Arc Capital’s treasury function. It has achieved quite
significant things namely, external credit rating upgrade, managing the cost of borrowing and novel fund-
raising transactions, etc. Northern Arc Capital raised INR 4,288 Crores. from 45 lenders through different
types and sources. The quantum raised is the highest by the company for any year. Treasury ensured
adequate funds for the balance sheet growth for the different types of asset origination.

The efforts to further broad base the lender relationships were ensured. The number of lender / investors
has been ~50. This year also saw fund raise through different instruments like term loan, CPs, NCDs (MLD),
ECB, sell down etc.

In FY23, Northern Arc Capital raised funds from large banks in the country like SBI, BoB, Union bank Indian
bank HDFC, Axis, Kotak, IDFC Bank, etc. In all INR 1,130 Crores and INR 1,762 Crores raised through public
and private sector banks respectively, forming 67% of lendor profile.

A noteworthy transaction was a term loan of INR 325 Crores. from Axis bank against 50% guarantee from
Guarantco., a multilateral Guarantee company that works in inclusive finance.

Globally renowned DFIs like FMO, an existing investor / lender, further reinforced their faith in by an
investment of USD50 Million in the bonds of Northern Arc Capital and Proparco, a French development
bank lent USD 25 million through ECB. These transactions reiterated the faith among the Global DFIs on
the company’s role in the inclusive finance space in India.

Northern Arc Capital continue to raise market borrowings in the form of Commercial papers and NCDs /
MLDs from premier family offices and HNW individuals and Mutual funds (AMC). In all INR 787 Crores
raised through this category.

With the increase of retail assets in the balance sheet, the ability to do sell down in the form of direct
assignment gathered momentum. Company received sanction to DA/ CLM for INR 746 Crore from three
different banks and completed INR 385 Crore during the year. This helped in managing the exposure as
well.

Apart from DA, Northern Arc also did INR 1,115 Crore through sell down of NCDs in order to support the
market making (DCM) and exposure management activities. FY2023 was a year of turnaround in term of
interest rate. RBI increased its benchmark repo rates by about unprecedented 250 basis points, this isa t
the backdop of USFed increasing its USFed rates by 400 bps. Despite such high increase, Northern Arc
Capital managed / defended the increase in cost of borrowing by abot 40 bps throughout the year. This
has helped in expansion of the spread. The average cost of funds for the year was 9.30% and the
incremental cost of borrowing was 9.5%*.

Northern Arc Capital maintain conservative liquidity management policy. Maintains adequate liquidity
over and above LCR required by RBI. It also maintains sufficient undrawn bank lines to assist business
growth.

At this backdrop, the company continued to engage with the external credit rating agencies with the
request to review and revise the long-term rating. Towards the end of the financial year ICRA, which has
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assigned a positive outlook to the existing long-term rating, did upgrade it to AA- (stable outlook), this
was the first upgrade for the company in the last eight years.

To summarize, notwithstanding the rate hikes and monetary tightening, the company raised funds to
support balance sheet expansion through innovative transactions, obtained a rating upgrade and
continue the journey towards growth with the firm grounding on liquidity and interest rate risk
management.

Liquidity And Interest Rate Risk Management

After benign interest rate and comfortable liquidity regime, FY23 was welcomed with an increase in Repo
rate by Reserve Bank of India. With increasing global / domestic inflationary pressure, central banks across
the world started to curb the liquidity and increasing the interest rate. Our Company has an asset liability
management policy in place which requires us to monitor and manage interest rate and liquidity risks
proactively from time to time. Liquidity risk relates to the risk of loss in the event sufficient liquid assets
will be unavailable or will be available only at excessive cost, to meet the cash flow requirements of
obligations when they are due. In this context, the company has a suitable liquidity risk management
framework in place, the purpose of which is to ensure the availability of adequate liquidity to meet
upcoming repayment commitments as well as liquidity for ongoing business requirements. Further, the
company’s Asset Liability Committee (ALCO), which comes under the purview of the Finance Committee,
regularly monitors the liquidity position and ensures that liquidity is managed in accordance with the
ALCO policy, approved by the board.

The company also undertakes measures to actively manage the interest rate risk on our balance sheet.
Interest rate risk is the risk of loss resulting from movements in interest rates and their impact on future
profitability and cash flows. Northern Arc follows duration gap analysis to measure and control the
interest rate risk with the duration gap being the difference between the duration of assets and the
duration of liabilities. The company has a defined internal threshold for equity duration (impact on return
on equity due to movement in interest rates) and monitors it on an ongoing basis. Given the floating rate
nature of a sizeable portion of our assets linked to an internal benchmark i.e., Floating Benchmark Linked
Rate, we expect the same to provide a buffer against any adverse interest rate movements in the future.

We have in place strong internal processes and controls on all treasury-related activities. We continue to
comply with all regulatory guidelines including guidelines on tolerance limits on ALM mismatches, and
liquidity coverage ratio amongst others. During the year, our LCR requirement has gone up from 50 per
cent to 60 per cent. Accordingly, we maintained the requisite quantum of High-Quality Liquid Assets
(HQLA).
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Technology
nPOS

nPOS is Northern Arc's lending platform that bridges the gap between banks, other financial institutions,
and borrowers. This comprehensive solution, equipped with validation, automation, and customizable
Business Rules Engines (BREs), addresses a multitude of challenges currently faced by financial institutions
and fintech companies. These challenges include laborious manual processes, prone to errors and
expensive to scale, as well as the lack of access to reliable customer data for making informed credit
decisions.

nPOS offers a versatile solution encompassing loan origination, underwriting, disbursement, and
collection reconciliation processes. It caters to both pool-based and non-pool-based partnership lending
models, including co-lending models (CLM1 & CLM2), business correspondent partnerships (BC), and
digital lending. Moreover, it can be easily configured to accommodate other traditional sourcing models.
nPOS supports partnership-based lending for a wide array of loan types, including secured and unsecured
loans, such as microfinance loans, unsecured small business loans, mortgage loans, vehicle loans,
consumer durable loans, and unsecured personal loans. With nPOS, loan origination, underwriting, digital
KYC authentication, Anti-Money Laundering (AML) checks, disbursements, and real-time collection
apportionment are seamlessly executed in collaboration with our lending partners.

nPOS offers deployment options tailored to your needs. It can be implemented as a hosted and managed
solution/Platform as a Service (PAAS), hosted on Northern Arc's servers, or as an enterprise solution
installed on the client's servers.

In FY23, nPOS has facilitated more than 16 million loans, totaling over INR 110 billion in value, marking its
significant contribution to the lending landscape.

Nimbus

Nimbus — one of India’s first curated debt platforms with 400+ investors and 280+ originator partners —
is Northern Arc’s proprietary platform that actively connects investors with issuers (Financial
institutions, growth-stage startups, and mid-market companies). The platform offers investors and
issuers the full suite of debt products in a transparent manner, leading to distinct advantages for the
users: scale, precision, and efficiency in turnaround time. Investors are offered a platform to discover
curated investment opportunities and access a rich pool of data along with Northern Arc’s structuring
expertise to enable higher risk adjusted yields. Dedicated dashboards and real-time data analytics
further aids investors in credit monitoring and management of their investment portfolios. Through
Nimbus, issuer partners can raise quality debt finance swiftly and conveniently, and also access real time
market information, enabling them to benchmark their liabilities against the industry.

NuScore

Nu score is a proprietary machine learning based solution, which is custom-built for every lending
institution. Every tailor-made model utilizes and learns from data specific to that lending institution and
overlays it with sector-specific insights from Northern Arc’s experience across the country and over
different economic & credit cycles, including macro and regional events. Launched in January 2023, Nu
score offers a real-time, data-backed input and thus aids lending institutions in their underwriting and risk
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assessment to optimise risk, enhance productivity, reduce TAT and scale their business. Nu score can be
integrated easily through APIs and generates borrower level assessment along with a detailed analytics
report within seconds. The first version of product contains services suite catering to micro finance and
consumer finance sectors while SME finance and vehicle finance sectors are in pipeline. Since
development, Nu score has powered the origination of 15 lakh loans for Northern Arc’s direct and indirect
retail portfolio.

AltiFi:

Retail investors are getting financially sophisticated and savvier. Millennials and Gen Z investors, armed
with financial literature and tools that are extensively available online, understand the importance of
holistic planning and diversification. They are also ready to experiment and invest in asset classes that
sway from traditional streams like equity, mutual funds and FDs.

AltiFi has leveraged this trend to help retail investors access fixed income instruments like bonds. Bonds
are an important asset class that should form a part of every investor’s portfolio. But, unlike in developed
nations, the Indian bond market has largely remained shallow and limited to institutional investors. This
has been due to high ticket sizes, opaque pricing and an execution mechanism that relies on bilateral
negotiations. We have solved that by offering bonds from INR 1,000, a transparent pricing mechanism
and a seamless online journey that involves no paperwork.

FY23 saw some necessary interventions by the regulators to ensure investor protection. The OBPP (Online
Bond Platform Provider) regulations that were issued by SEBI in November 2022 were a welcome step in
this direction. It required all bond platforms to register as stockbrokers in the debt segment. We believe
that this will protect the nascent industry and help it establish trust with retail investors. We have
established a dedicated entity, Northern Arc Securities Private Limited, for the same and have submitted
applications with both the NSE and the BSE. We are in the process of integrating with the RFQ platforms
of the stock exchanges — All transactions, after our registration as a broker, will be through this framework
and will ensure that customers have an additional layer of protection while executing deals.

To expand our product spectrum, we began offering public issuances of bonds and primary issuances of
Sovereign Gold Bonds on AltiFi. This is in line with our stated immediate goal of becoming a full- fledged
fixed income distribution platform. The long-term vision is to provide full scale wealth management
services, encompassing products across savings, investments, and protection.

IT Infrastructure

We have securely deployed a combination of customized, off-the-shelf, and tailored software developed
in-house to power our business operations. Our IT infrastructure is built on a robust architecture
consisting of a primary data centre and a disaster recovery centre that links all our offices.
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Dear Shareholders,

Your directors have pleasure in presenting this annual report along with the audited financial statements

BOARD’S REPORT

of the Company for the year ended March 31, 2023.

FINANCIAL HIGHLIGHTS

(Rs in Lakhs)
Standalone Consolidated

Particulars Year ended | Year ended | Year ended | Year ended

31-Mar-23 | 31-Mar-22 | 31-Mar-23 | 31-Mar-22

Total income 1,25,787.48 87,411.93 | 1,31,120.03 91,654.47
Finance costs 55,690.71 41,026.93 55,744.89 41,067.24
Net interest income 70,096.77 | 46,385.00 75,375.14 | 50,587.23
Operating expenses 34,871.32 19,079.60 37,939.50 21,140.06
Depreciation 1,026.14 911.82 1,204.43 957.44
Pre-provision profit 34,199.31 26,393.58 36,043.94 28,489.74
Impairment and write-offs 3,894.37 3,684.74 3,921.38 3,650.85
Profit before tax 30,304.94 | 22,708.84 32,122.56 | 24,838.89
Tax expense 7,769.33 6,335.91 7,901.02 6,645.12
Profit for the period 22,535.61 16,372.93 24,221.54 18,193.77
Other comprehensive income/(loss) -1,084.80 -2,724.34 -1,461.61 -3,346.98
Total comprehensive income 21,450.81 13,648.59 22,759.93 14,846.79
Total comprehensive income to Owners 21,450.81 13,648.59 21,732.23 14,170.00
Opening balance of retained earnings 49,164.53 | 36,194.46 51,340.90 | 37,462.26
Transfer to reserves -4,507.12 -3,274.58 -4,507.12 -3,274.58
Appropriations and other adjustments 90.04 -128.28 64.33 -96.75
Closing balance of retained earnings 67,283.06 49,164.53 69,899.17 51,340.90

During the year ended March 31, 2023, on a consolidated basis, your company generated total income of
INR 1,311.2 crores, a growth of 43.05% over the earlier year. Net Interest Income was INR 753.75 crores,
representing year-on-year increase of 49%, which resulted in a profit after tax of INR 242.21 crores,
33.13% higher than the previous year.

DIVIDEND

Due to the need for deploying the funds back into the business for the growth of your Company, your
directors have not proposed any dividend on equity shares for the year under review.

TRANSFER TO RESERVES

During financial year 2022-23, your Company has transferred an amount of INR 45.07 Crores to reserves
in accordance with the requirements of s. 45-IC (1) of the Reserve Bank of India Act, 1934.
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CREDIT RATING

The Credit ratings of the company as on March 31, 2023, are summarised below:

Instrument Rating Agency | Rated Amount Rating and rating action
(INR crore)
Long-term Fund-based Limits ICRA 47 ICRA]JAA-(Stable)
Non-Convertible Debentures ICRA 280 [ICRAJAA-(Stable)
India Ratings 475.53 IND A+/Stable
Market linked debentures ICRA 150 PP-MLD[ICRA]AA-(Stable)
India Ratings 1844.7 IND PP-MLD A+ / Stable
Subordinated Debt ICRA 40 [ICRA]JAA-(Stable)
Commercial Paper ICRA 300 [ICRA]JA1+
CARE 300 [CARE]JA1+

CAPITAL ADEQUACY

The company’s capital adequacy ratio as of March 31, 2023, was 20.77% as against 22.79% as at March
31, 2022. The minimum capital adequacy ratio prescribed by Reserve Bank of India is 15%.

SHARE CAPITAL

During the financial year, your company had issued 1,23,750 equity shares under the Employees Stock
Option Schemes of the Company.

Consequent to the aforesaid allotments of equity shares, the total paid up capital of the Company as on
March 31, 2023, was INR 1716777010/- comprising of 8,90,31,293 equity shares of INR 10 each and

4,13,23,204 compulsorily convertible preference shares of INR 20 each.

The shareholding pattern of the Company as of March 31, 2023, on a fully diluted basis was as follows:

Name of Shareholder No. of % Of.
shares holding

!Etip;(:;tt;mtles Fund, IIFL Opportunities 3,40,06,698 25 61%
Leapfrog Financial Inclusion India () Limited 2,99,52,665 22.56%
Augusta Investments Il Pte Ltd. 2,58,87,110 19.50%
Eight Roads Investments Mauritius (II) Limited 1,36,10,748 10.25%
Dvara Trust 99,29,257 7.48%
Individual shareholders (as per list enclosed) 6,47,250 0.49%
Accion Africa Asia Investment Company 76,99,529 5.80%
Sumitomo Mitsui Banking Corporation 70,04,364 5.28%
Northern Arc Employee Welfare Trust + Others 16,16,876 1.22%
Vested options 24,20,484 1.82%
Total 13,27,74,981 100.00%
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DIRECTORS AND KEY MANAGERIAL PERSONNEL
Directors

The composition of the Board of Directors of the Company is in accordance with the provisions of section
149 of the Companies Act, 2013 with an appropriate combination of Non-Executive Directors and
Independent Directors.

During the year under review Mr. Amit Mehta (DIN: 07089427) resigned from the Board with effect from
May 2, 2022. Further, Mr. Samir Shah (DIN: 00912693) resigned from the Board with effect from 28
December 2022. The Board places on record its appreciation of the valuable services rendered by Mr.
Amit Mehta and Mr. Samir Shah during their tenure with the Company.

Mr. T S Anantharaman (DIN: 00480136) was appointed as Nominee Director on the Board with effect from
9t February 2023.

Key Managerial Personnel

Mr. Ashish Mehrotra, Managing Director and Chief Executive Officer, Ms. Bama Balakrishnan, Chief
Operating Officer, Mr. Atul Tibrewal, Chief Financial Officer and Ms. R Srividhya, Company Secretary of
the Company have been designated as the Key Managerial Personnel of the Company (KMP) pursuant to
the provisions of Sections 2(51) and 203 of the Companies Act, 2013 read with the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014.

Declaration of independence under Section 149(6) of the Companies Act, 2013
The independent directors of the Company have submitted a declaration that each of them meets the
criteria of independence as provided in Section 149(6) of the Companies Act, 2013 and there has been no

change in the circumstances which may affect their status as independent director during the year.

Pecuniary Transactions with non-executive directors
Details of remuneration to non-executive directors are provided below:

Sl. No. Name of Director Total Sitting fee (In INR)

1 Ms. Anuradha Rao 12,00,000

2 Mr. P S Jayakumar 18,00,000

3 Mr. N T Arun Kumar 7,50,000

4 Dr. Kshama Fernandes 67,58,355 (including Commission)
5 Mr. Ashutosh Pednekar 8,00,000

Total 1,13,08,355

Name of Director Amount of commission paid

P S Jayakumar 70,00,000
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MANAGEMENT DSCUSSION AND ANALYSIS REPORT

I. MACRO OVERVIEW

A. Economic Outlook

The fiscal year of FY23 unfolded against a backdrop of global economic challenges and uncertainties. The
world faced ongoing repercussions from the COVID-19 pandemic, geopolitical conflicts, and inflationary
pressures. Notably, events such as Russia's invasion of Ukraine and pandemic-related shutdowns in China
added complexities to the global economic landscape.

Despite these challenges, the global economy displayed resilience. The International Monetary Fund (IMF)
initially projected a slower pace of growth, revising down the 2022 forecast from 6.1 percent in 2021 to
3.6 percent. This adjustment reflected the lingering impact of the pandemic, rising inflation, and supply
chain disruptions.

In response to these challenges, central banks worldwide implemented a range of measures to stabilize
financial markets and support economic recovery. Governments, too, adopted fiscal policies to stimulate
growth and address pandemic-induced vulnerabilities. These collective efforts aimed to mitigate the
impact of global uncertainties on trade, investment, and employment.

As the year progressed, concerns about inflation gained prominence. A cost-of-living crisis materialized
for many countries, prompting central banks to carefully navigate monetary policies to address
inflationary pressures without stifling economic recovery.

In India, FY23 witnessed a dynamic economic environment. The country's GDP grew by a robust 7.2
percent, solidifying its position as the fastest-growing large economy globally. Despite external
uncertainties, including a weakening rupee and geopolitical tensions, India's economic indicators, such as
Forex reserves, and FDI flows, remained relatively favourable. The Reserve Bank of India (RBI) responded
to rising inflation with off-cycle rate hikes, concluding with a repo rate of 6.5% in an effort to anchor
inflation expectations.

The economic landscape was characterized by a delicate balance between domestic and global factors.
The government's commitment to economic growth was evident in the increased allocation of 35%
percent to INR 7.5 lakh crore for capital expenditure in the Union Budget. Measures such as the extension
of credit guarantee schemes underscored efforts to support sectors affected by the pandemic. As the
world navigated uncertainties, India showcased resilience and economic vibrancy.
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The Economic Survey of India 2023 predicted the GDP growth to be in the range of 6 — 6.8% in FY24. The
Union Budget for FY24 continued the push for fiscal prudence, green growth, export-oriented production,
infrastructure advancement and modernization. The proposed fiscal deficit for FY24 is 5.9 percent of GDP,
and is a pathway to the goal of achieving the 4.5 percent target by FY26. The budget provides INR 350
billion for priority capital investments towards energy transition and net zero objectives. It has an outlay
of INR 197 billion for the National Green Hydrogen Mission, and will facilitate the transition of the Indian
economy to low carbon intensity and reduce fossil fuel imports.

B. Sector outlook

NBFCs continue to gain importance in the Indian financial services industry carrying out the critical
function of enabling access to financial products and services. Their proximity to customers and an ability
to provide bespoke solutions has made them a vital cog in India’s economic growth. NBFCs operate in a
wide variety of asset classes ranging from granular retail loans (e.g., personal loans, vehicle loans, small
business loans, gold loans, microfinance loans, etc.) to large-ticket wholesale loans (e.g., lending to
corporates, infrastructure, real estate, and structured credit).

NBFCs have been responsible for many pioneering innovations that have revolutionized the financial
services landscape in recent years. They have used differentiated business models and credit appraisal
methods, helping the relatively under-banked borrower segments with niche domain expertise. They
provide last mile credit delivery through rural branches or serve customers through seamless online
models.

After subdued growth and portfolio quality during the Covid-affected years, NBFCs bounced back strongly
in FY23. They witnessed their highest y-o-y growth in the last 5 years, at 17% as per a report by BCG. Credit
costs also continued their downward trend, resulting in improving profitability for the industry.

The growth in the sector was led by diversified financial institutions and NBFC-MFIs. As per the BCG report,
the sector witnessed an increase in absolute profit of 39%. Diversified financials (68%) and MFIs (220%)
outperformed the overall sector. These institutions were also the primary drivers of growth, registering
28% and 33% annual growth compared to the aforementioned 17% for the industry.

The outlook for NBFCs is expected to remain strong owing to macroeconomic tailwinds, regulatory
stability and a better operating environment. Companies that are adequately capitalized and with robust
provisioning norms with adequate liquidity would be able to outperform the industry in the near term.

The sector is expected to observe a continuation of strong growth in disbursements. Asset classes
including Microfinance, MSME Finance, Housing Loans and Vehicle Finance are expected to witness
demand. Consumer loans like personal loans, BNPL and checkout financing are also expected to see strong
traction mirroring growth in ecommerce.

C. Regulatory outlook

Some key regulations that were issued by the RBI during the year —

e |In April 2022, RBI brough scale based regulations that required NBFCs to make additional
disclosures in financial statements based on their size

Page 5 of 19



In May 2022, RBI allowed bank credit to NBFCs for on-lending up to an overall limit of 5% of an
individual bank’s total priority sector lending (PSL) in case of commercial banks and 10% for SFBs
to lend to NBFC-MFIs and other MFls

In Aug 2022, the RBI issued digital lending guidelines that laid the comprehensive framework for
online lending

II. NORTHERN ARC CAPITAL

A.

Business overview

Total income increased from INR 916 Crore (FY22) to INR 1311 Crore (FY23), an increase of 43%,
primarily led by higher average loan book and higher yields
The balance sheet of the company grew from INR 7974 crore (FY22) to INR 9372 crore(FY23), an

increase of 18%

Overall business volumes grew by 38% year-on-year from INR 19,871 Crores (FY22) to INR 27,410
Crores (FY23) , primarily backed by 24% increase in balance sheet volume from INR 9469 Crores
(FY22) to INR 11,767 Crores (FY23) and 86% growth in Placement volumes from INR 7,079 Crores
in FY 22 to INR 13,135 Crores in FY 23.

Strong profitability indicators with profit after tax attributable to the owners increasing >34%
year-on-year from INR 172 Crores (FY22) to INR 230 Crores (FY23) at consolidated level

Strong Capital Adequacy at 20.77%, D:E ratio of 3.65x and maintained Liquidity buffer equivalent
to 3 months requirement

Maintained Stage 1 and Stage 2 provision of INR 85 Crores (1.04% of Stage 1 and Stage 2 exposure)
resulting in a healthy overall Provision of 1.4%

Our customer base currently stands at ~0.78 Million, with our employee base stood at ~580
employees as on Mar-23

Credit Rating

Our credit rating was upgraded from A+ to AA- during the year by ICRA. We believe that this will help

us access a more diversified set of investors and open the doors to newer segments who have a

minimum AA category threshold. It will also help us access debt capital markets through public

issuances. It should bring down our cost of funding, which will boost our spreads and profitability. It

will also aid growth as we will be able to lend to clients who were earlier not sufficiently profitable.
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C. Strategic Overview

Our strategic emphasis is to -

Strengthen - Grow and strengthen our existing businesses where we are pioneers

Grow — Grow our new business lines

Reimagine — Reimagine our way of functioning in the new age; Make ubiquitous use of technology
and data

Our key tactical strategies are —

e Enhance our ecosystem by growing and deepening relationships with our partners, while
scaling up our technology products to further improve customer experience and enhance
efficiency

e Expanding to adjacencies into newer forays of sectors such as Climate, Gold, etc.

e Expand our fund management business in terms of products, investors and jurisdictions

e Scale the Direct to Customer financing business to enhance risk adjusted returns

e Credit first principles with focus on managing credit cost efficiently

e Continue to diversify our source of funds and widen our lender base to scale our borrowing
requirements while lowering costs

e Continue expanding our strategic focus on ESG, with a directional emphasis on Climate Smart
Financing

D. Opportunity and Threat analysis

Opportunities

Industry leadership with dominant position

Serving the under-served retail markets

Revival in rural consumption

New pivots of growth: co-lending, direct retail lending, and wealth distribution
Strong brand pedigree and successful track record

Building a strong distribution network

Digitalisation and data driven decision making

Threats

Regulatory challenges and credit availability
Impact on demand in the backdrop of sustained inflation
Fast changing interest rate environment

New initiatives

We rapidly continue to build our digital infrastructure —

(i) AltiFi: AltiFi is a retail investment platform that democratizes the debt securities on the
Northern Arc balance sheet for investment opportunities to retail individuals and corporates.

(ii) Nu Score: Nu is a tailored machine learning based analytical module designed to assist our
originator partners in the loan underwriting process and help them take effective credit decisions
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(iii) nPOS: nPOS is a fully integrated APl based technology solution that seamlessly integrates with
the systems of both Originator Partners and Investor Partners, facilitating co-lending processes
(iv) Nimbus: A curated debt platform that enables flow of credit to our Originator Partners either
through our balance sheet or through our Investor Partners.

F. Subsidiaries

Your Company has five (5) subsidiary companies, i.e., Northern Arc Investment Managers Private
Limited; Pragati Finserv Private Limited, Northern Arc Foundation (a company incorporated under
section 8 of the Act), Northern Arc Investment Adviser Services Private Limited and Northern Arc
Securities Private Limited. The details of subsidiaries are as follows:

i.  Northern Arc Investment Managers Private Limited (NAIM)

FY23 proved to be a year of resilience as NAIM successfully navigated significant external challenges such
as reduced system liquidity, changes in MLD taxation structure and AIF and PMS regulatory changes. FY23
saw NAIM bolster its exit track record by delivering three fund exits taking the total to 5 out of 8 closed
ended funds. NAIM closed FY23 with cumulative investor commitments of ~INR 5,000 crore and launched
its tenth AIF with total investments of INR 6,680 crores across sectors and expanded its investor base to
700+ investors. We added 370+ new investors across corporates, family offices, high net worth
individuals, global and domestic funds, and development finance institutions, highlighting the growing
recognition and trust in our platform.

During the year, NAIM completed the setup of its first ever offshore office based out of GIFT City, paving
the way to increased dollar denominated AUM inflows from offshore investors and HNIs. In terms of new
offerings, NAIM completed the first close of the Northern Arc Emerging Corporate Bond Fund in Nov-22,
This marked the first fund to invest in mid and small-size corporates, thereby broadening NAIM’s
investment capabilities beyond financial institutions. We also received the in-principal approval for its first
ever Separately Managed Accounts for a ticket size of INR 120 crore. The Northern Arc Money Market
Alpha Fund continued to remain our flagship fund, providing a viable alternative for investors to park their
short-term funds (3-6 months) with a target return of 9-10%. The Fund achieved a peak AUM of INR 1,395
crore in Jan-23 and maintained an Average AUM of INR 1250 crore in FY23.

Within the Portfolio Management Services platform, NAIM launched Northern Arc Income Builder - Series
B, the Second Discretionary PMS portfolio of Listed Principal Protected MLDs with a target size of INR 175
crore. The Non-Discretionary PMS portfolio was also launched, providing investors with a curated set of
investments, diversification benefits, easy exit options, superior risk adjusted returns and the advantage
of Northern Arc's specialized asset management and high touch monitoring.

NAIM made it to the ImpactAssets50 list (an annual showcase featuring fifty fund managers from across
the world who led their respective fields in creating positive social impact, while generating financial
returns for investors) consecutively for the third year in FY23. NAIM was yet again featured in the 'Most
Consistent Top Performing Private Debt Fund Manager' list by Pregin, while Asia Asset Management
awarded us the “Best House for Alternatives-India”. Further, NAIM won the prestigious 'Social Impact
Award' at the IVCA Conclave 2023, marking another significant milestone in our journey.

ii. Pragati Finserv Private Limited
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Pragati serves the diverse needs of customers belonging to low-income households of rural and semi-
urban areas. It aims to become a one stop lending shop for its borrowers covering small ticket personal
and business loans, two-wheeler loans, business LAP loans, home improvement loans, commercial vehicle
loans etc. Pragati aspires to have a national footprint and deliver its product nationally and be a dominant
player in its area of operation.

The current product offering of Pragati is Krushi JLG loan for rural women customers with a ticket size of
30k to 75k. JLG graduate loan (Shakti) of Ticket Size - 75k to 125K) with various end uses like 2,3-wheelers,
Commercial vehicles, Home Improvement & WASH, Agri, Education and Dairy is expected to be launched
shortly. A product for Small Ticket Business Loans (Vyapar) with a Ticket Size 125k — 500k is being
developed, which will be launched. The total portfolio of Pragati as of 31st March 2023 is INR 792 Cr with
2.60 Lakh active customers.

iii. Northern Arc Foundation:

At Northern Arc, our goal is to contribute to the well-being of the communities and society we cater to
and on which we depend. At the same time, we also aim to align our company’s social and environmental
activities with its business purpose and values. This we believe will enhance our reputation and contribute
to business results. Through our CSR programs, we are aiming to fulfill our true potential, and expect to
spend across various community development programs across the sectors, communities, and
geographies, where we create an impact. Northern Arc Foundation (“Foundation”) acts as the CSR arm
for Northern Arc Capital and focuses on skill building, employment development and education.

Your company supported the following initiatives during Financial Year 2022-23:

a) Providing free treatment to patients in Tamil Nadu through Ashwini Charitable Foundation.

b) Financial literacy training for MFI customers.

c) Providing need-based support for food supplies, healthcare and livelihood support and education
through Punyatma Prabhakar Seva Mandal and Vama Trust.

d) Continued support to our education initiatives through the Doorstep School, Swadha Foundation
and a collaboration with Ecosoft.

e) Providing Ambulatory Services for building of Sai Aashraya Super Speciality Hospital.

iv. Northern Arc Investment Adviser Services Private Limited (NAIA)

NAIA was established to provide high quality advice and products in asset classes that impact the
financially excluded. During FY23, the Company continued to offer transaction advisory services.

v. Northern Arc Securities Private Limited (NAS)

Northern Arc Securities has been established as a 100% subsidiary of Northern Arc Capital to register as a
stockbroker in the debt segment. The company has filed an application with both the NSE and the BSE for
the same. After the receipt of the broking registration, the company will register itself as an Online Bond
Platform Provider in line with SEBI regulations. It will subsequently be responsible for the operations of
the AltiFi platform.

FIXED DEPOSITS
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The Company being non-deposit taking Non-Banking Financial Company - Investment and Credit Company
(NBFC-ICC), has not accepted any deposits during the year under review. Further, the Company had also
passed a resolution to the effect that the company has neither accepted public deposit nor would accept
any public deposit during the year under review, as per the requirements of Master Direction - Non-
Banking Financial Companies Acceptance of Public Deposits (Reserve Bank) Directions, 2016.

RESPONSIBLE AND SUSTAINABLE FINANCE

We operate with the vision to be a trusted platform that enables the flow of finance from capital providers
to users in a reliable and responsible manner. We operate with the mission to enable access to finance
for the underbanked in an efficient, scalable and reliable manner. We seek to mitigate the risk of
environmental and social adverse effects that may be posed to us on account of our financings by
financing responsibly. We aim to finance businesses that take a responsible approach towards the
environment, society and governance. Our offerings contribute towards meeting 8 of 17 targets of United
National Sustainable Development Goals (UNSDG). We have made significant social impact over the years,
since our inception, through our financing. In recent years we have focused on financing businesses that
contributes in achieving net zero. We are committed to become a data-driven impact financier and have
been advancing in setting frameworks and measures for impact measurement to demonstrate the impact
created by Northern Arc to our investors.

Northern Arc over the years has developed a strong inclination towards improving its performance not
only against the financial and governance parameters, but also against the elements of the environmental
and Social risks. We are continuously calibrating our environmental and social management systems in
accordance with the global framework on ESG. .

Our commitment towards ESG in our business practice is to deploy finance responsibly to support
individuals and businesses for the betterment of their livelihood and wellbeing. Our ESG related policies
and frameworks are positioned for a redefined purpose in our actions to create values for all the
individuals we reach by being conscientious to our clients and suppliers, and being a responsible employer
to our employees. We value adhering to standards and conditions that reflects us functioning as a
responsible business in terms of conduct, employee safety & satisfaction, fair pay, improved client
experience, and uphold human rights. Our ESG Policy form the foundation of our responsible financing
practice as way of mitigating and managing the risk that would be incurred due to adverse environmental
and social impact from the business we finance.

The organizations proclivity for a ESG driven purpose in its functioning is governed and monitored by our
Board of Directors by forming an ESG Board Committee. The company’s ESG strategy and the roadmap
with priorities, targets and initiatives are formulated by this committee. The commitment towards the
elements of ESG from the apex body of the company enables us to progress and align ourselves with the
best management practices to improve our environmental and social performance. We're taking steps to
disclose our ESG related measures and performances as an initiative to engage with our shareholders and
stakeholders.

FOREIGN EXCHANGE EARNINGS AND OUTGO

There were no foreign exchange earnings during the year or the previous year. Total foreign exchange
outgo during the year under review was INR 930.84 Lakhs (previous year: INR 831.51 Lakhs) under the
heads listed below:

(in Lakhs)

Head of Expense March 31, 2023 March 31, 2022 ‘
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Subscription 0.00 0.00
Consultancy charges 357.06 368.91
Advertisement and publishing 0.00 4.64
Loan processing fees 573.78 457.96
Total 930.84 831.51

MEETING OF INDEPENDENT DIRECTORS

In terms of Para VIl of the Code for Independent Directors, your Company conducted a meeting of its
independent directors on March 13, 2023, without the presence of non-independent directors and
members of the management. The Directors, inter alia, discussed the following:

a) review the performance of non-independent directors and the Board as a whole.

b) review the performance of the Chairperson of the company, taking into account the views of
executive directors and non-executive directors.

c) assess the quality, quantity, and timeliness of flow of information between the company
management and the Board that is necessary for the Board to effectively and reasonably perform
their duties.

STATUTORY AUDITORS AND AUDITORS REPORT

The shareholders at the extraordinary general meeting held on January 05, 2022 had appointed S.R.
Batliboi & Associates LLP, Chartered Accountants, having ICAl Firm Registration No: 101049W/E300004
as the statutory auditors of the Company based on recommendation of audit committee, board of
directors and after obtaining a confirmation on eligibility under Section 141 of the Act from S.R. Baliboi &
Associates LLP for being appointed as Statutory Auditors of the Company to fill the casual vacancy. Since
the appointment of S.R. Baliboi & Associates LLP was to fill the casual vacancy, the appointment was made
for one financial year, ie for the financial year ended on March 31, 2022.

The shareholders at the annual general meeting held on 30™ September 2022 approved the re-
appointment of S.R. Batliboi & Associates LLP, Chartered Accountants, having ICAI Firm Registration No:
101049W/E300004 as statutory auditors of the Company based on recommendation of audit committee,
board of directors and after obtaining a confirmation on eligibility under Section 141 of the Act from S.R.
Batliboi & Associates LLP and RBI’s Guidelines for Appointment of Statutory Central Auditors
(SCAs)/Statutory Auditors (SAs) of Commercial Banks (excluding RRBs), UCBs and NBFCs (including HFCs)
dated April 27, 2021.

There has been no qualification, reservation or adverse remark given by the Statutory Auditors in their
Report for the year under review.

REPORTING OF FRAUDS BY THE AUDITORS TO THE COMPANY

During the year, the Auditors have not reported any instance of fraud to the Audit Committee and Board
as per Section 143 (12) of the Companies Act, 2013.

COMPLIANCE
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Your Company is registered with Reserve Bank of India under Section 45IA of the Reserve Bank of India
Act, 1934. Further, your Company has complied with and continues to comply with all applicable laws,
rules, circulars and regulations and it does not carry on any other those specifically permitted by RBI for
NBFCs.

PARTICULARS OF LOANS, GUARANTEES OR INVESTMENTS IN SECURITIES

In terms of Rule 11(2) of the Companies (Meetings of Board and its Powers) Rules, 2014 NBFC Companies
are excluded from the applicability of Section 186 of the Act, 2013, where the loans, guarantees and
securities are provided in the ordinary course of its business.

Details of investments under Section 186 of the Act, 2013 for the financial year 2022-23 are provided in
the financial statements.

POLICY ON APPOINTMENT OF DIRECTORS AND REMUNERATION POLICY OF THE COMPANY

The policy on directors’ appointment is based on the evaluation of fit and proper criteria for directors by
the Nomination and Remuneration Committee prior to appointment of directors. At present, only the
Managing Director cum Chief Executive Officer receives remuneration from the Company.

The Company’s policy on directors’ appointment and remuneration along with Terms of Reference and
other matters provided in Section 178(3) of the Act is available on website of the Company and the
weblink for the same is https://www.northernarc.com/governance.

BOARD MEETINGS
During financial year 2022-23, five meetings of the Board of Directors were held on the following dates:

10t May 2022

27" June 2022

28 July 2022

4™ November 2022
9% February 2023

COMMITTEES OF BOARD OF DIRECTORS

The Company has various Committees which have been constituted as a part of good corporate
governance practices and the same are in compliance with the requirements of the relevant provisions of
applicable laws and statutes.

Audit Committee

Pursuant to provisions of Section 177(8) of the Companies Act, 2013, the composition of Audit Committee
of the Company as on March 31, 2023, was as follows:

Name Category
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Mr. Ashutosh Pednekar Independent Director, Chairman of

the Committee

Mr. P S Jayakumar Independent Director
Ms. Anuradha Rao Independent Director
Mr. N T Arun Kumar Independent Director
Mr. TS Anantharaman Nominee Director
Mr. Vijay Nallan Chakravarthi Nominee Director

Audit Committee was last reconstituted by the Board of Directors on February 9, 2023.

The recommendations of the Audit Committee were duly approved and accepted by the Board during the
year under review.
Nomination and Remuneration Committee

The Composition of Nomination and Remuneration Committee of the Company as on March 31, 2023,
was as follows:

Name Category

Ms. Anuradha Rao Independent Director, Chairperson
of the Committee

Mr. P S Jayakumar Independent Director

Mr. Michael Jude Fernandes Nominee Director

The Nomination and Remuneration Committee was last reconstituted by the Board of Directors on July
28, 2022.

The Terms of Reference for the Nomination and Remuneration Committee are below:

a)

b)

d)

e)

f)

formulating the criteria for determining qualifications, positive attributes and independence of a
director and recommend to Board a policy relating to the remuneration of the directors, key
managerial personnel and other employees;

formulation of criteria for evaluation of the performance of independent directors and the Board;
devising a policy on diversity of the Board;

identifying persons, who are qualified to become directors or who may be appointed in senior
management in accordance with the criteria laid down, recommending to the Board their

appointment and removal and carrying out evaluation of every director’s performance;

determining whether to extend or continue the term of appointment of the independent director,
on the basis of the report of performance evaluation of independent directors;

recommend remuneration of executive directors and any increase therein from time to time
within the limit approved by the members of the Company;
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j)

k)

recommending remuneration to non-executive directors in the form of sitting fees for attending
meetings of the Board and its committees, remuneration for other services, commission on
profits;

recommend to the Board, all remuneration, in whatever form, payable to senior management;

performing such functions as are required to be performed by the compensation committee
under the SEBI SBEB Regulations;

engaging the services of any consultant/professional or other agency for the purpose of
recommending compensation structure/policy;

ensuring ‘fit and proper’ status of proposed and existing directors in terms of the Master
Directions;

analysing, monitoring and reviewing various human resource and compensation matters;

reviewing and approving compensation strategy from time to time in the context of the then
current Indian market in accordance with applicable laws;

framing suitable policies and systems to ensure that there is no violation, by an employee of any
applicable laws in India or overseas, including:

- The SEBI (Prohibition of Insider Trading) Regulations, 2015, as amended; or
- The Securities and Exchange Board of India (Prohibition of Fraudulent and Unfair Trade
Practices relating to the Securities Market) Regulations, 2003, as amended; and

performing such other functions as may be delegated by the Board and/or prescribed under the
SEBI Listing Regulations, the Master Directions, Companies Act, each as amended or other
applicable law.

DIRECTORS’ RESPONSIBILITY STATEMENT

The directors’ responsibility statement as required under section 134(5) of the Companies Act, 2013,
reporting the compliance with the Accounting Standards is attached and forms a part of the Board’s

Report.

The Directors accept the responsibility for the integrity and objectivity of the Profit & Loss Account for the
year ended March 31, 2023 and the Balance Sheet and Cash Flow Statement as at that date (“financial
statements”) and confirm that:

a)

b)

in the preparation of the annual accounts, the applicable accounting standards have been
followed along with proper explanation relating to material departures;

the directors have selected such accounting policies and applied them consistently and made
judgments and estimates that are reasonable and prudent so as to give a true and fair view of the
state of affairs of the company at the end of the financial year and of the profit and loss of the
company for that period;
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c) the directors have taken proper and sufficient care for the maintenance of adequate accounting
records in accordance with the provisions of the Companies Act, 2013 for safeguarding the assets
of the company and for preventing and detecting fraud and other irregularities.

d) the directors have prepared the annual accounts on a going concern basis;

e) the directors have laid down internal financial controls to be followed by the company and that
such internal financial controls are adequate and were operating effectively; and

f) the directors have devised proper systems to ensure compliance with the provisions of all
applicable laws and that such systems were adequate and operating effectively.

BOARD EVALUATION

The evaluation of all the Directors, the Board as a whole and each of the Committees of the Board was
conducted based on the following criteria as recommended by the Nomination & Remuneration
Committee adopted by the Board.

Evaluation criteria for independent directors and non-executive directors:

1. Understanding of the business of the company and contribution towards its strategic direction.

2. Attendance and participation in Board Meetings, whether in person, telephone or via video
conferencing

3. Providing timely and effective inputs on minutes and other materials circulated to the Board

4. Inter-personal relations with the rest of the Board and management

5. Adherence to ethical standards and disclosure of non-independence, where it exists

DISCLOSURE UNDER THE SEXUAL HARASSMENT OF WOMEN AT WORKPLACE (PREVENTION,
PROHIBITION AND REDRESSAL) ACT, 2013

The Company has in place a Policy for prevention of Sexual Harassment, in line with the requirements of
the “Sexual Harassment of Women at Workplace (Prevention, Prohibition and Redressal) Act, 2013.”
Internal Complaints Committee (ICC) has been set up to redress complaints, as and when received,
regarding sexual harassment and all employees are covered under this Policy.

The Policy has been hosted on the Company’s website: https://www.northernarc.com

There were no referrals received by the Committee, during the financial year 2022-23.
EXTRACT OF ANNUAL RETURN

Pursuant to the provisions of Section 134(3) (a) and Section 92(3) of the Act, 2013 read with Rule 12(1) of
the Companies (Management and Administration) Rules, 2014, an extract of the Annual Return in
prescribed form is available on the Company’s website in the link as provided below:
https://www.northernarc.com.

SECRETARIAL AUDIT REPORT
Pursuant to the provisions of Section 204 of the Companies Act, 2013 and the Companies (Appointment

and Remuneration of Managerial Personnel) Rules, 2014, the Board of Directors has appointed M/s. M
Damodaran & Associates LLP, a firm of Company Secretaries in practice to undertake the Secretarial Audit
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of the Company for FY 2022-23. The Secretarial Audit Report, in the prescribed Form No. MR-3, is annexed
as Annexure 1.

M Damodaran & Associates LLP, Secretarial Auditor has mentioned a observation in the Secretarial Audit
Report that The Company does not have server physically located in India for the daily backup of certain
books of accounts and other books and paper maintained in electronic mode on a daily basis. Subsequent
to the year end, the Company has taken steps to ensure backups for such applications maintained by third
party are taken on a daily basis in a server physically located in India.

EMPLOYEE STOCK OPTION SCHEME

Your company introduced the Employee Stock Option Plan, providing grants to employees of your
Company and its subsidiaries. The details of the Employee Stock Option Plan as required to be provided
under Rule 12(9) of the Companies (Share Capital and Debentures) Rules, 2014 are annexed to this Report
as Annexure 2 and forms an integral part of the Report.

INFORMATION ON MATERIAL CHANGES AND COMMITMENTS

There are no material changes or commitments affecting the financial position of the Company which
have occurred between the end of the financial year and date of this report. We also hereby confirm that
there has been no change in the nature of business of the Company.

DETAILS OF SIGNIFICANT AND MATERIAL ORDERS PASSED BY THE REGULATORS OR COURTS OR
TRIBUNALS IMPACTING THE GOING CONCERN STATUS AND COMPANY’S OPERATION IN FUTURE

No significant or material orders were passed by the Regulators or Courts or Tribunals which impact the
going concern status operations of your Company in future.

RELATED PARTY TRANSACTIONS

The Company has adopted a policy on related party transactions for the purpose of identification,
monitoring and approving of such transactions. The Related party policy is available on website of the
Company and the weblink for the same is https://www.northernarc.com/ governance. During the year,
your Company has not entered into any transactions with Related Parties which are not in the ordinary
course of its business or not on an arm’s length basis and which require disclosure in this Report in terms
of the provisions of Section 188(1) of the Companies Act, 2013. Hence, no particulars are being provided
in Form AOC-2. Related Party disclosures, as per IND-AS have been provided in Notes to the financial
statement.

COMPANIES WHICH HAVE BECOME OR CEASED TO BE SUBSIDIARIES, JOINT VENTURES, OR ASSOCIATES
OF THE COMPANY DURING THE YEAR.

During the year, the Company incorporated a new subsidiary in the name of Northern Arc Capital Limited,
which is expected to apply for the stock broking license as applicable for online bond platforms as
mandated under SEBI Circular SEBI/HO/DDHS/DDHS-RACPOD1/P/CIR/2022/154 dated November 14,
2022.
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Further, with the infusion of further equity into Finreach Solutions Private Limited (Finreach), Finreach
became an associate company of Northern Arc Capital Limited within the meaning of Section 2(6) of the
Companies Act, 2013.

RISK MANAGEMENT POLICY

In the opinion of the Board, the Company has, since inception developed and implemented Risk
Management policies and procedures that are sufficient to combat risks that may threaten the existence
of the Company.

CORPORATE SOCIAL RESPONSIBILITY (CSR)

The brief outline of the Corporate Social Responsibility (CSR) policy of the Company and the initiatives

undertaken by the Company on CSR activities during the year are set out in Annexure 3 of this report in
the format prescribed in the Companies (Corporate Social Responsibility) Rules, 2014.
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ADEQUACY OF INTERNAL FINANCIAL CONTROL WITH REFERENCE TO THE FINANCIAL STATEMENTS

The completeness and adequacy of internal financial controls of the Company was evaluated by an
independent audit agency and report of the same has been shared with the Statutory Auditors of the
Company. The same has also been presented to the Audit Committee, based on which the Board has
certified that the internal financial controls are adequate and are operating effectively.

REQUIREMENTS UNDER SECTION 197(12) OF THE COMPANIES ACT, 2013 READ WITH RULE 5 OF THE
COMPANIES (APPOINTMENT AND REMUNERATION OF MANAGERIAL PERSONNEL) RULES, 2014

Disclosure to be made under Rule 5(1) of the Companies (Appointment and Remuneration of Managerial
Personnel) Rules, 2014 are given below:

Ratio of remuneration of each director to the median employee’s remuneration for the financial year:

Sr. Name of Directors Director’s Employees’ Ratio
No. (Executive Director) Remuneration Median
(in INR) Remuneration
(in INR)
1. Mr. Ashish Mehrotra 38,500,005 4,30,461.00 1:89
MD & CEO
2. Bama Balakrishnan 3,40,12,299 4,30,461.00 1:79
Executive Director

Percentage increase in remuneration of each director, Chief Executive Officer, Chief Operating Officer,
Chief Financial Officer, Company Secretary in the Financial Year vis-a-vis last financial year:

Name of director/ Key Managerial Personnel % increase in remuneration vis-a-
vis last financial year

Mr. Ashish Mehrotra, Executive Director 40%

Ms. Bama Balakrishnan, Executive Director 9%

Mr. Atul Tibrewal 9%

Ms. R. Srividhya, Company Secretary 9%

e Percentage increase in the median remuneration of employees in the financial year: -42 %

e Number of permanent employees on the rolls of the company: 582 (as of 31st March 2023)

e Average percentage increase in the salaries of employees other than the KMP in FY 2022-23: 11%*
and percentage increase in key managerial remuneration: 13%

o Affirmation that the remuneration is as per the remuneration policy of the company: The
Company affirms that remuneration of directors and employees of the company is in accordance
with the remuneration policy of the company.

*the average increase in salaries of employees based on performance appraisal during the last

year.

PARTICULARS OF EMPLOYEES UNDER RULE 5(2) OF THE COMPANIES (APPOINTMENT AND
REMUNERATION OF MANAGERIAL PERSONNEL) RULES, 2014
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The statement containing particulars of employees as required under section 197(12) of the Act read with
Rule 5(2) of the Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014, is in
a separate Annexure 4 forming part of this report. A copy of the Board’s Report is being sent to all the
members excluding Annexure 4. The said Annexure is available for inspection by the members at the
Registered Office of the Company during business hours on working days. Any member interested in
obtaining a copy of the same may write to the Company Secretary at the Registered Office of the
Company.

VIGIL MECHANISM AND WHISTLE BLOWER POLICY

Adequate vigil mechanism for directors and employees to report genuine concerns is in place and the
same have been disclosed on the website of the company, www.northernarc.com. No references under
the whistle blower policy were received during the Financial Year 2022-23. The same has also been

affirmed by the Audit Committee of the Board on a quarterly basis.

SECRETARIAL STANDARDS COMPLIANCES

The company has complied with the applicable Secretarial Standards issued by The Institute of Company
Secretaries of India.
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On behalf of the Board

For Northern Arc Capital Limited

P S Jayakumar Ashish Mehrotra
Independent Chairman Managing Director & CEO
DIN: 01173236 DIN: 07277318

Date: 04.12.2023
Place: Chennai
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AUVISURY « COMPIIANCE « SECRFTARIAL

M DAMODARAN & ASSOCIATES LLP

www.mdassociates.co.in

Form No. MR-3
SECRETARIAL AUDIT REPORT
FOR THE FINANCIAL YEAR ENDED 31.03.2023
[Pursuant to section 204(1) of the Companies Act, 2013 and Rule No.9 of the
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014 and
Regulation 24A(1) of the Securities and Exchange Beoard of India (Listing Obligations
and Disclosure Reguirements) Regulations, 2015]).

To,

The Members,

NORTHERN ARC CAPITAL LIMITED
(CIN: U65910TN1989PLC0O17021)

No. 1, Kanagam Village,

10th Floor, IITM Research Park,
Taramani, Chennai - 600113.

I, M. Damodaran, Managing Partner of M Damodaran & Associates LLP, Practicing
Company Secretaries, Chennai have conducted the secretarial audit of the compliance
of applicable statutory provisions and the adherence to good corporate practices by
M/s. NORTHERN ARC CAPITAL LIMITED (hereinafter called the Company).
Secretarial Audit was conducted in a manner that provided me a reasonable basis for

evaluating the corporate conducts/statutory compliances and expressing my opinion
thereon.

Based on my verification of the Company’s books, papers, minute books, forms and
returns filed and other records maintained by the Company and also the information
provided by the Company, its officers, agents and authorized representatives during
the conduct of secretarial audit, I hereby report that in my opinion, the Company has,
during the audit period covering the financial year ended on 31.03.2023 complied
with the statutory provisions listed hereunder and also that the Company has proper
Board-processes and compliance-mechanism in place to the extent, in the manner and
subject to the reporting made hereinafter.

Corporate Office : New No. 6, Old No. 12, Appavoo Gramani 17 Sireet, Mandaveli, Chennai, Tamil Nadu - 600028 Ph : +91 44 4360 1111 E-mail : secretarial@midassociates ca in
Branch Office : 530/B, Sri Sai Nilaya, 18" Main R ad, Sector-3, HSR Layout, Bengaluru, Karnataka - 560 102, Ph : +91 80 4174 0753 E-mail : info bli@indassociales co.in



ADYISORY - COMPUIANCE « SECRETARIAL

I have examined the books, papers, minute books, forms and returns filed and other
records maintained by the Company for the financial year ended on 31.03.2023
according to the provisions of:

(i) The Companies Act, 2013 (the Act) and the rules made there under;

(i) The Securities Contracts (Regulation) Act, 1956 ('SCRA’) and the rules made there

under;

(iii) The Depositories Act, 1996 and the Regulations and Bye-laws framed there under;

(iv) Foreign Exchange Management Act, 1999 and the rules and regulations made
there under to the extent of Foreign Direct Investment and External Commercial

Borrowings;

(v) The following Regulations and Guidelines prescribed under the Securities and
Exchange Board of India Act, 1992 (*SEBI Act’):- (to the extent applicable)

(a) Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015;

(b) Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2018;

(c) Securities and Exchange Board of India (Issue and Listing of Non-
Convertible Securities) Regulations, 2021;

(d) Securities and Exchange Board of India (Registrars to an Issue and Share
Transfer Agents) Regulations, 1993;

(e) Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015;

(f) Securities and Exchange Board of India (Share Based Employee Benefits
and Sweat Equity) Regulations, 2021 - Not applicable during the audit
period;

(vi) Reserve Bank of India Act, 1934 and RBI Directions and Guidelines as applicable
to the Systemically Important non-deposit taking Non-Banking Financial Company.
{




I have also examined compliance with the applicable Clauses of the following:

i Listing Agreements entered into by the Company with the BSE Limited &
National Stock Exchange of India Limited; and

ii. Secretarial Standards (SS-1) for Board Meeting and Secretarial Standards (SS-
2) for General Meeting issued by the Institute of Company Secretaries of India.

During the period under review the Company has complied with the provisions of the
Act, Rules, Regulations, Guidelines, Standards, etc. mentioned above subject to the
following:

The Company does not have server physically located in India for the daily backup of
certain books of accounts and other books and papers maintained in electronic mode
on a daily basis. Subsequent to the year end, the company has taken steps to ensure
backups for such applications maintained by third party are taken on a daily basis in a
server physically located in India.

I further report that the Board of Directors of the Company is duly constituted with
proper balance of Executive, Non-Executive and Independent Directors. The changes in
the composition of the Board of Directors that took place during the period under
review were carried out in compliance with the provisions of the act.

Adequate notice is given to all directors to schedule the Board & Committee Meetings.
Agenda and detailed notes on agenda were sent at least seven days in advance for
meetings other than those held at shorter notice with the consent of all the directors,
and a system exists for seeking and obtaining further information and clarifications on
the agenda items before the meeting and for meaningful participation at the meeting.
As per the minutes of the meetings duly recorded and signed by the Chairman, the
decisions of the Board were unanimous and no dissenting views have been recorded.

I further report that there are adequate systems and processes in the Company
commensurate with the size and operations of the Company to monitor and ensure
compliance with applicable laws, rules, regulations and guidelines.

I further report that the Company is in compliance with Regulation 3(5) & 3(6) of
SEBI (Prohibition of Insider Trading) Regulations, 2015 with respect to Structured
Digital Database.

I further report that during the audit period the company has;

a) issued Redeemable Non-Convertible Debentures on various dates on private
placement basis.

b) redeemed the Redeemable Non-Convertible Debentures on various dates.
o
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allotted 1,36,150 Equity Shares of Rs. 10/- each under Northern ARC Employee
Stock Option Schemes on various dates.

Incorporated Subsidiary Company on 23.02.2023 for obtain a stockbroking in
the debt segment license and to operate as an online bond platform.

I further report that during the audit period the shareholders of the company, inter
alia, has;

a)

b)

c)

d)

f)

passed Special Resolution under section 62 and all other applicable provisions
of the Companies Act, 2013 at the Extra-ordinary General Meeting held on 27
June, 2022 to approve the amendments and adoption of the Northern Arc
Employee Stock Option Scheme II, 2016.

passed Special Resolution under section 149, 197, 198 and all other applicable
provisions of the Companies Act, 2013 at the Extra-ordinary General Meeting
held on 27t June, 2022 for the increase of remuneration of Mr. P S Jayakumar,
Non-Executive Independent Chairman of the Company from Rs. 30 lakhs p.a. to
70 lakhs p.a., payable quarterly, in the form of profit related commission
(exclusive of applicable taxes) within the applicable limits stipulated under the
Companies Act, 2013 and the Rules made thereunder.

passed Special Resolution under section 197, 198 and all other applicable
provisions of the Companies Act, 2013 at the Extra-ordinary General Meeting
held on 27t June, 2022 for the payment of one-time remuneration of Rs. 1.50
cr (Rupees One Crore Fifty Lakhs Only) in the form of profit related commission
(exclusive of applicable taxes) to Dr. Kshama Fernandes, Non-executive
Director of the Company, within the applicable limits stipulated under the
Companies Act, 2013 and the Rules made thereunder.

passed Special Resolution under section 42, 71 and all other applicable
provisions of the Companies Act, 2013 at the Extra-ordinary General Meeting
held on 27t June, 2022 for issue of secured/unsecured non-convertibie
debentures in one or more tranches up to a maximum amount not exceeding
Rs. 5,000 Cr. (Rupees Five Thousand Crore) during a period of one year.

passed Special Resolution under section 5 & 14 of the Companies Act, 2013 at
the Extra-ordinary General Meeting held on 19™ January, 2023 to approve
revisions to the Articles of Association of the Company.

passed an Ordinary Resolution under section 139 and 142 of the Companies
Act, 2013 at the Annual General Meeting held on 30 September, 2022 to re-
appoint S.R. Batliboi & Associates, LLP, Chartered Accountants, having
registration No. 101049W/E-300004 as statutory auditors of the Company for
the financial years 2022-23 & 2023-24. ‘ ,

//
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g) passed Special Resolution under section 186 of the Companies Act, 2013 at the
Annual General Meeting held on 30" September, 2022 to give consent to the
Board of Directors of the Company for investing the funds of the company not
exceeding Rs 2,200 cr (Rupees Two Thousand Two Hundred Crores Only).

h) passed Special Resolution under section 149 and 152 of the Companies Act,
2013 at the Annual General Meeting held on 30" September, 2022 for re-
appointment of Ms. Anuradha Rao (DIN: 07597195) as an Independent Director
of the Company for a period of 3 consecutive years from 31" October, 2022 to
30t October, 2025.

i) passed Special Resolution under section 197 and 198 of the Companies Act,
2013 at the Annual General Meeting held on 30" September, 2022 for payment
of remuneration to non-executive directors of the Company in excess of
prescribed limit of 1% of the net profits of the Company computed in
accordance with Section 198 of the Act, in any financial year(s) during their
remaining tenures as directors of the Company.

j) passed Special Resolution under regulation 17(6) (e) of SEBI LODR at the
Annual General Meeting held on 30% September, 2022 for payment of
remuneration to non-executive directors (including Independent Directors) of
the Company in excess of 50% of the remuneration payable to all non-
executive directors during the financial year 2022-23.

For M DAMODARAN & ASSOCIATES LLP
Place: Chennai
Date: 11.05.2023 ’\/

M. DAMODARAN s
Managing Partner
Membership No.: 5837
COP. No.: 5081

FRN: L2019TN0O06000
PR 1374/2021

ICSI UDIN: FOO5837E000293401

(This report is to be read with my letter of even date which is annexed as Annexure A and
forms an integral part of this report)
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M DAMODARAN & ASSOCIATES LLP

wiwww.mdassaciates.co.in

‘Annexure A’

The Members,
NORTHERN ARC CAPITAL LIMITED,
(CIN: U65910TN1989PLC017021)

No. 1,

Kanagam Village,

10% Floor, IITM Research Park,
Taramani, Chennai — 600113,

My Secretarial Audit Report of even date is to be read along with this letter.

1.

Maintenance of secretarial record is the responsibility of the management of the
company. My responsibility is to express an opinion on these secretarial records
based on my audit.

2. 1 have followed the audit practices and processes as were appropriate to obtain
reasonable assurance about the correctness of the contents of the Secretarial
records. The verification was done on test basis to ensure that correct facts are
reflected in secretarial records. I believe that the processes and practices I followed
provide a reasonable basis for my opinion.

3. I have not verified the correctness and appropriateness of financial records and
Books of Accounts of the company. ‘

4. Where ever required, I have obtained the Management representation about the
compliance of laws, rules and regulations and happening of events etc.

5. The compliance of the provisions of Corporate and other applicable laws, rules,
regulations, standards is the responsibility of management. My examination was
limited to the verification of procedures on test basis.

6. The Secretarial Audit report is neither an assurance as to the future viability of the
company nor of the efficacy or effectiveness with which the management has
conducted the affairs of the company.

For M DAMODARAN & ASSO ES LLP
Place: Chennai
Date: 11.05.2023
M. DAMODARAN .
Managing Partne@f\
Membership No.:* 5837
COP. No.: 5081
FRN: L2019TNO06000
PR 1374/2021
ICSI UDIN:FO05837E000293401
Corporate Office : New No. 6, Old No. 12, Appevon Gramani i Street, Mandaveli, Chennai, Tamil Nadu - 600028 Ph: 491 44 4360 1111 E-mail : secistarial@md.can iales 0o in

Branch Office : 530/B, Sri Sai Nilaya, 18" Main Road, Sector-3, HSR Layout, Bengaluru, Karnataka - 560 102, Ph: 491 80 4174 0768 E-mail @ info hli@mdassaciates eo in



Annexure 3

Disclosure relating to Employees Stock Option Scheme in accordance with Rule 12(9) of the
Companies (Share Capital and Debentures) Rules, 2014

were granted option, during
any one year, equal to or
exceeding one percent of the
issued capital (excluding
outstanding warrants and
conversions) of the company
at the time of grant;

Scheme 1* | Scheme 2* | Scheme 3* | Scheme 4*
(@) | Options granted 382371 3463550 1067936 880000
(b) | Options vested 8000 1536500 763484 112500
(c) | Options exercised 374371 1085550 169352 0
(d) | The total number of shares
arising as a result of exercise of
option - - - -
(e) | Options lapsed 339000 3738950 935688 0
(f) | The exercise price 110-121- 275
181-188- 181-188-
10 210-275 275
(g) | Variation of terms of options
(h) | Money realized by exercise of
options 374371 1085550 169352 -
(i) | Total number of options in force | 382371 2622050 932836 112500
1] Employee wise details of options
granted to: 8000 1536500 763484 112500
(i) key managerial personnel; 2,56,371 14,95,000 4,24,628 6,85,000
No's No's No's No’s
(ii)any other employee who | None None None None
receives a grant of options in
any one year of option
amounting to five percent or
more of options granted
during that year.
(iii) identified employees who | None None None None

*Note: Scheme 1, Scheme 2 and Scheme 3 mentioned above refers to IFMR Capital Employees Stock
Option Plan - Scheme |, IFMR Capital Employees Stock Option Plan - Scheme IlI; and Northern Arc
Capital Limited Employees Stock Option Scheme 2018 respectively.




Annexure 4
ANNUAL REPORT ON CSR ACTIVITIES

1. Brief outline on CSR Policy of the Company

The company’s CSR policy is in line with the mission of ensuring access to financial services to every individual
and enterprise. During the FY 2022-23, the company contributed towards developing the society by providing
Food, clothes and shelter to the elderly and Poor people. Also contributed to build the infrastructure for
development of poor people. The Company also provides educations to many under-privileged and marginalized
children and older students lost their access to education in ways that will never be the same for them.

The complete CSR policy of the Company can be accessed on the company’s website at www.northernarc.com.

2. Composition of CSR Committee:

Designation / Nature of | Number of | Number of
Sl Directorship meetings of CSR | meetings of CSR
No. Name of Director Committee  held | Committee
during the year attended during
the year
1 Mr. Ashutosh Pednekar (Chairperson) 1 1
Independent Director
2 Mr. Michael Fernandes Nominee Director 1 1
3 Dr. Kshama Fernandes Non-Executive Director 1 1
4 Mr. Ashish Mehrotra Managing Director & CEO 1 1

3. Web-link where Composition of CSR committee, CSR Policy and CSR projects approved by the board are
disclosed on the website of the company: https://www.northernarc.com/governance.

4. Details of Impact assessment of CSR projects carried out in pursuance of sub-rule (3) of rule 8 of the
Companies (Corporate Social responsibility Policy) Rules, 2014, if applicable (attach the report): Not
Applicable.

5. Details of the amount available for set off in pursuance of sub-rule (3) of rule 7 of the Companies (Corporate
Social responsibility Policy) Rules, 2014 and amount required for set off for the financial year, if any: Not

Applicable.

6. Average net profit of the company as per section 135(5): INR 1,41,13,60,308
7. (a) Two percent of average net profit of the company as per section 135(5): INR 2,82,27,206

(b) Surplus arising out of the CSR projects or programs or activities of the previous financial years: NIL
(c) Amount required to be set off for the financial year, if any: NIL
(d) Total CSR obligation for the financial year (7a+7b-7c): INR 2,82,27,206

8. (a) CSR amount spent or unspent for the financial year: NIL



Total Amount Spent Amount Unspent (in Rs.)
for the Financial Year. | Total Amount transferred to | Amount transferred to any fund specified under
(in Rs.) Unspent CSR Account as per | Schedule VIl as per second proviso to section 135(5).
section 135(6).
Amount. Date of | Name of the | Amount. Date of transfer.
transfer. Fund
3,76,62,000 NIL - - -- --

(b) Details of CSR amount spent against ongoing projects for the financial year: NIL

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)
S Name Item Local Location of | Project Amount Amount | Amount Mode Mode of
No | of the | from the | area the project. Duration | Allocated | Spentin | transferred | of Implementation -
Project. | list of | (Yes/No) For the the to Unspent | Implemen | Through
activities Project current CSR tation - | Implementing
in (Rs) financial | Account for | Direct Agency
Schedule State | Dist. year (in | the project | (Yes/No) Name | CSR
VIl to the Rs) as per Regn
Act. Section number.
135(6) (in
Rs.)
(c) Details of CSR amount spent against other than ongoing projects for the financial year:
(1) (2) (3) (4) (5) (6) (7) (8)
S Name of the Project Item from the list | Local Location of the | Amount Mode of | Mode of
No. of activities in | area project spent for the | implementat | implementation -
schedule VIl to | (Yes/No) project  (in | ion - Direct | Through
the Act. Rs.). (Yes/No). implementing
agency.

State Dist Name CSR
regist
ration
numb
er.

1. Doorstep School Balwadi No Maharas | Mum | 0.15 crores Northern
programs for htra bai Arc
pre-primary Foundation
children in the
slums of
Mumbai.

2. Swadha Foundation Opening of the No Karnatak | Tumk | 0.40 crores Northern
Tumkur  study a ur Arc
centre where Foundation
around 30
economically
underprivileged
students are
expected to be
benefit

3. Dr. Subramaniam | Free treatment No Tamil - 0.10 crores Northern

(Ashwini Charitable | to patients in 5 Nadu Arc
Foundation ) districts in Foundation
Southern Tamil
Nadu.

4. Vama Trust Elderly care No Tamil Tenka | 0.30 crores Northern
centre food, Nadu si Arc
shelter and Foundation
clothing .




5. Sai  Aashraya Super | Ambulatory Yes TamilNa Chen 0.10 crores Northern
Speciality Hospital services for du nai Arc
building of Sai Foundation
Aashraya Super
Speciality
Hospital to be
built near
6. Punyatma Prabhakar | Food. Medical No Maharas | Mum | 0.36 crores Northern -
Seva Mandal expenses, htra bai Arc
management of Foundation
poor tribal
children for 6
months.
7. Ecosoft School initiatives Yes Tamil Chen 2.00 crores Northern -
Nadu nai Arc
Foundation
8. Cuddles Foundation Nutrition  care NO Maharas | Mum 0.15 crores Northern -
for children htra bai Arc
affected with Foundation
cancer
9. Sparsh Hospice Centre for No Telangan | Hyder | 0.15 crores Northern -
Palliative care for a abad Arc
cancer patients Foundation
10. Other overheads, 0.05 crores Northern --
expenses, attributable Arc
to CSR Foundation

(d) Amount spent in Administrative Overheads: NIL

(e) Amount spent on Impact Assessment, if applicable: Not Applicable

(f) Total amount spent for the Financial Year (8b+8c+8d+8e): 3,76,62,000

(g) Excess amount for set off, if any: Yes

SI No. Particulars Amount (in Rs)
(i) Two percent of average net profit of the company as per | 2,82,27,206
section 135(5)
(ii) Total amount spent for the Financial Year 3,76,62,000
(iii) Excess amount spent for the financial year [(ii)-(i)] 94,34,794
(iv) Surplus arising out of the CSR projects or programmes or | --
activities of the previous financial years, if any
(v) Amount available for set off in succeeding financial years | 94,34,794
[(iii)-(iv)]

9.

(a) Details of Unspent CSR amount for the preceding three financial years:
Preceding | Amount Amount Amount transferred to any fund | Amount
No. | Financial | transferred to | spent in the | specified under Schedule VII as | remaining to be
Year. Unspent CSR | reporting per section 135(6), if any. spent in
Account under | Financial succeeding
section 135 (6) | Year (in Rs.) financial years. (in
(in Rs.) Rs.)
Name of | Amount Date of
the Fund | (in Rs). transfer.
2019-20 40,00,000 40,00,000 NA NA NA NA
2020-21 NIL NIL NA NA NA NA




2021-22

NIL

NIL

NA

NA

NA

NA

Total

(b) Details of CSR amount spent in the financial year for ongoing projects of the preceding financial year(s):NIL

(1) (2) (3) (4) (5) (6) (7) (8) (9)
S No. Project | Name Financial Project Total Amount | Cumulative | Status of
ID of the | Year in | duration | amount | spent on | amount the project
Project | which the allocated | the spent at | -
project was for the | project the end of | Completed
commenced project in the | reporting /0ngoing.
(inRs.) reporting | Financial
Financial | Year. (in
Year (in | Rs.)
Rs)
1 - - - - - - - -
Total

10. In case of creation or acquisition of capital asset, furnish the details relating to the asset so created or
acquired through CSR spent in the financial year: NIL

(asset-wise details).

(a) Date of creation or acquisition of the capital asset(s): Nil
(b) Amount of CSR spent for creation or acquisition of capital asset: Nil
(c) Details of the entity or public authority or beneficiary under whose name such capital asset is registered,

their address etc: Nil

(d) Provide details of the capital asset(s) created or acquired (including complete address and location of

the capital asset): Nil

11. Specify the reason(s), if the company has failed to spend two per cent of the average net profit as per
section 135(5): Not Applicable

Sd/-

Ashish Mehrotra

Managing Director & Chief Executive Officer

DIN: 07277318

Place: Chennai
Date: 04.12.2023

Sd/-

Ashutosh Pednekar
Chairman of CSR Committee
DIN: 00026049
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M DAMODARAN & ASSOCIATES LLP

www.mdassociales.co.in

SECRETARIAL COMPLIANCE REPORT OF
NORTHERN ARC CAPITAL LIMITED FOR THE FINANCIAL YEAR
ENDED 31.03.2023
(Pursuant to Regulation 24A of the Securities and Exchange Board of India
(Listing Obligations and Disclosure Requirements) Regulations, 2015 read
with SEBI Circular No. CIR/CFD/CMD1/27/2019 dated February 08, 2019)

I, M Damodaran, Managing Partner of M Damodaran & Associates LLP,
Practicing Company Secretaries, have conducted the review of the
compliance of the applicable statutory provisions and the adherence to
good corporate practices by NORTHERN ARC CAPITAL LIMITED
(hereinafter referred as ‘the Company’), having its Registered Office at
No. 1, Kanagam Village, 10" Floor, IITM Research Park, Taramani,
Chennai - 600113, Secretarial Review was conducted in a manner that
providled me a reasonable basis for evaluating the corporate
conducts/statutory compliances and to provide my observations thereon.

Based on my verification of the Company’s books, papers, minutes books,
forms and returns filed and other records maintained by the company and
also the information provided by the company, its officers, agents and
authorized representatives during the conduct of Secretarial Review, I
hereby report that the company has, during the review period covering
the financial year ended on March 31, 2023 (“Review Period”) complied
with the statutory provisions listed hereunder in the manner and subject
to the reporting made hereinafter :

1 have examined:

a) all the documents and records made avallable to me and
explanation provided by the Company,

b) the filings/ submissions made by the Company to the stock
exchanges,

c) website of the Company,

d) any other document/ filing, as may be relevant, which has
been relied upon to make this cettification, for the Review
Period in respect of compliance with the provisig ns;of:

Corporate Office: New No. 6, Old Ne. 12 Appavin Gramani 1" Stet, Mandaveli Chennai, Tamil Nadu - 600028 Ph : 491 44 4260 1111 E-mail ; secielanial@mcyssin iales en in
Branch Office : 530/B, Sri Sai Nilaya, 18" Main Road, Sectar -3, HSR Layuut, Bengalury, Karnataka - 560 102, Ph : +91 80 4174 0768 E-mail : info ble@irchsaad iates en in
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Securities and Exchange Board of India Act, 1992 (“"SEBI
Act”) and the Regulations, circulars, guidelines issued
there under; and

Securities Contracts (Regulation) Act, 1956 (“"SCRA"),
rules made there under and the Regulations, circulars,
guidelines issued there under by the Securities and
Exchange Board of India ("SEBI”);

Regulations prescribed under the SEBI Act whose provisions

and the circulars/guidelines issued thereunder, (wherever applicable),
have been examined, include:-

a)

b)

f)

g)

h)

1)

Securities and Exchange Board of India (Listing Obligations
and Disclosure Requirements) Regulations, 2015 (‘SEBI
LODR")

Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) Regulations, 2018 - Not Applicable
during the review period.

Securities and Exchange Board of Indla (Substantial
Acquisition of Shares and Takeovers) Regulations, 2011
- Not Applicable during the review period.

Securities and Exchange Board of India (Prohibition of Insider
Trading) Regulations, 2015 - to the extent applicable to debt
listed companies during the review period.

Securities and Exchange Board of India (Registrars to an
Issue and Share Transfer Agents) Regulations, 1993
regarding the Companies Act and dealing with client.

Securities and Exchange Board of India (Depositories and
Participants) Regulations, 2018.

Securities and Exchange Board of India (Share Based
Employee Benefits and Sweat Equity) Regulations, 2021. -
Not Applicable during the review period.

Securities and Exchange Board of India (Issue and Listing of
Non-Convertible Securities) Regulations, 2021.

Securities and Exchange Board of India (Buyback of
Securities) Regulations, 2018 -~ Not Applicable during the
review period.

Securities and Exchange Board of India (Delisting of Equity
Shares) Regulations, 2021 - Not Applicable during the review
period.




ADYIORY - CUMPLIARCE - SECRETARIAL

and circulars/ guidelines issued thereunder;

and based on the above examination, I hereby report that, during the
Review Period:

a. The Company has complied with the provisions of the above

Regulations and circulars/ guidelines issued thereunder, during the
review period.

b. The Company was not required to take any actions as there were

no observations made by the Secretarial Auditor in previous

reports.

C. The Company has suitably included the conditions as mentioned in

Para 6(A) and Para 6 (B) of the SEBI Circular
CIR/CFD/CMD1/114/2019, dated October 18, 2019 in terms of re-
appointment of statutory auditor of the Company during the review
period.

I hereby further report that, during the Review Period the compliance
status of the Company is appended as below:

Sr. Particulars Compliance Observations/
No. Status Remarks by
(Yes/No/NA) PCS
1. | Secretarial Standards: Yes =

The compliances of the Company are in
accordance with the  applicable
Secretarial Standards (SS) issued by
the Institute of Company Secretaries
India (ICSI), as notified by the Central
Government under section 118(10) of
the Companies Act, 2013 and
mandatorily applicable.
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Adoption and timely updation of the
Palicies:

e All applicable policies under SEBI
Regulations are adopted with the
approval of board of directors of the
Company

e All the policies are in conformity with
SEBI Regulations and have been
reviewed & updated on time, as per the
regulations/circulars/guidelines issued
by SEBI.

Yes

Maintenance and  disclosures _ on
Website:

e The Company is maintaining a
functional website.

» Timely dissemination of the
documents/ information under a
separate section on the website.

¢ Web-links provided in annual
corporate governance reports under
Regulation 27(2) are accurate and
specific which re-directs to the relevant
document(s)/ section of the website.

Yes

Yes

NA

Disqualification of Director:

None of the Director(s) of the Company
is disqualified under Section 164 of
Companies Act, 2013 as confirmed by
the Company.

Yes

Details related to Subsidiaries of the
Company have been examined w.r.t.:
(a) Identification of material
subsidiary companies.
(b) Disclosure requirement of
material as well as other
subsidiaries.

Yes

The Company

does not have

any material
subsidiary
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Preservation of Documents:

The Company is preserving and
maintaining records as prescribed
under SEBI Regulations and disposal of
records as per Policy of Preservation of
Documents and Archival policy
prescribed under SEBI LODR
Regulations, 2015.

Yes

Performance Evaluation:

The Company has conducted
performance evaluation of the Board,
Independent Directors and the
Committees at the start of every
financial year as prescribed in SEBI
Regulations.

Yes

Related Party Transactions:

(a) The Company has obtained prior
approval of Audit Committee for
all related party transactions; or

(b)The Company has provided
detailed reasons along with
confirmation whether the
transactions were subsequently
approved/ratified/rejected by the
Audit Committee, in case no prior
approval has been obtained.

Yes

Not Applicable

Disclosure of events or information:

The Company has provided all the
required disclosure(s) under Regulation
30 along with Schedule III of SEBI
LODR Regulations, 2015 within the time
limits prescribed thereunder.

Yes

10.

Prohibition of Insider Tradina:

The Company is in compliance with
Regulation 3(5) & 3(6) of SEBI
(Prohibition of  Insider Trading)
Regulations, 2015.

Yes
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11.| Actions taken by SEBI or Stock
Exchange(s), if any:

No action(s) has been taken against the
Company / its promoters/ directors/
subsidiaries either by SEBI or by Stock
Exchanges  (including under the
Standard Operating Procedures issued
by SEBI through various circulars)
under SEBI Regulations and circulars/
guidelines issued thereunder.

Yes <

12.| Additional Non-compliances, if any:

No additional non-compliance observed
for any SEBI Yes Z
regulation/circular/guidance note etc.

Assumptions & Limitation of scope and Review:

1. Compliance of the applicable laws and ensuring the authenticity of
documents and information furnished, are the responsibilities of the
management of the Company.

2. My responsibility is to report based upon my examination of
relevant documents and information. This is neither an audit nor an
expression of opinion. s

3. [ have not verified the correctness and appropriateness of financial
Records and Books of Accounts of the Company.

4. This Report is solely for the intended purpose of compliance in
terms of Regulation 24A (2) of the SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015 and is neither an
assurance as to the future viability of the company nor of the
efficacy or effectiveness with which the management has conducted
the affairs of the company.

For M DAMODARAN & AS 0(}1ATES LLP

Place: Chennai
Date: 29.05.2023

M. DAMODARAN
Managing Partner
Membership No.: 5837
COP. No.: 5081
FRN: L2019TN006000 -
PR 1374/2021

ICSI UDIN: FOO5837E000412364




INDEPENDENT AUDITOR’S REPORT
To the Members of Northern Arc Capital Limited

Report on the Audit of the Standalone Financial Statements
Opinion

We have audited the accompanying standalone financial statements of Northern Arc Capital Limited
(the “Company”), which comprise the Balance sheet as at March 31 2023, the Statement of Profit and
Loss, including the statement of Other Comprehensive Income, the Cash Flow Statement and the
Statement of Changes in Equity for the year then ended, and notes to the standalone financial
statements, including a summary of significant accounting policies and other explanatory information.

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid standalone financial statements give the information required by the Companies Act, 2013,
as amended (the “Act”) in the manner so required and give a true and fair view in conformity with the
accounting principles generally accepted in India, of the state of affairs of the Company as at
March 31, 2023, its profit including other comprehensive income, its cash flows and the changes in
equity for the year ended on that date.

Basis for Opinion

We conducted our audit of the standalone financial statements in accordance with the Standards on
Auditing (SAs), as specified under section 143(10) of the Act. Our responsibilities under those
Standards are further described in the ‘Auditor's Responsibilities for the Audit of the Standalone
Financial Statements’ section of our report. We are independent of the Company 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 ethical responsibilities in accordance with
these requirements and the Code of Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion on the standalone financial statements.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the standalone financial statements for the financial year ended March 31, 2023. These matters
were addressed in the context of our audit of the standalone financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. For each
matter below, our description of how our audit addressed the matter is provided in that context.

We have determined the matters described below to be the key audit matters to be communicated in
our report. We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit
of the standalone financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our assessment
of the risks of material misstatement of the standalone financial statements. The results of our audit
procedures, including the procedures performed to address the matters below, provide the basis for our
audit opinion on the accompanying standalone financial statements.



Key audit matters

How our audit addressed the key audit matter

Impairment loss allowance for financial instruments (loan and investments) based on

expected credit loss model —refer notes 3.6, 3.7, 7, 8, 18, 27 and 36 to the standalone

financial statements

Financial instruments, which include Loans and
Investments, represents a significant portion of
the total assets of the Company. The Company
has loans aggregating 6,89,030 lakhs and
investments aggregating 1,69,665.29 lakhs as
at March 31, 2023.

As per the expected credit loss model of the
Company developed in accordance with the
principles set out in Ind-AS 109 on Financial
Instruments , the Company is required to
estimate the probability of loss / expected loss
based on past experience and future
considerations. This involves a significant
degree of estimation and judgement, including
determination of staging of financial assets;
estimation of probability of defaults, loss given
defaults, exposure at defaults; and forward-
looking factors, micro and macro-economic
factors, in estimating the expected credit losses.

Additionally, regulatory changes on asset
classification due to changes pursuant to RBI
Circular dated November 12, 2021 read with
RBI Circular February 15, 2022, have been
collectively considered by the management in
the classification / staging of financial assets
including additional provision as part of its
Expected Credit Loss provision on loans.

In view of the high degree of management’s
judgement involved in estimation of ECL and
the overall significance of the impairment loss
allowance to the financial statements, it is
considered as a key audit matter.

Our audit procedures included the following:

» Read and assessed the Company’s
accounting policies for impairment of financial
assets considering the requirements of Ind AS
109 and the governance framework approved
by the Board of Directors pursuant to Reserve
Bank of India guidelines.

» For expected credit loss provision against
outstanding exposures classified across
various stages, we obtained an understanding
of the Company’s provisioning methodology
(including factors that affect the probability of
default, loss given defaults and exposure at
default; various forward looking, micro- and
macro-economic factors), the underlying
assumptions and the sufficiency of the data
used by management and tested the same on
a sample basis.

» Evaluated the management estimates by
understanding the process of ECL estimation
and related assumptions and tested the
controls around data extraction, validation and
computation.

» Assessed the criteria for staging of loans
based on their past due status as per the
requirements of Ind AS 109. Tested a sample
of performing loans to assess whether any
SICR or loss indicators were present requiring
them to be classified under higher stages.

» Performed tests of controls and details on a
sample basis in respect of the staging of
outstanding exposures, implementation of
Company policy.

» Involved internal experts for testing of the ECL
model and computation, including factors that
affect the PD, LGD and EAD considering
various forward looking, micro and macro-
economic factors.

» Tested assumptions used by the management
in determining the overlay for macro-
economic and other factors.

» Assessed disclosures included in the
standalone financial statements in respect of
expected credit losses.




Key audit matters

How our audit addressed the key audit matter

Fair valuation of financial assets held at fair value through other comprehensive income

(“FVTOCI”) or fair value through profit and loss (“FVTPL”) (collectively “fair value”) — refer

notes 3.8, 7, 8, 24 and 35 to the standalone financial statements

The Company has classified loans aggregating
to 1,82,829.41 Lakhs and investments
aggregating to Rs. 1,10,274 lakhs as held at fair
value through OCI (FVTOCI) and investments
aggregating to Rs. 48,895.91 lakhs as held at
fair value through profit and loss (FVTPL) in
accordance with Ind AS 109. Additionally, the
Company is also required to disclose fair value
of its financial assets and liabilities held at
amortized cost in accordance with Ind AS 107.

The determination of the fair value of financial
assets is considered to be a significant area in
view of the materiality of amounts involved,
judgements involved in selecting the valuation
basis, and use of market data.

Given the degree of complexity involved in
valuation of financial instruments, relative
significance of these financial instruments to the
financial statements and the nature and extent
of audit procedures involved, we determined
this to be a key audit matter.

In view of the significance of the matter, we applied
the following key audit procedures, among others
to obtain sufficient appropriate audit evidence:

» Evaluated and tested the design and
operating effectiveness of the Company’s
control over the assessment of valuation of
investments.

» Involved the internal expert to assess the
reasonableness of the valuation methodology
and underlying assumptions used by the
management to estimate the fair value for
sample of investments.

» Assessed the appropriateness of the valuation
methodology and challenged the valuation
model considered for fair value computation

» Validated the source data and the arithmetical
accuracy of the calculation of valuation of
investments.

» Assessed the adequacy of disclosure in the
standalone financial statements.

Information Technology (IT) systems and controls

Financial accounting and reporting processes,
especially in the financial services sector, are
fundamentally reliant on IT systems and IT
controls to process significant transaction,
hence we identified IT systems and controls as
a key audit matter for the Company.

Automated accounting procedures and IT
environment controls, which include IT
governance, general IT controls over program
development and changes, access to programs
and data and IT operations, are required to be
designed and to operate effectively to ensure
reliable financial reporting.

Any gaps in the IT control environment could
result in a material misstatement of the financial
accounting and reporting records.

Therefore, due to the pervasive nature and
complexity of the |IT environment, the
assessment of the general IT controls and the
application controls specific to the accounting
and preparation of the financial information is
considered to be a key audit matter.

Our audit procedures focused on the IT
infrastructure and applications relevant to financial
reporting of the Company:

» The aspects covered in the assessment of IT
General Controls comprised: (i) User Access
Management; (i) Program Change
Management; (iii) Other related ITGCs — to
understand the design and test the operating
effectiveness of such controls in respect of
information systems that are important to
financial reporting (“in-scope applications”).

» Tested the changes that were made to the in-
scope applications during the audit period to
assess changes that have impact on financial
reporting.

» Tested the periodic review of access rights,
inspected requests of changes to systems for
appropriate approval and authorization.

» Performed tests of controls (including other
compensatory controls, wherever applicable)
on the IT application controls and IT
dependent manual controls in the system.

» Tested the design and operating effectiveness
of compensating controls, where deficiencies




Key audit matters How our audit addressed the key audit matter

were identified and, where necessary,
extended the scope of our substantive audit
procedures.

We have determined that there are no other key audit matters to communicate in our report.
Other Information

The Company’s Board of Directors is responsible for the other information. The other information
comprises the information included in the Annual Report, but does not include the standalone and
consolidated financial statements and our auditor’s report thereon. The Other Information is expected
to be made available to us after the date of this auditor's report.

Our opinion on the standalone financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the standalone financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether such other
information is materially inconsistent with the standalone financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated.

When we read other information, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance

Responsibilities of Management and Those Charged with Governance for the Standalone
Financial Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the Act with
respect to the preparation of these standalone financial statements that give a true and fair view of the
financial position, financial performance including other comprehensive income, cash flows and
changes in equity of the Company in accordance with the accounting principles generally accepted in
India, including the Indian Accounting Standards (Ind AS) specified under section 133 of the Act read
with the Companies (Indian Accounting Standards) Rules, 2015, as amended. This responsibility also
includes maintenance of adequate accounting records in accordance with the provisions of the Act for
safeguarding of the assets of the Company and for preventing and detecting frauds and other
irregularities; selection and application of appropriate accounting policies; making judgments and
estimates that are reasonable and prudent; and the design, implementation and maintenance of
adequate internal financial controls, that were operating effectively for ensuring the accuracy and
completeness of the accounting records, relevant to the preparation and presentation of the standalone
financial statements that give a true and fair view and are free from material misstatement, whether due
to fraud or error.

In preparing the standalone financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those Charged with Governance are also responsible for overseeing the Company’s financial reporting
process.



Auditor’s Responsibilities for the Audit of the Standalone Financial Statements

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

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

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

* Obtain an understanding of internal control relevant to the audit in order to design audit 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 Company has adequate internal financial
controls with reference to financial statements in place and the operating effectiveness of such
controls.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Company
to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the standalone financial statements,
including the disclosures, and whether the standalone financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

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

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the standalone financial statements for the financial year ended
March 31, 2023 and are therefore the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.



Report on Other Legal and Regulatory Requirements

1.

As required by the Companies (Auditor's Report) Order, 2020 (the “Order”), issued by the Central
Government of India in terms of sub-section (11) of section 143 of the Act, we give in the
“Annexure 1” a statement on the matters specified in paragraphs 3 and 4 of the Order.

As required by Section 143(3) of the Act, we report that:

@)

We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit;

(b) In our opinion, proper books of account as required by law have been kept by the company so

(©

(d)

(e)

()

(@

(h)

@

far as it appears from our examination of those books, except that the back-up of the certain
books of account and other books and papers maintained in electronic mode has not been
maintained on servers physically located in India on a daily basis, as stated in note 81A to the
financial statements;

The Balance Sheet, the Statement of Profit and Loss including the Statement of Other
Comprehensive Income, the Cash Flow Statement and Statement of Changes in Equity dealt
with by this Report are in agreement with the books of account;

In our opinion, the aforesaid standalone financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Companies (Indian Accounting
Standards) Rules, 2015, as amended,;

On the basis of the written representations received from the directors as on March 31, 2023
taken on record by the Board of Directors, none of the directors is disqualified as on
March 31, 2023 from being appointed as a director in terms of Section 164 (2) of the Act;

With respect to the adequacy of the internal financial controls with reference to these
standalone financial statements and the operating effectiveness of such controls, refer to our
separate Report in “Annexure 2” to this report;

In our opinion, the managerial remuneration for the year ended March 31, 2023 has been paid
/ provided by the Company to its directors in accordance with the provisions of section 197 read
with Schedule V to the Act;

The observation relating to the maintenance of accounts and other matters connected therewith
are as stated in the paragraph (b) above; and

With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, as amended in our opinion and to
the best of our information and according to the explanations given to us:

i.  The Company has disclosed the impact of pending litigations on its financial position in its
standalone financial statements — Refer Note 38 to the standalone financial statements;

ii. The Company has made provision, as required under the applicable law or accounting
standards, for material foreseeable losses, if any, on long-term contracts including
derivative contracts — Refer Note 12 to the standalone financial statements;

iii.  There were no amounts which were required to be transferred to the Investor Education
and Protection Fund by the Company.

iv. a) The management has represented that, to the best of its knowledge and belief, other
than as disclosed in the note 81 to the standalone financial statements, no funds have
been advanced or loaned or invested (either from borrowed funds or share premium or
any other sources or kind of funds) by the Company to or in any other person(s) or
entity(ies), including foreign entities (“Intermediaries”), with the understanding, whether



recorded in writing or otherwise, that the Intermediary shall, whether, directly or indirectly
lend or invest in other persons or entities identified in any manner whatsoever by or on
behalf of the Company (“Ultimate Beneficiaries”) or provide any guarantee, security or the
like on behalf of the Ultimate Beneficiaries;

b) The management has represented that, to the best of its knowledge and belief, other
than as disclosed in the note 81 to the standalone financial statements, no funds have
been received by the Company from any person(s) or entity(ies), including foreign entities
(“Funding Parties”), with the understanding, whether recorded in writing or otherwise, that
the Company shall, whether, directly or indirectly, lend or invest in other persons or entities
identified in any manner whatsoever by or on behalf of the Funding Party (“Ultimate
Beneficiaries”) or provide any guarantee, security or the like on behalf of the Ultimate
Beneficiaries; and

¢) Based on such audit procedures performed that have been considered reasonable and
appropriate in the circumstances, nothing has come to our notice that has caused us to
believe that the representations under sub-clause (a) and (b) contain any material
misstatement.

v. No dividend has been declared or paid during the year by the Company; and

vi. As proviso to Rule 3(1) of the Companies (Accounts) Rules, 2014 is applicable for the
Company only w.e.f. April 1, 2023, reporting under this clause is not applicable.

For S.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

per Bharath N S

Partner

Membership Number: 210934
UDIN: 23210934BGYJLZ8718
Place of Signature: Chennai
Date: May 11, 2023



Annexure ‘1’ referred to in paragraph under the heading “Report on other legal and regulatory
requirements” of our report of even date

Re: Northern Arc Capital Limited (the “Company”)

In terms of the information and explanations sought by us and given by the company and the books of
account and records examined by us in the normal course of audit and to the best of our knowledge
and belief, we state that:

@A)

(a)(B)
(b)

(©)

(d)

(e)

(ih(2)

(b)

(iii)(2)

(b)

()

The Company has maintained proper records showing full particulars, including quantitative
details and situation of property, plant and equipment.

The Company has maintained proper records showing full particulars of intangibles assets.

All Property, Plant and Equipment were physically verified by the management in accordance
with a planned programme of verifying them once in two years which is reasonable having
regard to the size of the Company and the nature of its assets. No material discrepancies
were noticed on such verification.

There is no immovable property (other than properties where the Company is the lessee and
the lease agreements are duly executed in favour of the lessee), held by the Company and
accordingly, the requirement to report on clause 3(i)(c) of the Order is not applicable to the
Company.

The Company has not revalued its Property, Plant and Equipment (including right of use
assets) or intangible assets during the year ended March 31, 2023.

There are no proceedings initiated or are pending against the Company for holding any
benami property under the Prohibition of Benami Property Transactions Act, 1988 and rules
made thereunder.

The Company’s business does not require maintenance of inventories and, accordingly, the
requirement to report on clause 3(ii)(a) of the Order is not applicable to the Company.

As disclosed in note 15 to the financial statements, the Company has been sanctioned
working capital limits in excess of Rs. five crores in aggregate from banks during the year on
the basis of security of current assets of the Company. Based on the records examined by us
in the normal course of audit of the financial statements, the quarterly returns/statements filed
by the Company with such banks are in agreement with the unaudited books of accounts of
the Company. The Company do not have sanctioned working capital limits in excess of Rs.
five crores in aggregate from financial institutions during the year on the basis of security of
current assets of the Company.

The company’s principle business is to give loans and is a registered Non-Banking Financial
Company (“NBFC”), accordingly, reporting under clause (iii)(a) is not applicable.

During the year the investments made, guarantees provided, security given and the terms
and conditions of the grant of all loans and advances in the nature of loans, investments and
guarantees to companies, firms, Limited Liability Partnerships or any other parties are not
prejudicial to the Company's interest.

In respect of loans and advances in the nature of loans, granted by the Company as part of
its business of providing loans to retail customers as well as providing non-retail customers,
the schedule of repayment of principal and payment of interest has been stipulated by the
Company. Having regard to the voluminous nature of loan transactions, it is not practicable
to furnish entity-wise details of amounts, due date for repayment or receipt and the extent of
delay (as suggested in the Guidance Note on CARO 2020, issued by the Institute of Chartered
Accountants of India for reporting under this clause) in this Annexure 1, in respect of loans
and advances which were not repaid / paid when they were due or were repaid / paid with a
delay, in the normal course of lending business.



(d)

(e)

(®

(iv)

(v)

(Vi)

(vii) (a)

Further, except in respect of 1,86,826 loans with aggregate exposure of principal and interest
of Rs 16,233.93 lakhs where there are delays or defaults in repayment of principal and / or
interest as at the balance sheet date, in respect of which the Company has disclosed asset
classification in note 81B to the standalone financial statements in accordance with Indian
Accounting Standards (Ind AS) and the guidelines issued by the Reserve Bank of India, the
parties are repaying the principal amounts, as stipulated, and are also regular in payment of
interest, as applicable.

In respect of loans and advances in the nature of loans, the total amount outstanding of loans
classified as credit impaired (“Stage 3”) is Rs 6,310.92 lakhs in respect of 84,656 loans as at
March 31, 2023, as disclosed in note 81B to the financial statements. In such instances, in
our opinion, reasonable steps have been taken by the Company for recovery of the overdue
amount of principal and interest.

The company’s principle business is to give loans and is a registered NBFC, accordingly,
reporting under clause (iii)(e) is not applicable.

The Company has not granted any loans or advances in the nature of loans, either repayable
on demand or without specifying any terms or period of repayment to companies, firms,
Limited Liability Partnerships or any other parties. Accordingly, the requirement to report on
clause 3(iii)(f) of the Order is not applicable to the Company.

In our opinion and according to the information and explanations given to us, the Company
has complied with the provisions of Section 185 and sub-section (1) of Section 186 of the Act
in respect of the loans and investments made and guarantees and security provided by it.
The provisions of sub-sections (2) to (11) of Section 186 are not applicable to the Company
as it is a non-banking financial company registered with the RBI engaged in the business of
giving loans.

The Company has neither accepted any deposits from the public nor accepted any amounts
which are deemed to be deposits within the meaning of sections 73 to 76 of the Companies
Act and the rules made thereunder, to the extent applicable. Accordingly, the requirement to
report on clause 3(v) of the Order is not applicable to the Company

The Company is not in the business of sale of any goods or provision of such services as
prescribed. Accordingly, the requirement to report on clause 3(vi) of the Order is not
applicable to the Company.

The Company is regular in depositing with appropriate authorities undisputed statutory dues
including goods and services tax, provident fund, income-tax, goods and service tax, cess
and other statutory dues applicable to it. However, there are delays in depositing of employee
state insurance dues. According to the information and explanations given to us and based
on audit procedures performed by us, no undisputed amounts payable in respect of these
statutory dues were outstanding, except in case of employees’ state insurance which were
outstanding, at the year end for a period of more than six months from the date they became
payable, as follows:



Statement of Arrears of Statutory Dues Outstanding for More than Six Months

Rs. In Lakhs.
Name of Nature of Amount Period to Due Date of | Remarks,
the Statute | the Dues (Rs.) which the Date Payment | if any
amount
relates
Employees’ ESI 0.35 lakhs | January 2022 15" of | Not Paid | NA
State Payable to October the
Insurance 2022 following
Corporation month
Employees’ ESI 0.17 lakhs Mar-23 15-Apr- | 17-Apr- | NA
State Payable 23 23
Insurance
Corporation

(vii)(b)

According to the records of the Company, the dues of goods and services tax, service tax
and income-tax have not been deposited on account of any dispute, are as follows:

Rs. In Lakhs.

Name
statute

of the | Nature of the | Disputed | Period to which | Forum where the dispute is
dues Amount the amount | pending
relates

Income-Tax Act, | Tax and 255.99 | AY 2014-15 Income tax Appellate Tribunal

1961

interest

Income
1961

Tax Act, | Tax and 172.54 | AY 2017-18 Commissioner of Income tax
interest (Appeals)

(viii)

(ix)(a)

(ix)(b)

(ix)(c)

(ix)(d)

(ix)(e)

()0

The Company has not surrendered or disclosed any transaction, previously unrecorded in the
books of account, in the tax assessments under the Income Tax Act, 1961 as income during
the year. Accordingly, the requirement to report on clause 3(viii) of the Order is not applicable
to the Company.

The Company has not defaulted in repayment of loans or other borrowings or in the payment
of interest thereon to any lender.

The Company has not been declared wilful defaulter by any bank or financial institution or
government or any government authority.

Monies raised during the year by the Company by way of term loans has been applied for the
purpose for which they were raised other than temporary deployment pending application of
proceeds

On an overall examination of the financial statements of the Company, no funds raised on
short-term basis have been used for long-term purposes by the Company.

On an overall examination of the financial statements of the Company, the Company has not
taken any funds from any entity or person on account of or to meet the obligations of its
subsidiaries, associates or joint ventures:

The Company has not raised loans during the year on the pledge of securities held in its
subsidiaries or associates. Hence, the requirement to report on clause (ix)(f) of the Order is
not applicable to the Company.




(x)(a)

(x)(b)

(xi)(a)

(xi)(b)

(xi)(c)

(xii)

(xiii)

(xiv)(a)

(xiv)(b)

(xv)

(xvi)(@)

(xvi)(b)

(xvi)(c)

(xvi)(d)

(xvii)

(xviii)

(xix)

The Company has not raised any money during the year by way of initial public offer / further
public offer (including debt instruments) hence, the requirement to report on clause 3(x)(a) of
the Order is not applicable to the Company.

The Company has not made any preferential allotment or private placement of shares /fully
or partially or optionally convertible debentures during the year under audit and hence, the
requirement to report on clause 3(x)(b) of the Order is not applicable to the Company.

No fraud by the Company or no material fraud on the Company has been noticed or reported
during the year.

During the year, no report under sub-section (12) of section 143 of the Companies Act, 2013
has been filed by secretarial auditor or by us in Form ADT — 4 as prescribed under Rule 13
of Companies (Audit and Auditors) Rules, 2014 with the Central Government.

As represented to us by the management, there are no whistle blower complaints received
by the Company during the year.

The Company is not a nidhi Company as per the provisions of the Companies Act, 2013.
Therefore, the requirement to report on clause 3(xii)(a),(b),(c) of the Order is not applicable
to the Company.

Transactions with the related parties are in compliance with sections 177 and 188 of
Companies Act, 2013 where applicable and the details have been disclosed in the notes to
the financial statements, as required by the applicable accounting standards.

The Company has an internal audit system commensurate with the size and nature of its
business.

The internal audit reports of the Company issued till the date of the audit report, for the period
under audit have been considered by us.

The Company has not entered into any non-cash transactions with its directors or persons
connected with its directors and hence requirement to report on clause 3(xv) of the Order is
not applicable to the Company.

The Company has registered as required, under section 45-IA of the Reserve Bank of India
Act, 1934 (2 of 1934).

The Company has not conducted any Non-Banking Financial or Housing Finance activities
without obtaining a valid Certificate of Registration (CoR) from the Reserve Bank of India as
per the Reserve Bank of India Act, 1934.

The Company is not a Core Investment Company as defined in the regulations made by
Reserve Bank of India. Accordingly, the requirement to report on clause 3(xvi)(c) of the Order
is not applicable to the Company.

There is no Core Investment Company as a part of the Group, hence, the requirement to
report on clause 3(xvi)(d) of the Order is not applicable to the Company.

The Company has not incurred any cash losses in the current year. The Company has not
incurred cash losses in the immediately preceding financial year.

There has been no resignation of the statutory auditors during the year and accordingly
requirement to report on Clause 3(xviii) of the Order is not applicable to the Company.

On the basis of the financial ratios disclosed in Note 80 to the financial statements, ageing
and expected dates of realization of financial assets and payment of financial liabilities, other
information accompanying the financial statements, our knowledge of the Board of Directors
and management plans and based on our examination of the evidence supporting the



(xx)(@)

(xx)(b)

assumptions, nothing has come to our attention, which causes us to believe that any material
uncertainty exists as on the date of the audit report that Company is not capable of meeting
its liabilities existing at the date of balance sheet as and when they fall due within a period of
one year from the balance sheet date. We, however, state that this is not an assurance as to
the future viability of the Company. We further state that our reporting is based on the facts
up to the date of the audit report and we neither give any guarantee nor any assurance that
all liabilities falling due within a period of one year from the balance sheet date, will get
discharged by the Company as and when they fall due.

In respect of other than ongoing projects, there are no unspent amounts that are required to
be transferred to a fund specified in Schedule VII of the Companies Act (the Act), in
compliance with second proviso to sub section 5 of section 135 of the Act. This matter has
been disclosed in Note 30.2 to the financial statements.

There are no unspent amounts in respect of ongoing projects, that are required to be
transferred to a special account in compliance of provision of sub section (6) of section 135
of Companies Act. This matter has been disclosed in Note 30.2 to the financial statements..

For S.R. BATLIBOI & ASSOCIATES LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W / E300004

per Bharath N S

Partner

Membership Number: 210934
UDIN: 23210934BGYJLZ8718
Place of signature: Chennai
Date: May 11, 2023



ANNEXURE 2 TO THE INDEPENDENT AUDITOR’S REPORT OF EVEN DATE ON THE
STANDALONE FINANCIAL STATEMENTS OF NORTHERN ARC CAPITAL LIMTED

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (the “Act”)

We have audited the internal financial controls with reference to standalone financial statements of
Northern Arc Capital Limited (the “Company”) as of March 31, 2023 in conjunction with our audit of the
standalone financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s Management is responsible for establishing and maintaining internal financial controls
based on the internal control over financial reporting criteria established by the Company considering
the essential components of internal control stated in the Guidance Note on Audit of Internal Financial
Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India (“ICAI").
These responsibilities include the design, implementation and maintenance of adequate internal
financial controls that were operating effectively for ensuring the orderly and efficient conduct of its
business, including adherence to the Company’s policies, the safeguarding of its assets, the prevention
and detection of frauds and errors, the accuracy and completeness of the accounting records, and the
timely preparation of reliable financial information, as required under the Companies Act, 2013.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls with reference
to these standalone financial statements based on our audit. We conducted our audit in accordance
with the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the “Guidance
Note”) and the Standards on Auditing, as specified under section 143(10) of the Act, to the extent
applicable to an audit of internal financial controls, both issued by ICAI. Those Standards and the
Guidance Note require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether adequate internal financial controls with reference to these
standalone financial statements was established and maintained and if such controls operated
effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls with reference to these standalone financial statements and their operating
effectiveness. Our audit of internal financial controls with reference to standalone financial statements
included obtaining an understanding of internal financial controls with reference to these standalone
financial statements, assessing the risk that a material weakness exists, and testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk. The procedures
selected depend on the auditor's judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the Company’s internal financial controls with reference to these standalone
financial statements.

Meaning of Internal Financial Controls With Reference to these Standalone Financial Statements

A company's internal financial controls with reference to standalone financial statements is a process
designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company's internal financial controls with reference to standalone financial
statements includes those policies and procedures that (1) pertain to the maintenance of records that,
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorisations
of management and directors of the company; and (3) provide reasonable assurance regarding



prevention or timely detection of unauthorised acquisition, use, or disposition of the company's assets
that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls With Reference to Standalone Financial
Statements

Because of the inherent limitations of internal financial controls with reference to standalone financial
statements, including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any evaluation
of the internal financial controls with reference to standalone financial statements to future periods are
subject to the risk that the internal financial control with reference to standalone financial statements
may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, adequate internal financial controls with
reference to standalone financial statements and such internal financial controls with reference to
standalone financial statements were operating effectively as at March 31, 2023, based on the internal
control over financial reporting criteria established by the Company considering the essential
components of internal control stated in the Guidance Note issued by the ICAI.

For S.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

per Bharath N S

Partner

Membership Number: 210934
UDIN: 23210934BGYJLZ8718
Place of Signature: Chennai
Date: May 11, 2023



Northern Arc Capital Limited
Standalone Balance Sheet as at March 31, 2023
(All amounts are in Indian Rupees in lakhs unless otherwise stated)

As at As at
Particulars Note March 31,2023 March 31, 2022
ASSETS
Financial assets
Cash and cash equivalents 4 20,401.99 70,421.30
Bank balances other than cash and cash equivalents 5 18,314.20 8,734.44
Derivative financial instruments 12 6,104.84 151.85
Trade receivables 6 1,890.98 1,814.50
Loans 7 6,89,030.00 5,22,265.41
Investments 8 1,69,665.29 1,63,934.08
Other financial assets 9 4,501.98 7,067.38
9,09,909.28 7,74,388.96
Non-financial assets
Current tax assets (net) 2,127.90 4,056.59
Deferred tax assets (net) 31 3,442.89 1,360.33
Property, plant and equipment 10.1 219.85 157.86
Right of use asset 10.2 652.85 780.91
Intangible assets under development 10.3 98.87 28.44
Other Intangible assets 104 1,336.01 940.10
Goodwill 10.5 2,085.13 -
Other non-financial assets 11 601.63 1,807.59
10,565.13 9,131.82
Total assets 9,20,474.41 7,83,520.78
LIABILITIES AND EQUITY
LIABILITIES
Financial liab