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Edelweiss Retail Finance Limited (ERFL) 
FY2016-17 
 

Management Discussion & Analysis Report 
 

MACRO-ECONOMIC ENVIRONMENT 
 

MACRO ECONOMY: REVIEW AND OUTLOOK 
    

FY17 was an eventful year both economically and 
politically for the global economy. On the political 
side, Brexit fears and US Presidential elections were 
two big events though the markets shrugged off 
these developments soon. Global trade flows have 
rebounded, Purchasing Managers’ Indices (PMIs) 
have picked up across the board, and consumer & 
business confidence has recovered globally.   
 

The Indian economy is back on growth trajectory, 
inflation remains benign and fiscal and current 
account position remains comfortable. FDI flows 
continue to remain buoyant at USD 36bn and 
portfolio flows too have returned to USD 8bn in FY17 
after an outflow of USD 2.5bn in FY16. What is most 
encouraging is that India’s exports finally emerged 
from 2 years of contraction with a 5% growth in FY17 
after contracting nearly 16% In FY16.  
 

On the monetary side, RBI has moved to neutral 
stance from accommodative and hence chances of 
further rate cut remain low. INR has benefitted from 
strong FDI flows with RBI staying away from 
intervention in the forex market.  
 

Overall the macro-fundamentals of the economy 
remain strong and the business cycle conditions 
have improved. Rebound in exports, improving 
corporate earnings, good monsoons and 
government’s continued push towards 
infrastructure, rural development and affordable 
housing augur well for FY18.  
 

INDUSTRY STRUCTURE AND DEVELOPMENTS    
 

Commercial Credit Markets 
 

Indian banking sector growth slowed during FY17 
(non-food credit at ~5%), as capex cycle is yet to pick 
up and incrementally financing is shifting from banks 
to financial markets – commercial paper, corporate 

bond markets etc., which will keep corporate credit 
growth subdued. Additionally, asset quality pressure 
continues unabated. While large part of NPA 
recognition seems to have been done, the resolution 
is still a missing link. Hence, the profitability of PSU 
banks continued to be under strain and will recover 
only gradually over the medium term.  
 

NBFC Industry 
 

While commercial banks continued to remain 
dominant source of credit in India, NBFCs are gaining 
significant ground. While the banking sector was 
beset with worsening asset quality in FY17, NBFCs 
could restrict the impact in their portfolios due to 
their ability to respond quickly as well as availability 
of a higher collateral cover. The growing relevance 
and interconnectedness of the NBFC sector also 
highlights the importance of risk management in the 
sector. Going ahead, comfortable capitalisation 
levels and conservative liquidity management will 
continue to support the credit profile of NBFCs. 
 

Retail Finance  
 

While corporate credit growth continues to be slow, 
retail segment continues to maintain momentum. 
NBFCs and HFCs continue to scale up their portfolio 
focusing on housing finance, LAP, SME finance and 
consumer finance. Within these segments, housing 
continues to do well and also presents huge 
potential given the government thrust for housing 
for all and supporting demographic factors. The 
other large opportunity is SME segment which 
continues to be under-banked and NBFCs are 
increasingly turning towards this sector. Thus, the 
potential for NBFCs and HFCs to scale up their 
business remains large providing ample growth 
opportunities to lenders like us.    
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EDELWEISS RETAIL FINANCE 
LIMITED OVERVIEW 
 

Edelweiss Retail Finance Limited (ERFL) was formerly 
known as Affluent Dealcom Private Limited (ADL) 
which was incorporated on February 18, 1997. It was 
an NBFC registered with the Reserve Bank of India 
bearing Registration number 05.03052 authorised to 
commence/carry on the business of a non-banking 
financial institution subject to the conditions given in 
the Certificate. The Company was acquired by 
Edelcap Securities Limited (ESL) and was converted 
into a public limited company with the name 
changed to “Affluent Dealcom Limited” on receipt of 
a fresh certificate of incorporation consequent to 
change in status on January 1, 2014 from the 
Registrar of Companies, West Bengal. Subsequently 
the Company’s name was changed to “Edelweiss 
Retail Finance Limited” pursuant to fresh certificate 
of Incorporation dated January 6, 2014.  
 

Subsequently, ERFL obtained a Certificate of 
Registration dated October 14, 2014 bearing 
Registration no. B-05.03052 issued by the Reserve 
Bank of India under section 45IA of the Reserve Bank 
of India Act, 1934, to commence/carry on the 
business of a non banking financial institution 
without accepting public deposits subject to the 
conditions mentioned in the Certificate of 
Registration. 
 

The registered office of the Company was shifted 
from the state of West Bengal to Maharashtra 
pursuant to Certificate of Registration of Regional 
Director order for Change of State dated September 
2, 2016 and fresh Certificate of Registration dated  
January 4, 2017 bearing Registration no.  B-13.02149 
has been issued by the Reserve Bank of India, 
Mumbai. 
 

It is a systemically important NBFC (NBFC – ND – SI).  
 

We are part of the Edelweiss Group which is one of 
India’s prominent financial services organization 
having businesses organized around three broad 
business groups – Credit businesses including Retail 
Credit, Corporate Credit and Distressed Assets 
Resolution business, Franchise businesses including 

Wealth Management, Asset Management and 
Capital Markets, and Life Insurance.  
 

Today, ERFL is a Rs.14 billion asset base company 
with presence in all the significant areas of retail 
finance businesses including SME finance, Loan 
against Property and Rural Finance. 
 

 
FINANCIAL PERFORMANCE 
HIGHLIGHTS 
 

FINANCIAL HIGHLIGHTS FOR FY17 
 

A summary of our FY17 financial highlights is as 
under: 

• Total Revenue Rs.2,535 million (Rs.1,615 
million for FY16), up 57% 

• Profit after Tax Rs.319 million (Rs.247 
million for FY16), up 29% 

• Networth as per Balance Sheet Rs.3,135 
million (Rs.2,600 million at the end of FY16)  

• Return on Average Equity 10.88% (13.48 % 
for FY16) 

• EPS Rs.10.08 (Rs.12.28 for FY16) (FV Rs.10 
per share) 

 

INCOME  
 

Fund Based Revenue 
Our fund-based businesses earned revenue of 
Rs.2,348 million for FY17 (Rs.1,534 million for FY16), 
up 53%. Out of this, interest income was Rs.2,338 
million (Rs.1,533 million for FY16). Thus, almost all of 
the fund based revenue comprises of interest 
earnings. 
Agency Fee & Commission 
Our agency fee & commission revenue was Rs.187 
million for the year, compared to Rs.81 million in 
FY16, up 131%. 
Net Revenue 
For NBFCs, like banking industry, the concept of Net 
Revenue (net of interest cost) is another way of 
analyzing performance. This is because interest cost, 
as with all Banks and large NBFCs/HFCs, should 
reflect above the expenses line. On a net revenue 
basis, our Agency fee & commission for FY17 was 
Rs.187 million (Rs.81 million for FY16) and Fund 
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based net revenue, i.e. net of interest cost, all the 
interest cost being for fund based revenue, was 
Rs.1,187 million (Rs.741 million for FY16). Thus the 
total net revenue for FY17 was Rs.1,374 million 
(Rs.822 million for FY16), up 67%. 
 

EXPENSES  
 

Our total costs for FY17 was Rs.2,046 million (Rs. 
1,235 million in FY16), up 66%. Within our total 
costs, operating expenses accounted for Rs.666 
million in FY17 (Rs.392 million for FY16) as we 
continued to invest in building our business and 
infrastructure. Our employee expenses increased 
from Rs.49 million in FY16 to Rs.216 million in FY17 
as we added about 123 employees during the year 
taking our total headcount to 224 at the end of FY17. 
As regards interest expense which grew from Rs.793 
million in FY16 to Rs.1,161 million in FY17, our 
borrowings at the end of FY17 were Rs.10,860 
million compared to Rs.  10,770 million at the end of 
FY16. The scale up of our assets size via a higher 
borrowing as well as average level of borrowings 
during FY17 being higher resulted in this increase in 
the interest cost.  
 

PROFIT AFTER TAX 
 

Our Profit after Tax for FY17 was Rs.319 million 
compared to Rs.247 million for FY16, up 29%. 
 

Our Profit before Tax margin for FY17 was 19% and 
Profit after Tax margin 13% compared to 23% and 
15% respectively for FY16. Margins have suffered 
slightly during FY17 due to a higher equity base 
arising out of equity infusion in ERFL during FY17 to 
take care of future growth. 
 

Analysis of Profitability 
 

We have demonstrated growth in profitability aided 
by the following factors: 
 

• Our Credit book grew to Rs.14,737 million 
at the end of FY17 compared to Rs.13,959 
million at the end of FY16. However, the 
average loan book during the year was 
higher. At the same time, the average yield 
on loans booked during FY17 was higher 

than that in the past. This improved our 
interest income from loans in FY17. 

• Our fee and commission income also grew 
to Rs.187 million at the end of FY17 
compared to Rs.81 million at the end of 
FY16.  

Balance Sheet Gearing 
We believe that a strong balance sheet imparts 
unique ability to our company to be able to meet 
demands of our clients and be able to raise debt 
capital whenever required. ERFL has a total net 
worth of Rs.3,135 million as at the end of FY17 
compared to Rs.2,600 million at the end of FY16. 
Amount of debt on the Balance Sheet as on March 
31, 2017 was Rs.10,860 million (Rs.10,770 million as 
on March 31, 2016), a Gearing Ratio of 3.46 times. 
The comfortable leverage allows us enough 
headroom to continue to grow and invest in 
business. The gross Balance Sheet size at the end of 
FY17 was Rs.15,517 million compared to Rs.14,539 
million a year ago. 
 

BUSINESS PERFORMANCE 
HIGHLIGHTS 
 

Brief highlights of our business performance in FY17 
are as under:  
 

CREDIT BUSINESS 
 

Credit business of ERFL broadly offers SME Finance, 
Loan against Property and Rural Finance. These 
products provide us with the intended diversification 
in our business thereby reducing the concentration 
risk. Retail segment loans also provide the desired 
potential for scaling up in a vast underpenetrated 
market like India.  
 

Total credit book of ERFL stands at Rs.14,737 million 
at the end of this year compared to Rs.13,959 million 
at the end of previous year, up 6%.  
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The composition of Credit Book is as under:            
                                              (Rs. in million) 
    
Product/Segment Book size as 

on March 
31, 2017 

Book size as 
on March 
31, 2016 

Loan against Property 4,536 5,292 

SME Loans 9,300 7,688 

Rural Loans 137 653 

Equipment Finance 624 312 

Others 140 14 

Total Loan Book 14,737 13,959 

 
As at the end of FY17, loans amounting to Rs.14,737 
million were outstanding compared to Rs.13,959 
million as on March 31, 2016. Higher securitisation 
of loans also resulted in an apparent lower growth in 
the credit book. 
 

As a result of strict adherence to conservative credit 
appraisal, constant collateral monitoring and best-in-
class risk management, ERFL has managed to control 
its asset quality satisfactorily. Our Gross NPLs were 
at 0.42% and Net NPLs at 0.36% at the end of FY17 
compared to Gross NPLs at 0.28% and Net NPLs at 
0.07% at the end of FY16. Our Provision Cover Ratio 
as on March 31, 2017 was 14%. We continue to 
focus on risk management and achieving growth in 
the book without diluting risk standards.  
 

SME Finance 
 

Small and Medium Enterprises (SMEs) are extremely 
essential to the Indian Economy. They account for 
almost 40% of India’s domestic production, around 
50% of the total exports and 45% of the industrial 
employment. They are also the second largest 
employers of manpower, after agriculture. Thus they 
need large amounts of capital to run their 
operations, which they acquire through the financing 
provided by NBFCs, Banks and the Government.  
 

Edelweiss launched SME finance during FY12 as this 
sector is underfinanced and credit plays a crucial role 
in the growth of this sector. The business currently 
operates in 19 major cities which account for a large 
part of the addressable SME market. The SME loans 
book size at the end of FY17 in ERFL is Rs.9,300 
million compared to Rs.7,688 million at the end of 
FY16. During FY17, we also scaled up our new line of 
business of Equipment Finance to the SMEs to                                 
Rs. 624 million compared to Rs.312 million a year 
ago. Given the sizeable contribution of SMEs to the 
Indian Economy, this business presents a significant 
opportunity to build a highly profitable and scalable 
business.  
 

Loans against Property 
 

Loan against Property (LAP) is a convenient way of 
borrowing by salaried or self – employed persons 
and SMEs and NBFCs account for a major chunk of 
the market share in this space. The loan is 
collateralised by either residential or commercial 
property and interest rates on such loans are lower 
as compared to personal loans. Thus, borrowers can 
get funds against the value of the collateral at a 
relatively lower interest rate as compared to 
personal loans.  
 

Edelweiss started LAP business as a part of Retail 
Finance business in FY12 and the LAP loans book size 
in ERFL at the end of FY17 is Rs.4,536 million 
compared to Rs.5,292 million at the end of FY16. The 
end of year outstandings are lower due to 
repayments.  
 

Rural Finance 
 

Edelweiss diversified it retail loans product portfolio 
by foraying into Rural Finance in December 2013 as a 
part of the strategy to serve all the sections of the 
society. As at the end of FY17, we provided Rural 
Finance in the nature of Micro Finance across 
beneficiaries in 3 cities and around 3,070 villages in 
and around Tamil Nadu and other states. Our Rural 
Finance portfolio serves over 3,71,000 beneficiaries 
at the end of FY17 compared to around 2,69,000 at 
the end of the previous year. These loans are 
provided in partnership with various channel 
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partners. The Rural Finance book in ERFL at the end 
of FY17 was Rs.137 million compared to Rs.653 
million at the end of FY16. 
 

BALANCE SHEET MANAGEMENT 
 

From its earliest days, ERFL has recognised this and 
has always focused its energies in creating a strong 
balance sheet. A strong capital base provides us the 
freedom and ability to deploy capital for scaling up 
our business. A strong balance sheet also enables us 
easier access to market borrowings on the back of a 
strong credit rating. It also helps in confidence 
building exercise with our lenders. 
 

Changing Liabilities Profile in Sync with Asset 
Profile 
 

ERFL has embarked on a strategy of reducing 
dependence on group borrowings and is increasing 
liabilities in the six months to five years bucket 
thereby bringing down dependence on short term 
borrowings. Towards this end, FY17 witnessed ERFL 
contracting around Rs.1,750 million of medium to 
long term debt by way of Bank term loan.  
 
We maintain a matched ALM as we keep changing 
the profile of our liabilities in sync with the assets 
being booked.  
 

Capital Adequacy Ratio 
 

As per the Non Banking Financial Companies 
Prudential Norms stipulated by Reserve Bank, all 
NBFCs–ND–SI are required to maintain a minimum 
Capital to Risk-weighted Assets Ratio (“CRAR”) of 
15%.  ERFL’s CRAR as on March 31, 2017 was 18.67% 
with a Tier I Ratio of 17.90% compared to CRAR of 
18.70% and a Tier I Ratio of 17.68% as on March 31, 
2016.  
 

OPPORTUNITIES 
 

The roll out of GST shortly and the performance of 
the BJP in recent polls will place the agenda of 
economic reforms on a firm footing. The global 
economy is also showing signs of recovery. These 
developments augur well for growth of financial 
services in India for firms like Edelweiss. We thus see 

immense opportunities coming our way in FY18 and 
beyond as under: 
 

• India is already the fastest growing economy 
globally and various projections for growth by 
World Bank or IMF etc. indicate that India will 
continue to outperform other economies. This 
would open up vast opportunities for us to grow 
our various diversified businesses.  
• We believe the policy liberalization and 
regulatory changes for enhancing the ease of 
doing business will help create all round 
opportunities for growth, thus helping providers 
of financial services grow their business. 

 

THREATS 
 

While the opportunities landscape is promising, the 
following threats could dampen the growth of 
financial services sector in India: 

• Slower than expected recovery of macro-
economy, domestically as well as globally, or 
delay in revival of capex cycle can impede the 
growth.  
• While the monsoon is predicted to be 
normal this year, any unforeseen failure of the 
monsoon or return of the dreaded El Nino can 
hinder the recovery in rural economy. 

 

OUTLOOK & STRATEGY  
 

• The resilient Indian economy is back on a 
path to recovery. Going ahead we 
anticipate growth to improve based on 
rebound in exports and global economy, 
introduction of GST, stability in rural 
economy and government’s continued push 
towards infrastructure, rural development 
and affordable housing.  

• The commercial credit sector is expected to 
grow once the conditions start improving, 
early signs of which are already visible. 
While the commercial banks are grappling 
with asset quality issues, the NBFCs are 
expected to continue to be an effective 
channel for credit dispensation.  

• In this backdrop, we believe our strategic 
approach whose cornerstones are 
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profitability, scalability, constant focus on 
risk and growth in adjacent markets, 
building leadership and maintaining culture, 
will continue to manifest in constant growth 
for us. 

 

At Edelweiss we believe that we must add significant 
value by providing cutting edge products and 
services by focusing on five key vectors in our 
journey in future – people management, cost 
management and risk management technology, 
customer experience and innovation. 
 

ENTERPRISE GROUPS  
 

The business of ERFL is controlled and supported by 
a core of Enterprise Groups that provide consistent 
quality and rigour to key process functions. Various 
steps taken by us to improve efficacy of Enterprise 
functions are detailed below.  
 

RISK MANAGEMENT 
 

The business activities of ERFL are exposed to 
various risks that are either inherent to the business 
or have their genesis in changes to external 
environment. In order to maintain financial 
soundness of the company, Edelweiss Group has 
established a proprietary eight risk framework. The 
framework provides comprehensive risk control by 
way of identification, monitoring and reporting of all 
critical risks.  Highest standards are always 
maintained in Risk Management at Edelweiss. It is 
the constant endeavour of Edelweiss to heighten risk 
awareness and effectiveness of risk management. 
We at ERFL share the same ethos in regard to Risk as 
our parent Group. 
 

We have the business risk team within ERFL which 
ensures implementation of risk philosophy and 
practices at business level. Our risk team also 
ensures that necessary action is taken to make 
certain that identified risks are adequately 
addressed.   
 

Key Risks 
ERFL deals in multiple asset classes and client 
segments and is thus exposed to various risks that 

can be broadly classified as credit risk, market risk 
and operational risk.  
 

Credit Risk 
The credit risk framework of ERFL ensures prior and 
periodic comprehensive assessment of every client, 
counterparty and collateral. Exposure limits are 
sanctioned to counterparties based on their credit 
worthiness. Credit risk monitoring mechanism 
ensures that exposure to clients is diversified and 
remains within stipulated limits. Effective credit risk 
management has enabled us to steer through 
environmental stress conditions without any major 
impact. 
 

Market Risk 
ERFL faces the usual market risks on the liabilities as 
well as assets side. In order to monitor such market 
risk, a comprehensive set of reports and limits has 
been put in place that track positions, value at risk 
and duration of assets.  The risk framework ensures 
that the risks are monitored and necessary timely 
action is taken for every single instance of breach, in 
case they occur. 
 

Additionally, the asset liability mismatch and 
collateral margins are regularly assessed. Liquidity 
requirements are closely monitored and necessary 
care is taken to maintain sufficient liquidity cushion 
for maturing liabilities and for any unforeseen 
requirements. We also ensure diversification in 
source of borrowing to reduce dependence on a 
single source. We also pro-actively modify our 
liabilities profile in sync with the changing assets 
profile to ensure that we do not carry any material 
asset liability mismatch. 
 

Operational Risk 
Operational risk framework of ERFL is designed to 
balance and check operational risk at key 
manifestation points. In addition to defining new 
processes, we constantly review all critical processes 
to proactively identify weak controls and strengthen 
the same.  
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INTERNAL CONTROL SYSTEMS AND 
THEIR ADEQUACY 
 

As per the Companies Act, 2013, the companies 
need to ensure that they have laid down internal 
financial controls and that such controls are 
adequate and were operating effectively. Towards 
this end, we at ERFL have always adopted a risk 
balancing approach. ERFL has an Internal Control 
System, well commensurate with its size, scale, 
nature and complexity of operations. The Company 
conducts its internal audit within the parameters of 
regulatory framework including preparation and 
execution of annual internal audit plan. 
Internal Audit 
Internal Audit follows Generally Accepted Audit 
Practices, Internal Audit Standards, analytical 
procedures etc. and ensures compliance with section 
138 of the Companies Act 2013 read with Rule 13 of 
the Companies (Accounts) Rules, 2014.  
Internal Control 
Our Internal Control Procedures include monitoring 
compliance with relevant matters covered under 
section 134(1)(e) of the Companies Act 2013.  
Internal Control Policies 
Edelweiss Group has institutionalised a strong 
compliance culture across all the Business Group 
recognising that transparency and trust amongst all 
its stakeholders can be achieved only through this. 
We share the common resources of Compliance 
Group of Edelweiss that ensures compliance with all 
the applicable laws or policies.  
 

HUMAN RESOURCES 
 

The Edelweiss philosophy on people is deep rooted 
in building and nurturing talent and leadership 
within the organisation. We believe that our people 
have always been the drivers of innovation, 
efficiency and productivity leading to our 
phenomenal track record of growth.   

 

For an NBFC like ours, financial capital and human 
resources capital form the most critical resources for 
growth. At ERFL we believe that our human capital is 
our greatest strength and is the driver of growth, 
efficiency and productivity.  
 

Highlights of our HR initiatives in FY17 are as under:  
 

• We ended FY17 with a total headcount of 
224, up from 101 as of March 31, 2016, as 
we scaled up our hiring to grow our 
business. 

• As growth comes back gradually, we have 
added people at all levels. We also added 
number of employees for our enterprise 
groups to meet the challenges of increasing 
scale and complexity of our business.  
 

Amongst our much strength, we must count our 
performance appraisal system, which has helped to 
instil fairness and development orientation in the 
organisation. The process of Performance Appraisal 
is based on evaluations against pre-set and clearly 
documented goals and has stood the test of time.  
 

CUSTOMER CENTRICITY 
 

In today’s digital world, a customer has multiple 
options. Growth will accrue to organisations which 
succeed in giving a truly memorable customer 
experience. At Edelweiss, we fully recognise the 
significance of a great customer experience. To this 
end, Customer Centricity movement is at our centre 
stage. This focused attention has helped improve 
customer satisfaction scores and customer 
experience across the board.  
 

Edelweiss Customer Centricity model is based on 
four pillars: Listen to Understand, Deliver as 
Promised, Respond Effectively and Go Extra Mile, in 
other words “Suno Samjho Suljhao”. 
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CREDIT RATINGS 
 

ERFL enjoys the following Credit Ratings:  
 

Rating Agency Facility Rating 
Crisil Long Term Bank Facilities CRISIL AA/Stable 
ICRA Long Term Bank Facilities [ICRA] AA 
BWR Long Term Debt Programme BWR AA+ 
CARE Long Term Debt Programme CARE AA 
Crisil Long Term Debt Programme CRISIL AA/Stable 
ICRA Long Term Debt Programme [ICRA] AA 
CARE Short Term Debt Programme CARE A1+ 
ICRA Short Term Debt Programme [ICRA] A1+ 

 
All ratings are current as on March 31, 2017. 

 
 

 

**************************

 

Cautionary Statement 
Statements made in this Management Discussion and Analysis may contain certain forward looking statements 
based on various assumptions on the ERFL and Edelweiss Group's present and future business strategies and the 
environment in which it operates. Actual results may differ substantially or materially from those expressed or implied 
due to risk and uncertainties. These risks and uncertainties include the effect of economic and political conditions in 
India and abroad, volatility in interest rates and in the securities market, new regulations and Government policies 
that may impact the company's businesses as well as the ability to implement its strategies. The information 
contained herein is as of the date referenced and Edelweiss does not undertake any obligation to update these 
statements. ERFL has obtained all market data and other information from sources believed to be reliable or its 
internal estimates, although its accuracy or completeness cannot be guaranteed. The presentation relating to 
business wise financial performance, balance sheet, asset books of ERFL and industry data herein is 
reclassified/regrouped based on Management estimates and may not directly correspond to published data. The 
numbers have also been rounded off in the interest of easier understanding. 

****************************************. 
 





                                                                                                                                                                                 
ANNEXURE C-1 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Policy on Related Party Transactions 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Edelweiss Retail Finance Limited 

CIN: U67120MH1997PLC285490 
Regd. Office: Edelweiss House, 

Off. C.S.T Road, Kalina, 
Mumbai-400098, 

Maharashtra 



                                                                                                                                                                                 
ANNEXURE C-1 

 
 
 

1.  Preamble 

Related party transactions can present a potential or actual conflict of interest which may be 

against the best interest of the company and its shareholders. Considering the requirements for 

approval of related party transactions as prescribed under the Companies Act, 2013 (“Act”) 

read with the Rules framed there under and Guidelines on Corporate Governance issued by the 

Reserve Bank of India, the Board of Directors (the “Board”) of Edelweiss Retail Finance Limited 

(the “Company” or “ERFL”), has adopted the Policy on Related Party Transactions (“the 

Policy”). 

This Policy is intended to ensure due and timely identification, approval, disclosure and 

reporting of transactions between the Company and any of its Related Parties in compliance 

with the applicable laws and regulations as may be amended from time to time. 
 

 
2.  Objective 

The provisions of this Policy are designed to govern the approval process and disclosure 

requirements to ensure transparency in the conduct of Related Party Transactions in the best 

interest of the Company and its shareholders and to comply with the statutory provisions in 

this regard. 
 

 
3.  Definitions 

The Related Party shall be as defined under the Companies Act, 2013 and the Rules framed 

thereunder and the applicable Accounting Standards. 
 

 

“Arm’s Length Transaction” means a transaction between two related parties that is conducted 

as if they were unrelated, so that there is no conflict of interest. 
 

 

“ Relative” means relative as defined under Section 2(77) of the Companies Act, 2013 .A person 

shall be deemed to be the relative of another if he or she is related to another in any one of the 

following manner: 

i. Member of the Hindu Undivided Family 

ii. Spouse 

iii.  Father 

iv.  Mother 

v. Son 

vi. Son’s wife 

vii. Daughter 

viii. Daughter’s husband 

ix. Brother 

x.  Sister. 
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Key  Managerial  Personnel  (KMP)  mean  key  managerial  personnel  as  defined  under  the 

Companies Act, 2013 and  includes- 

i. the  Managing  Director  or  the  Chief  Executive  Officer  or  the  manager  and  in  their 

absence, a Whole-time Director; 

ii. the Company Secretary; 

iii. the Chief Financial Officer; and 

iv. Such other person as may be specified as KMP from time to time. 
 

 

“Associate Company” in relation to another company, means a company in which that other 

company has a significant influence, but which is not a subsidiary company of the company 

having such influence and includes a joint venture company. 
 

 
Explanation—For the purposes of this clause, “significant influence” means control of at least twenty 

per cent of total share capital, or of business decisions under an agreement. 
 

 

“Related Party Transactions” means any transaction involving transfer of resources, services or 

obligations between the Company and a Related Party, regardless of whether a price is charged 

and includes – 

a. Sale, purchase or supply of any goods or materials; 

b. Selling or otherwise disposing of, or buying property of any kind; 

c. Leasing of property of any kind; 

d. Availing or rendering of any services; 

e. Appointment of any agent for the purchase or sale of goods, materials, services or property; 

f. Such related party's appointment to any office or place of profit in the Company or associate 

Company; 

g. Providing or obtaining guarantees and collaterals. 
 

(The above is an indicative list and not an exhaustive one) 
 

Explanation: A transaction with a Related Party shall be deemed to include single transaction or a 

group of transactions in a contract. 
 

 

“Material Related Party Transactions” means any transaction/transactions to be entered into 

individually or taken together with previous transactions during a financial year exceeds 10% of 

the annual consolidated turnover of the Company as per the last audited financial statements of 

the Company. 
 

 
4.  Review and approval of the Related Party Transactions 

 

 

1.  The Audit Committee (the Committee) of the Board shall review and, if considered 

appropriate, approve the Related Party Transactions. While considering the Related Party 

Transactions, the following information shall be presented to the Committee: 



                                                                                                                                                                                 
ANNEXURE C-1 

 
 

(i) the name of the Related Party and the basis on which such person or entity is a 

Related Party; 

(ii) the Related Party’s interest in the transactions, including the Related Party’s position 

or relationship with, or ownership of, any entity that has an interest in the transactions; 

(iii) the approximate monetary value of the transactions of the Related Party’s interest in 

the transactions; 

(iv) general description of the transactions, including material terms and conditions, if 

any; 

(v) in the case of a lease or other transactions, providing for periodic payments or 

installments, the aggregate amount of all periodic payments or installments to be made; 

(vi) in the case of loan, the aggregate amount of loan and the rate/amount of interest 

payable on such loan; 

(vii) in case of guarantees issued, the aggregate amount of guarantees and commission, 

if any, to be payable on such guarantees; 

(viii) an assessment of whether the transactions are on terms that are comparable with 

the terms available to unrelated parties or to the employees generally; and 

(ix) any other material information regarding the transactions or the Related Party’s 

interest in the transactions. 
 
The transactions shall be approved only if it is determined by the Committee that such 

transactions are: 

(i) in the best interests of the Company and its shareholders; 

(ii) to be entered into by the Company (or its subsidiary or associate entity) on terms that 

are comparable to those that would be obtained in arm’s length transactions with 

unrelated parties; and 

(iii) In the ordinary course of the business of the Company. 
 
Ordinary course of business means the usual transactions, customs and practices undertaken by the 

Company to conduct its business operations and activities and includes all such activities which the 

company can undertake as per Memorandum & Articles of Association. 
 

 

2.  No member of the Committee shall participate in the review, consideration or approval of 

any  Related  Party  Transactions  with  respect  to which  such  member  or any  of  his/her 

relative is a Related Party. 
 
 

3.   If any material information with respect to such transactions shall change subsequent to the 

Committee’s  review  of  such  transactions,  the  Committee  shall  be  presented  with  the 

updated information for its approval. 
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4.   If any additional Related Party Transactions is proposed to be entered into subsequent to 

the Committee’s approval, management shall present such transactions to the Committee 

for approval before entering into such transactions. 
 

 
 
Approval of the Board 

 
If the Committee determines that a Related Party Transaction should be brought before the 

Board, or if the Board in any case elects to review any such matter or it is mandatory under any 

law for Board to approve the Related Party Transaction, then the Board shall consider and 

approve the Related Party Transaction at a meeting and the considerations set forth above shall 

apply to the Board’s review and approval of the matter, with such modification as may be 

necessary or appropriate under the circumstances. 
 

 
Omnibus Approval of the Audit Committee 

 
The Audit Committee may grant omnibus approval for Related Party Transactions proposed to 

be entered into by the company subject to the following conditions: 

i) The Committee shall lay down the criteria for granting the omnibus approval in line with the 

Policy and such approval shall be applicable in respect of transactions which are repetitive in 

nature; 

(ii)  The  Committee  shall  satisfy  itself  the  need  for  such  omnibus  approval  and  that  such 

approval is in the interest of the Company; 

(iii) Such omnibus approval shall specify:- 

a)  the  name/s  of  the  related  party,  nature  of  transaction,  period  of  transaction, 

maximum amount of transaction that can be entered into, 

b) the indicative base price / current contracted price and the formula for variation in 

the price if any, and 

c) such other conditions as the Audit Committee may deem fit; 

Provided that where the need for Related Party Transaction cannot be foreseen and aforesaid 

details are not available, Audit Committee may grant omnibus approval for such transactions 

subject to their value not exceeding Rs. 1 crore per transaction. 

d) The Committee shall review, at least on a quarterly basis, the details of the Related 

Party Transactions entered into by the Company pursuant to each of the omnibus 

approval given;and 

e) Such omnibus approvals shall be valid for a period not exceeding one year and shall 

require fresh approvals after the expiry of one year. 
 

 
Related Party Transactions not approved under the Policy 

 
In the event of entering into a Related Party Transaction with a Related Party that has not been 

approved under this Policy prior to its consummation, the matter shall be reviewed by the 
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Committee. The Committee shall consider all the relevant facts and circumstances regarding the 

Related Party Transaction, and shall evaluate all options available to the Company, including 

ratification, revision or termination of the Related Party Transaction. 

 
The Committee shall also examine the facts and circumstances pertaining to the failure of 

reporting such Related Party Transaction to the Committee under the Policy, and shall take any 

such action it may deem fit. 

 
In any case, where the Committee determines not to ratify a Related Party Transaction that has 

been  commenced  without  approval,  the  Committee,  as  appropriate,  may  direct  additional 

actions including, but not limited to, immediate discontinuation or rescission of the transaction 

or seeking the approval of the shareholders, payment of compensation for the loss suffered by 

the related party etc. In connection with any review of a Related Party Transaction, the 

Committee has authority to modify or waive any procedural requirements as specified in the 

Policy. 
 

 
Related Party Transactions not previously approved 

 
Where any contract or arrangement is entered into by a Director or any other employee of the 

Company  with  a  Related  Party,  without  obtaining  the  necessary  approvals  and  if  such 

transaction is not ratified by the Committee, Board or, as the case may be, by the Shareholders 

at a meeting within three months from the date on which such contract or arrangement was 

entered into, such contract/arrangement shall be voidable at the option of the Board and if the 

contract or arrangement is with a Related Party to any Director, or is authorised by any other 

Director, the Directors concerned shall indemnify the Company against any loss incurred by it. 

The Company may proceed against a Director or any other employee who had entered into 

such contract or arrangement in contravention of the Policy for recovery of any loss sustained 

by the Company as a result of such contract or arrangement and shall take any such action, it 

may deem fit. 
 

 
Registers and the Disclosures 

 

 

The  Company  shall  keep  and  maintain  a  Register,  physically  or  electronically,  as  may  be 

decided by the Board of Directors, giving separately the particulars of all contracts or 

arrangements to which the Policy applies. 
 

 

Every Director and the KMP shall, from time to time make the necessary disclosures to the 

Board, a period of 30 days of his appointment, or relinquishment of his office in other 

Companies/Firms/bodies  corporate,  as  the  case  may  be,  disclose  to  the  Company  the 

particulars relating to his/her concern or interest in the other associations which are required to 

be included in the Register maintained in this regard. 
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The Register shall be preserved permanently and shall be kept in the custody of the Company 

Secretary/Chief Financial Officer of the Company or any other person authorised by the Board 

for the purpose. 
 

 

The Company shall disclose, in the Board’s report, transactions prescribed in Section 188(1) of 

the Act with related parties, which are not in ordinary course of business or arm’s length basis. 
 

 

This Policy will also be uploaded on the website of the Company and shall be disclosed in the 

Annual Report. 
 

 
Review 

 

 

This Policy shall be reviewed by the Audit Committee as and when any changes are to be made 

in the Policy. Any changes or modification in the Policy as recommended by the Committee 

shall be presented to the Board for their approval. 



Annexure D 

 

Remuneration Policy 

 

Objective  

 

The Companies Act, 2013 (‘the Act’) requires a Company to frame policy for determining the 

remuneration payable to the Directors, Key Managerial Personnel (KMPs) and other employees. 

While appointing the Directors, the Nomination and Remuneration Committee, considers 

qualification, positive attributes, areas of expertise and number of Directorships in other 

companies and such other factors as it may deem fit. The Board considers the Committee’s 

recommendation, and takes appropriate action. 

 

The objective of the Remuneration Policy (the Policy) of the Company is to provide a 

framework for the remuneration of the Independent Directors, Non-executive Directors, 

Managing Director/Executive Directors, KMPs, and other Senior level employees of the 

Company.  

 

The objective of this Policy is to ensure that:  

 

• the level and composition of remuneration is reasonable and sufficient to attract, retain 

talent required to run the company successfully; 

• relationship of remuneration to performance is clear and meets appropriate performance 

benchmarks; and 

• remuneration to the Directors, KMPs and senior management comprises a balance of 

fixed and incentive pay reflecting short and long-term performance objectives 

appropriate to the working of the Company and its goals. 

Remuneration of the Independent Directors & Non- executive Directors 

 

• The Independent Directors & Non-executive Directors are eligible for sitting fees for 

attending the meetings of the Board and the Committees thereof.  

 

• The Independent Directors & Non-executive Directors are also eligible for commission, 

subject to limits prescribed under the Act and the Rules framed there under.  

 

• The Independent Directors are not eligible for stock options.  

 

• The Non-executive Directors (other than promoter Directors) shall be eligible for stock 

options.   



 

Remuneration of the Managing Director & Executive Directors 

 

• The remuneration of the Managing Director/Executive Directors is recommended by the 

Nomination and Remuneration Committee (‘NRC’) to the Board. Based on the 

recommendations of the NRC, the Board determines and approves the remuneration of 

the Managing Director/Executive Directors, subject to necessary approvals, if any.  

 

• The remuneration paid to the Managing Director/Executive Directors is within the 

limits prescribed under the Act and approved by the shareholders of the Company. The 

remuneration structure includes fixed salary, perquisites, bonus, other benefits and 

allowances and contribution to Funds, etc.  

• The Executive Directors (other than the promoter Directors) shall be eligible for stock 

options.  

 

Remuneration of the KMP (other than Executive Directors) and Senior level employees  

 

• The key components of remuneration package of the KMP (other than Executive 

Directors) and Senior level employees shall comprise of fixed salary, perquisites, annual 

bonus, other benefits and allowances and contribution to Funds, etc. 

 

• They shall be eligible for stock options. 

 

Policy Review 

 

• The Policy may be amended as may be necessary. 

 

• The NRC shall implement the Policy, and may issue such guidelines, procedures etc. as 

it may deem fit. 
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