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Disclaimer

This Code of Conduct Assessment (hereinafter referred to as ‘COCA") report is prepared by CARE Analytics and
Advisory Private Limited (hereinafter referred to as ‘CareEdge Advisory”) and reflects CareEdge Advisory’s current
opinion on the performance of a MFI on COCA dimensions based on a one-time assessment which is not subject
to any periodic surveillance. The company/entity may approach CareEdge Advisory for review upon happening of
materialistic changes in the company/entity and CareEdge Advisory may review the COCA for a predetermined
fee. The COCA does not constitute an audit of the MFI by CareEdge Advisory. CareEdge Advisory does not
perform an audit function to detect fraud. The COCA is based on the information provided by the
company/entity/MFI. CareEdge Advisory has not independently verified the information provided by the
company/entity/MFI. CareEdge Advisory does not guarantee the accuracy or completeness of any information on
which the COCA is based. CareEdge Advisory is not responsible for any errors or omissions in the report and
especially states that it has no financial liability, whatsoever, to the user of such COCA.

CareEdge Advisory’s COCA is not a recommendation to buy, sell or hold any financial instrument issued by the
MFI or to make loans/ donations/ grants to the MFI. It is not an assessment of the debt servicing ability of the
MFI. The COCA assigned by CareEdge Advisory cannot be used by the company/entity/MFI in any form for
mobilizing deposits/savings/thrift from its members or general public.

CareEdge Advisory’s COCA also does not indicate compliance/violation of various statutory requirements.
CareEdge Advisory shall not be liable for any losses incurred by users from any use of the COCA. CareEdge
Advisory or its affiliates may have other commercial transaction with the company/entity.
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Comprehensive COCA Grading

Sindhuja Microcredit Private Limited (SMPL)
Comprehensive Grade Assigned: C1

Date assigned: February 08™, 2024

Grading Rationale

Sindhuja Microcredit Private Limited (SMPL) has been
assigned “C1"” as its Code of Conduct Assessment Grade
signifies ‘excellent’ performance on COCA dimensions.

Code of Conduct Assessment
Grade

Code of Conduct Grading Assessment has been done on the indicators pertaining to
Transparency, Client Protection, Governance, Recruitment, Client Education,
Feedback & Grievance Redressal and Data Sharing. Some of these indicators have been
categorized as Higher Order indicators consisting of indicators on Integrity and Ethical
Behavior and Sensitive Indicators.

Code of Conduct Assessment scale and definitions

MFIs with this grade have excellent performance on Code of Conduct dimensions ‘

C2 MFIs with this grade have good performance on Code of Conduct dimensions
C3 MFIs with this grade have average performance on Code of Conduct dimensions
C4 MFIs with this grade have weak performance on Code of Conduct dimensions
C5 MFIs with this grade have weakest performance on Code of Conduct dimensions

MFI’s profile (September 30, 2023)

Name of the MFI Sindhuja MicroCredit Private Limited
Legal form NBFC-MFI

Managing Director Mr. Abhisheka Kumar

CEO Mr. Malkit Singh Didyala
Year of starting microfinance April 30, 2018
Branches 203

Total SHG/JLG borrowers (Number) 3,08,096

Total staff 1,433
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Operational area
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MFI’s profile (September 30, 2023)

Assessment Duration

January 015t 2024 to February 06, 2024

Correspondence address

Office No. 601-607, 6th Floor, Tower A,
Noida One, Plot No. 8, Block B, Sector 62,
Noida, Dist. Gautam Budh Nagar, UP 201307

Historical COCA Grading

Rati
November 2022 -
November 2023

ng Agency
SMERA

Comprehensive Grading

C

2

Historical Ratings

Year \ Rating Agency Comprehensive Rating |
January 04, 2024 CRISIL CRISIL BBB/Stable
December 20, 2023 India Ratings & Research IND BBB/Stable

Loan Products

Name of the Sindhuja Sindhuja Sindhuja Sindhuja
loan product Pallav Ankur Pushp Pushpaj
Loan term 29 fortnightly/ | 36  fortnightly/ | 53 fortnightly/26 | 64 fortnightly/32
14 4weekly 184weekly; 53 | 4weekly 4weekly
fortnightly/ 26
4weekly
Loan size %15,000-% %25,000-% %60,000-% %1,00,000-%
20,000 55,000 70,000 1,25,000
Interest rate 26% 26% 26% 25%
Repayment policy | Fortnightly/4 Fortnightly/4 Fortnightly/4 Fortnightly/4
Weekly Weekly Weekly Weekly
Loan processing | 1.25 % 1.25 % 1.25% 1.5%
fees
Any other fees - - - -
Penalty if any - - - -
Type of Interest | Reducing Reducing Reducing Reducing
rate (Flat or
Reducing)

Ownership/Equity Structure (as on September 30, 2023)

S. No. Shareholder % No. of Shares held
1 NMI FUND 1V KS (CCPS) 34.47% 1,14,75,336
2 Carpediem Capital Partners Fund I 22.20% 73,89,890
3 Carpedium Capital Partners Fund II (CCPS) | 14.44% 48,07,623
4 Angel Investors 9.53% 31,70,543
5 Mr. Abhisheka Kumar 9.23% 30,72,600
6 Mr. Malkit Singh Didyala 7.27% 24,20,000
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S. No. Shareholder No. of Shares held
Carpedium Capital Partners Fund II 1.72% 5,71,000

ESOP 1.14% 3,79,239

TOTAL 100% 3,32,86,231

Profile of Directors of Sindhuja Microcapital Private Limited

Independ

Qua_lllflca Brief Profile Designati _ent
tion on Director
(Yes/No)

Total years
of
experience

Age

Abhisheka has experience as the
founding team member of a new
generation Micro Finance
Company and Small Finance Bank
n India. Prior to Sindhuja he was
the CFO of Utkarsh Small Finance
Bank Ltd. and the founding
member of Utkarsh Micro Finance
Mr. where he as part of leadership
Abhisheka | 47 MBA  fteam steered the start-up to a
Kumar major MFI & then to an SFB. Prior
to his more than 8 years journey
with Utkarsh Micro Finance and
Utkarsh Small Finance Bank, he
was with ICICI Bank for more
than 4 years. He is alumnus of
St.Xavier's College, Kolkata and
Institute of Rural Management,
Anand (IRMA).
Malkit brings over 19 years of
experience in banking and
finance with reputed financial
institutions like Bajaj Finance,
ICICI Bank and Utkarsh Small
Finance Bank. His experience is Whole
steeped in business Time
development roles across | Director &
Microfinance, MSME Lending, CEO
Mortgage Malkit is an alumnus
of  Regional Institute of
Education, Bhubaneswar &
Institute of Rural Management,
Anand (IRMA).
Abhishek Sharman has 12 years
of experience in private equity in
India. Abhishek leads
Abhishek 4 MBA Carpediem’s investment strategy | Nominee
Sharman and also spearheads the fund- | Director
raising activities. Abhishek has
received a management degree
from the Indian Institute of

Managing

Director No 21

Mr. Malkit
Singh 42 MBA
Didyala

No 19

No 12
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Independ
ent
Director

(Yes/No)

Total years
of
experience

Qualifica Designati

Brief Profile

tion on

Management (IIM), Calcutta and

an engineering degree from the
Indian Institute of Technology
(IIT), Delhi.

Yashvant
Malhotra

73

PG

Yashvant Malhotra is retired
Addl. Director General CID &
Crime (Bihar) from the Indian
Police Service (Bihar Cadre,
1975 Batch).
He is a postgraduate in History
from Hindu College, Delhi
University.

Director
(Independ
ent)

Yes

Mr. Arvind
C Nair

67

MBA

Mr. Arvind C Nair has over 35
years of operating and private
equity experience across retail
and consumer products
companies. He serves on the
board of the following Fund I's
portfolio  companies, Nyssa
Retail Private Limited (1- India
Family Mart) and Thea Kitchen
Private Limited (Biryani Blues).
Mr. Arvind C. Nair has received
Management degree from the
Indian Institute of Management
(IIM), Ahmedabad.

Nominee
Director

No

35

Jagriti
Bhandari

31

B. Tech

Jagriti is associated with NMI as
Senior Investment Associate.
She has over 7 vyears of
experience in Impact investing,
Investment Banking and
Strategic Consulting projects.
Ms. Bhandari has worked across
investment lifecycle including
origination, execution and
relationship management.

Additional
Director
(Non-
executive
Nominee
Director)

No

Mr.
Sandeep
Shashidha
r
Phanasga
onkar

64

MBA

Sandeep is founder of
‘agileITvantages’” and advises
enterprises, large consulting
firms and PE/VC portfolio
companies in digital business
strategy, transformation and
governance.

Sandeep was Group CIO at
Access Bank, a dominant
Nigerian and pan African bank.
Sandeep has an MBA in Finance
from JBIMS, Mumbai University,
a diploma in Digital Strategies
for Business from Columbia
Business School and certification
in Artificial Intelligence, Design
Thinking from MIT Sloan.

Director
(Independ
ent)

Yes
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Al Total years
Name Age Qua_lllflca Brief Profile slgsat _ent of
tion on Director experience
(Yes/No) P
Diwakar Pundir has experience
of more than 18 years in the
Banking & NBFC industries with
specialization in Risk
Management & Underwriting in
Diwakar SME & Mid-Market Segments, | Director
Pundir 46 MBA across products like Working | (Independ Yes 18
Capital & Term Loans, Business ent)
Loans, Home Loans, Loans
Against  Properties, Personal
Loans, Construction Equipment
Finance, Loans Against Liquid
Securities etc.
Key Performance Ratios
September 2023
Portfolio at Risk (>30 days) 1.31%
Capital to Risk Weighted Capital Adequacy o
Ratio (CRAR) 21.40%
Operating Expense Ratio (OER) 67.55%
Funding Expense Ratio (FER) 10.86%
Return on Assets (RoA) 3.57%
Return on Net Worth (RONW) 19.18%
Operating Expense to AUM 8.58%
Average Loan Outstanding per Field Staff (Rs.
0.05
Crores)
Active borrowers per branch 1518
Active borrowers per Loan Officer 349

Compliance with RBI’s Directions for MFIs

RBI Norms

Qualifying assets to constitute not less than 75% of its
total assets

Position
Complied with

Classification of Qualifying assets

Annual Income| <=Rs. 3,00,000 Complied with
of Borrower’s
Family
Collateral Without collateral - the loan not linked with a lien on  |[Complied with
the deposit account of the borrower.
Repayment e Board approved policy to provide the flexibility ofiComplied with, we have
Model repayment periodicity on microfinance loans as{Fortnightly/4 Weekly
per borrowers’ requirement repayment periodicity.
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e Monthly loan obligation <= 50% of monthly
household income

We have FOIR rule of <=
50% of monthly household
income built in the Credit
bureau at the time of
origination.

Interest Rate

Board-approved policy regarding pricing of
microfinance loans

Complied with, The policy
is uploaded on company

website
Penalty e No prepayment penalty There is no penalty levied
e Penalty, if any, for delayed payment applied on |by the company

the overdue amount and not on the entire loan
amount.

Source: As provided by the company

Section: Code of Conduct Assessment

ADDO Scores
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COCA Dimension Scores

SEN e— M X

e (Obtained

FGR

CLE

SEN: Sensitive Indicators; IEB: Integrity and Ethical Behaviour; TRP=Transparency;
CLP=Client Protection; GOV=Governance; REC=Recruitment; CLE=Client Education;
FGR=Feedback and Grievance Redressal; DSR=Data Security

Building Blocks ‘ Score ‘ Max Percentage
Transparency 38 40 96%
Client Protection 116 123 94%
Governance 28 30 93%
Recruitment 12 13 92%
Client Education 12 14 86%
Fe_edback & 21 25 84%
Grievance Redressal
Data Sharing 6 6 100%

Score on Building Blocks 92%

Higher Order Indicators Score [ F) Percentage
Integrity and Ethical Behaviour 31 32 96%
Sensitive Indicators 26 27 96%

First Filter 92%

Final Score 92%

ADDO Lens
‘ Score ‘ Max Percentage

A 41 45 91%
Do 41 43 95%
Ds 35 35 99%
0 115 128 90%
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Grading Guideline

Lower Limit Upper Limit Mid-Point
C1 91% 100% 96%
C2 81% 90%
C3 73% 80%
c4 51% 72%
C5 0% 50%

Code of Conduct Assessment Summary

1. Sindhuja Microcredit Private Limited was found to have a good governance structure with
a leadership team of 8 people. It has a strong organizational structure with standard
operating processes in place.

2. The staff was found to be trained and ethical while dealing with clients and there is good
amount of transparency in the operations.

3. No security or collateral is obtained for loans meant to qualify under priority sector
classification.

4. Public disclosure is adequate.

HR policies are in place with criteria for selection and growth opportunities in place.

6. Sindhuja Microcredit Private Limited prepares and presents reports on the number, nature
and resolution of grievances and feedback to the board.

b

MFI Strengths and weaknesses pertaining to Code of Conduct

Strengths Weaknesses

e Standardized operating procedures in place | e Clients are provided training, however not
with documented policies with respect to all the clients are aware about the
conduct of the staff, field operations, procedure for grievance redressal, the
grievance redressal records, KYC policies, etc. amount deduction for insurance and

e Good governance with reputed members in processing fee.
the management committee and board having
eight directors out of which three are
independent directors.

e Changes in RBI Guidelines, Code of Conduct
and operational practices disseminated
regularly.

e Public disclosure is adequate.

Significant observations

Higher Order Indicators

Integrity and e Standard operating process and policies are in place with strong

Ethical Behavior degree of adherence and the staff is appropriately trained to abide
by the code of conduct.

e Fair degree of transparency observed while dealing with borrowers
and the staff was found ethical and the management treats
borrowers and staff members with dignity.

e The Board and board level committees in place which help good
oversight in observations with Code of Conduct.

e The company provides training to new employee as well as to
others on regular basis.
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e The Company has well documented incentives and promotion
policy and staff is well aware about the same.

Sensitive Indicators | ¢ The sample of borrowers surveyed revealed that they are well
aware of the loan products, however few were not aware of
interest rates and charges for loan. There have been no instances
where the borrowers were made to pay for a service or product as
a precondition for loan and there has not been any instance of
fines or penalties imposed on them.

e The borrowers had no grievances with respect to conduct,
punctuality and behavior of the loan officers.

e The company seeks VOTER ID mandatorily for all borrowers for
assessment of their application in line with the recent MFIN
Guidelines, though the company has mentioned in its KYC policy
that either of the below mentioned documents can be taken as
identity proof: Voter card, Aadhar card.

Building Blocks

e The policies of the MFI are in place and documented in its

Transparency operational manual and HR manual.

e The MFI has complied with RBI's NBFC-MFI directions and no
security deposit has been collected from the borrowers. The details
of loan products are displayed in the branches and loan cards given
to borrowers have interest & principal amount, fees and insurance
printed on them. Further, the loan officers explain all the terms to
the borrowers in a proper manner.

e The MFI has fair amount of disclosures in the public domain with
key financial and operational parameters available on the website
along with detailed financial statements, annual report, polices and
regulatory disclosures.

e Borrowers informed that branch managers were present at the
time Compulsory Group Training and Group Recognition Test.

e Borrowers also informed that no penalties or fines were imposed.

e Board’s approved committees are responsible for Day-to Day
operations.

Client Protection e The products and charges (interest, Size, tenure and processing
fees) were in compliance with the RBI guidelines.

e The company doesn't seek any collateral/security deposit on loans
extended or charge its borrowers beyond the permissible charges.
The MFI obtains copies of relevant documents from clients, as per
standard KYC norms and Aadhar is considered mandatory
document, though the company has mentioned in its KYC policy
that either of the below mentioned documents can be taken as
identity proof: Voter card, Aadhar card, PAN card, license and the
company follows the MFIN guidelines on KYC norms.

The MFI has clearly defined compensation system encompassing

basic salary.

e The loan cards given to the clients have documented repayment
schedule and the charges and interest rates printed on them.

e The latest RBI directions have been clearly updated in the
operational manual and the staff and the field staff are
communicated about the same and other operational changes
through formal emails/circulars.

e The operational manual of the MFI provides guidelines for
conducting meetings with the borrowers and their conduct. The
staff is also trained on the same issues.

e The field staff is trained for not using any coercive or abusive
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language or provide any threat in case of non-payment by the
borrowers. The sample of borrowers, surveyed were satisfied with
the behavior of the field staff.

e The MFI ensures privacy and security of client data and the clients
are informed about sharing of their data with credit bureaus and
other agencies.

Governance e Good governance with reputed people comprising the Board and
presence of board level sub-committees.

e Sindhuja Microcredit Private Limited has several board level
committees like Audit Committee, Risk Management Committee,
Asset Liability Committee etc. which deal with various aspects of
the microfinance operations.

e The key operational and key financial metrics are appraised to the
board on a quarterly basis. The detailed operational and financial
performance is updated to the Board in the quarterly Board
Meetings.

e The MFI places regular reports on compliance with COCA, MFIN
and RBI Guidelines before the board.

e The statutory auditor SCV & Co. LLP has given favorable feedback
on the accounting practices and systems followed by the
organization. Also, there are no adverse observations in the
Auditor's report regarding accounting standards followed by the
MFI.

Recruitment ¢ HR policies are in place with criteria for selection and growth
opportunities in place.

e The MFI does reference check and obtains relieving letters from
the new recruits and also provides relieving letter to all the
employees who have given adequate notice before quitting.

Client Education e Sindhuja Microcredit Private Limited has trained staff for the
purpose of increasing clients’ awareness and periodic financial
literacy trainings are given to borrowers by the MFI staff.

e The surveyed borrowers indicated that they were informed about
the organization’s policies and procedures when they joined the
MFI and there has been not been any instance where the MFI has
charged its clients for training provided to them.

Feedback and e Grievance redressal mechanism is in place and the MFI has a
Grievance dedicated team at the head office for grievance redressal. All the
Redressal complaints or feedback received by the MFI have been recorded

diligently and the team keeps a track record of the same.

e Not all of the surveyed borrowers were aware of grievance
redressal mechanisms, including taking up the complaints with the
grievance redressal team at HO (at the Toll-Free Number provided
in loan cards).

e The MFI prepares proper reports on grievances received, resolved
and pending. The sample of reports viewed did not have a single
instance where the complaint was not resolved within a certain
period of time.

Data Sharing e Data is shared with all Credit Bureaus.

e MFI has provided data called for by RBI or any other organization
on a timely basis.

o A brief snapshot of operational and financial data along with the
audited financial statements is available on the website.
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Annexure: Methodologies

COCA Methodology

The Code of Conduct Assessment (COCA) tool was developed as a response to the need
expressed in a meeting of stakeholders in Indian microfinance by the Small Industries
Development Bank of India (SIDBI) and the World Bank in December 2009. The code of
conduct dimensions was identified by reviewing the various norms for ethical finance. These
included RBI's fair practices guidelines for Non-Banking Financial Companies, industry code of
conduct (Sadhan-MFIN) and Smart Campaign’s Client Protection Principles (CPP).

In 2016, need was felt to harmonize COCA to the most recent industry code of conduct and to
standardize COCA tools of different rating/assessment agencies. This grading is based on the
harmonized COCA tool. In the harmonized COCA tool, the dimensions were classified in three
categories — highest order, higher order and building blocks. This grading is based on the
harmonized COCA tool.

Highest Order

Sensitive Indicators

Higher Order

Integrity & Ethical Behavior

Building Blocks

Governance Client Protection, Recruitment
Transparency Feedback/Grievance Redressal
Client Education Data Sharing

Chart: COCA Indicators Framework

Number of indicators in each category is presented below:

Higher Order Indicators Number of Indicators

Integrity and Ethical Behaviour 32
Sensitive indicators 27
Transparency 40
Client Protection 123
Governance 30
Recruitment 13
Client Education 14
Feedback & Grievance Redressal 25
Data Sharing 6
Total 251
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Sindhuja Microcredit Private Limited

Methodology
Depending upon the size and the operational area of the MFI, eight to ten branches and

between 120 and 150 clients are sampled for primary survey (except in cases where number of

branches in an MFI is less than eight).

Sampling guidelines

The following is taken as the guideline to determine the sample size for a COCA exercise.

MFI Size

No. of branches to be

visited

No. of borrowers to be
visited

Small MFI (Less than 8
branches)

All branches

15 clients per branch covering
minimum two centers.

Small / Mid-size MFI (up to
2,50,000 borrowers)

8 — 10 branches
(geographically distributed)

120-150 clients (15 clients per
branch covering minimum two
centers).

Large MFI (>2,50,000
borrowers)

12 — 15 branches
(geographically distributed)

240-300 clients (20 clients per
branch covering minimum two
centers).

Large MFIs (Loan portfolio
outstanding of Rs500 crore
or more, irrespective of the

18 — 20 branches
(geographically distributed)

360-400 clients (20 clients per
branch covering minimum two
centers).

number of borrowers)

Code of Conduct Assessment exercise requires:

1. Discussions with key staff members and the senior management at the head office,

particularly the senior operational management team as well as the human resources
team. These discussions focus on key issues of the code of conduct identified above.

2. Review of policy documents and manuals at the head office. These are reviewed in

order to assess the policy as well as documentation regarding important aspects of the
code of conduct. The last audited financial statements will also be required.

3. Sampling of branches at the head office. The assessment team samples branch for

review. The branches are chosen in across different states in case the MFI operates in
more than one state. Care is exercised to include older branches as well as branches
that are distant from the head office or the regional office. The sampling of the
branches is performed at the head office of the MFI.

4, Discussions with the branch staff at the branch office. Discussions with branch

managers and the field staff is carried out to assess their understanding of the key
code of conduct principles.

5. Sampling of respondents in the selected branches. A judgmental sampling is

performed on the MFI’s clients by the assessment team to draw respondents from the
interest group, in order to maximize the likelihood that instances of non-adherence

can be detected.
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Interview with the clients. Information from the clients is collected ideally during the

group meetings. If this is not possible, visits are made to the clients’ locations for
collecting information.

Review of loan files at the branch office. This review focuses on loan appraisal

performed before disbursing loans as well as the documents collected from the clients.

As part of this assessment, CAAPL team had visited the Udaipur branch and Modinagar Branch

and had also called borrowers, branch managers, loan officers across 20 branches of Sindhuja

Microcredit Private Limited. The details of the branches visited are provided below:

1 Rajasthan Jhadol

2 Rajasthan Phalasiya

3 Uttar Pradesh Belthara

4 Rajasthan Kotra

5 Chhattisgarh Balrampur
6 Madhya Pradesh Sironj

7 Rajasthan Jayal

8 Rajasthan Kapasan

9 Bihar Narpatganj
10 Bihar Madhepura
11 Bihar Alamnagar
12 Bihar Sonbarsa
13 Bihar Kursela

14 Bihar Dobhi

15 Bihar Sikandra
16 Madhya Pradesh Niwari

17 Uttar Pradesh Saiyan

18 Uttar Pradesh Pathardeva
19 Jharkhand Daltonganj
20 Jharkhand Nagar Untari




About CARE Advisory, Research and Training Ltd (CareEdge Research)

CareEdge (CARE Group) is a knowledge-based analytical group that aims to provide superior insights based on technology, data
analytics capability and detailed research methods. CareEdge (CARE Ratings Limited) is one of the leading credit rating agencies in
India. It has an impressive track record of rating companies for almost three decades and has played a pivotal role in developing the
corporate debt market in India. CareEdge provides near real time research on all domestic and global economic developments. CARE
Advisory, Research and Training Ltd is a wholly owned subsidiary focused on providing advisory and consultancy services including the

following:

* Investment Advisory
* Stressed Assets Advisory

= Debt Viability Studies

* Corporate Due Diligence
= Vetting of Resolution Plans

CARE Advisory Research & Training Ltd

ESG Assessments

ESG Gap Analysis

Policy Advisory

ESG Strategy and Roadmaps

ESG Poatfolio Mapping and
Manitoring

(Wholly-owned subsidiary of CARE Ratings Ltd.)

A-Wing, 1102-1103, Kanakia Wall Street, Chakala, Andheri-Kurla Road, Andheri East, Mumbai- 400093

0000

Phone: +91-22-68374400

Connect:

* Customized Sectoral Research
= Credit & Investment Research
for Global Fund Houses

* ESG Grading

= AIF Grading
* MFI & COCA Grading
* NGO Grading

= ESCO, LPG, Grading


https://www.linkedin.com/company/credit-analysis-&-research-ltd--care-ratings-?trk=biz-companies-cym
https://twitter.com/CareEdge_Group
https://www.youtube.com/channel/UCR8E1X7nZajLjDoUK6ZtZuA
https://www.careedge.in/

