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Fair Practice Code
Preamble:

The Company is committed towards upholding the highest ethical standards in fulfilling its
obligations and responsibilities to deliver quality service to our clients.

In keeping with this philosophy, Jagaran Microfin Private Limited (the “Company”), has
adopted the following policy and procedures (“Policy”) in accordance with the notification
from Reserve Bank of India(Regulatory Framework for Microfinance Loans) Directions,2022
dated 14™ March’2022.

The objective of the policy is to develop a comprehensive “Fair Practice Code” and to
comply both in letter and spirit. The policy is based on the revised directions and guidelines
effective from 1% April’2022 on customer protection by Reserve Bank of India vide direction
no. RBI/DOR/2021-22/89,DoR.FIN.REC.95/03.10.038/2021-22 dated 14™ March’2022 with
prior approval from the board.

The policy is framed and structured based on following principles:-

1) Governance

2) Avoiding over-indebtedness
3) Responsible Pricing

4) Transparency

5) Training of Staffs

6) Fair Treatment of Borrowers
7) Privacy

8) Grievance Resolution

1. Governance

e A microfinance loan is defined as a collateral-free loan given to a household having
annual household income up to Rs.3,00,000.00. For this purpose, the household shall
mean an individual family unit, i.e., husband, wife and their unmarried children.

e All collateral-free loans, irrespective of end use and mode of application/ processing/
disbursal (either through physical or digital channels), provided to low-income
households, i.e., households having annual income up to Rs.3,00,000.00 shall be
considered as microfinance loans.

e To ensure collateral-free nature of the microfinance loan, the loan shall not be linked
with a lien on the deposit account of the borrower.

e Provide the flexibility of repayment periodicity on microfinance loans as per
borrowers’ requirement.
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The indicative methodology for assessment of household income is followed which is
based on the indicators, weightages, explanation provided by the regulators duly
approved by the board.

2. Avoiding over indebtedness

Jagaran has a board-approved policy regarding the limit on the outflows on account of
repayment of monthly loan obligations of a household as a percentage of the monthly
household income. This shall be subject to a limit of maximum 50 per cent of the
monthly household income.

The computation of loan repayment obligations shall take into account all outstanding
loans (collateral-free microfinance loans as well as any other type of collateralized
loans) of the household. The outflows capped at 50 per cent of the monthly household
income shall include repayments (including both principal as well as interest
component) towards all existing loans as well as the loan under consideration.
Existing loans, for which outflows on account of repayment of monthly loan
obligations of a household as a percentage of the monthly household income exceed
the limit of 50 per cent, shall be allowed to mature. However, in such cases, no new
loans shall be provided to these households till the prescribed limit of 50 per cent is
complied with.

Jagaran shall provide timely and accurate data to the CICs and use the data available
with them to ensure compliance with the level of indebtedness.

3. Responsible Pricing of Loans

Pricing of microfinance loans to the customers is aligned within the framework set by
the regulators and approved by the board.

We ensure that the interest rates and other charges/ fees on microfinance loans are not
usurious. These shall be subjected to supervisory scrutiny by the Reserve Bank.

We are committed to disclose pricing related information to a prospective borrower in
a standardised simplified factsheet.

Any fees to be charged to the borrowers shall be explicitly disclosed in the factsheet.
The borrower shall not be charged any amount which is not explicitly mentioned in
the factsheet.

The factsheet shall also be provided for other loans (i.e., collateralized loans)
extended to borrowers from low-income households.

There shall be no pre-payment penalty on microfinance loans. Penalty, if any, for
delayed payment shall be applied on the overdue amount and not on the entire loan
amount.

4. Transparency

A fair practices code (FPC) as approved by the board shall be displayed in all its
offices and on its website.
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All communications to the borrowers are in the language as understood by the
borrower.

The Fair Practice Code shall be in vernacular language issued as understood by the
borrower.

There shall be a standard form of loan agreement for microfinance loans in a language
understood by the borrower.

We shall provide a loan card to the borrower which shall incorporate the following:

i.  Information which adequately identifies the borrower;
ii.  Simplified factsheet on pricing;

iii.  All other terms and conditions attached to the loan;
iv.  Acknowledgements for all the repayments including instalments received and the

final discharge; and
v.  Details of the grievance redressal system, including the name and contact number
of the nodal officer.

All entries in the loan card should be in a language understood by the borrower.
Issuance of non-credit products shall be with full consent of the borrowers and fee
structure for such products shall be explicitly communicated to the borrower in the
loan card itself.

We shall prominently display the minimum, maximum and average interest rates
charged on microfinance loans in all its offices, in the literature (information
booklets/ pamphlets) issued by it and details on its website. This information shall
also be included in the supervisory returns and subjected to supervisory scrutiny.

Any change in interest rate or any other charge shall be informed to the borrower
well in advance and these changes shall be effective only prospectively

5. Training of Staff

Jagaran has a board-approved policy regarding the conduct of employees and system
for their recruitment, training and monitoring. This policy shall, inter alia, lay down
minimum qualifications for the staff and shall provide necessary training tools to deal
with the customers. Training to employees includes programs to inculcate appropriate
behaviour towards customers.

Field staff shall be trained to make necessary enquiries regarding the income and
existing debt of the household.

Training offered to the borrowers shall be free of cost.

6. Fair Treatment of borrowers

Jagaran shall put in place a mechanism for identification of the borrowers facing
repayment related difficulties, engaging with such borrowers and providing them
necessary guidance about the recourse available.

Recoveries shall be made at a designated/ central designated place decided mutually
by the borrower and Jagaran. However, field staff shall be allowed to make recovery
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at the place of residence or work of the borrower if the borrower fails to appear at the
designated/ central designated place on two or more successive occasions.

e Employees of Jagaran shall not engage in any harsh methods towards recovery. Without
limiting the general application of the foregoing, following practices shall be deemed as
harsh:

i.  Use of threatening or abusive language

ii.  Persistently calling the borrower and/ or calling the borrower before 9:00 a.m. and after
6:00 p.m.

iii. Harassing relatives, friends, or co-workers of the borrower

iv.  Publishing the name of borrowers

v. Use or threat of use of violence or other similar means to harm the borrower or
borrower’s family/ assets/ reputation

vi.  Misleading the borrower about the extent of the debt or the consequences of non-
repayment

7. Privacy

o Jagaran complies with KYC guidelines of Reserve Bank of India and has a detailed KYC-
AML policy.

e \We ensure to keep personal information of borrowers strictly confidential. It is disclosed to
the third party only if (a) consent has been obtained in writing from the customer about such
disclosure (b) legally required to do so such as Credit Bureau(c) the party in question has
been authorised by the borrower to obtain borrower information from Jagaran.

e AtJagaran IT systems have password protection systems with access rights clearly defined.

8. Grievance Resolution

Jagaran has laid down a dedicated mechanism for redressal of borrowers grievances and has a policy
duly approved by the board.

The Grievance Redressal Mechanism includes reporting system and escalation matrix of Jagaran to
resolve disputes between borrowers and the company. The same is available in vernacular language as
applicable.

Note: Jagaran is committed towards periodic review and updation of Fair Practice Code as and when
required.
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Approved by the Board of Directors at their meeting held on 11.04.2022
D~

Tanusree Ghosh
Company Secretary
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