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Detailed Rationale
Crisil Ratings has downgraded its rating on the long-term bank facilities and debt instruments of Satya Microcapital Ltd (Satya) to ‘Crisil
BBB-’ from ‘Crisil BBB’ while continuing the rating on ‘Rating Watch with Negative Implications’.

The rating action factors in further delay in the proposed equity raise and expectation of continued weak performance over near to medium
term.

The proposed rights issue of ~Rs 300 crore was already delayed from end of September 2025 to end of October 2025 and is now further
delayed with the current issue closing on November 06, 2025. Following loss of Rs 248 crore incurred in the first quarter of fiscal 2026, the
company'’s overall capital adequacy ratio (CAR) declined to 15.18% as on June 30, 2025 (as against regulatory minimum of 15%) from
22.68% as on March 31, 2025, thereby making timely raise of capital critical. Overall performance is expected to remain weak over the near
to medium term.

The company’s portfolio quality has seen significant moderation owing to a reduction in collection efficiency and an uptick in delinquencies.
Collection efficiency averaged around 83.5% between April 2025 and June 2025, vis-a-vis around 93% for fiscal 2025. Given this, 30+ dpd
and 90+ dpd increased to 12.8% and 5.0%, respectively, as on June 30, 2025, from 7.2% and 1.8%, respectively, as on March 31, 2025.
The company also sold loan assets aggregating to Rs 324.35 crore to asset reconstruction companies in fiscal 2026 (Rs 442.2 crore in fiscal
2025, out of which Rs 116.15 crore was written-off from the portfolio). With collections lower than levels seen in fiscal 2025, and
disbursements remaining muted, asset quality and profitability of the company could remain under pressure in the near to medium term.

The delay in equity raise along with expected losses in current fiscal, will continue to put pressure on the capital position of the company. In
the interim, the company has slowed down its disbursements to manage risk-weighted assets and capital ratios.

Crisil Ratings will be closely monitoring the company's progress in raising additional capital, with particular focus on the timely raise of
equity, to build cushion in capital adequacy. Besides, Crisil Ratings will also continue to monitor the ability of the company to show visible
improvement in its collection efficiency and trend in asset quality and the extent of any incremental provisioning requirement that may impact
the company’s overall earnings profile. The company’s ability to make substantial improvement in its collections, and thus, reduce pressure
on earnings and the overall credit profile will remain a key rating sensitivity factor.

Analytical Approach
Crisil Ratings has evaluated the business and financial risk profile of Satya on a standalone basis.

Key Rating Drivers - Strengths

Extensive experience of the promoter in the microfinance industry, and the experienced board and senior management

The promoter, Mr Vivek Tiwari has been engaged in the microfinance business for over two decades, before he started Satya in 2016.
Besides the promoter’s robust understanding of financial product requirements for the customers in the microfinance space, the company
also benefits from the experienced board, which has a mix of executive and non-executive directors, including independent directors. The




leadership team comprises professionals with average experience of over a decade in the fields of microfinance, audit, operations, people
management, and information technology (IT). Given its focus on digitisation of operations, processes are carried out through an e-platform.
Besides the online generation of granular credit quality reports for the entire portfolio, the company has distinct portals for business (Br.Net)
and collections (Trucell) for better functional boundaries. While disbursements are entirely made in cashless mode, the management is now
focused on attaining 100% cashless collections.

Geographically diversified portfolio

As on June 30, 2025, Satya was present in 26 states (as against 7 states as on March 31, 2018). Uttar Pradesh (UP) formed the highest
exposure (30%). The top five states formed 64% of the exposure, with UP followed by Bihar (20.5%), Haryana (4.6%), Rajasthan (4.9%),
and Karnataka (4.0%). Moreover, the top five districts accounted for 5.3% of assets under management (AUM) as on June 30, 2025. Due to
the ongoing situation and several challenges faced by the microfinance industry, the company has curbed its disbursements during fiscal
2025, with overall disbursements at Rs 2,788 crore. While for the first quarter of fiscal 2026, the company disbursed Rs 1010.5 crore and
reported an AUM of Rs 4421.9 crore as of June 2025, it has further slowed down disbursements in the second quarter. While the company
proposes to diversify its geographic reach, coupled with substantial improvement in asset quality, will remain critical.

Key Rating Drivers - Weaknesses

Average asset quality

The company’s portfolio quality has seen significant moderation owing to a reduction in collection efficiency and an uptick in delinquencies.
Collection efficiency averaged around 83.5% between April 2025 and June 2025, vis-a-vis around 93% for fiscal 2025. Given this, 30+ dpd
(due per day) and 90+ dpd increased to 12.8% and 5.0%, respectively, as on June 30, 2025, from 7.2% and 1.8%, respectively, as on March
31, 2025. The company also sold loan assets aggregating to Rs 324.35 crore to asset reconstruction companies in fiscal 2026 (Rs 442.2
crore in fiscal 2025, out of which Rs 116.15 crore was written-off from the portfolio). With collections lower than levels seen in fiscal 2025,
and disbursements remaining muted, asset quality and profitability of the company could remain under pressure in the near to medium term.

Overall profitability (in terms of profit after tax and return on managed assets (RoMA)) fell to -Rs 248 crore and -15.6%, respectively, for the
first quarter of fiscal 2026, from Rs 25.4 crore and 0.4%, respectively, during fiscal 2025 (Rs 130.9 crore and 2.0%, respectively, during fiscal
2024). Credit cost (provisions + write-offs), during the first quarter of fiscal 2025, stood at 11.5% (annualised basis) as compared to 2.3%
during fiscal 2025 (2.1% during fiscal 2024). Crisil Ratings overall believes Satya’s ability to maintain and achieve portfolio quality, while
scaling up the loan book, will remain a key rating sensitivity factor.

Susceptibility to risk arising from exposure to borrowers with inherently weak credit risk profiles and socio-political issues in the
sector

A significant portion of Satya’s portfolio comprises loans to individuals under the joint-liability group (JLG) mechanism. These customers
have weak credit risk profiles and lack of access to formal credit. They include farmers, tailors, cattle owners/traders, small vegetable
vendors, teashop owners and dairy farmers. The incomes of these households could be volatile and are dependent on the performance of
the local economy.

The microfinance sector has witnessed various events over the years, including regulatory and legislative challenges, that have disrupted
operations. Some of these events include the Andhra crisis, demonetisation in 2016, the Covid-19 pandemic over fiscals 2020 and 2021,
and sociopolitical issues in certain states. These events have adversely affected the sector, elevated delinquencies and hurt the profitability
and capitalization metrics of NBFC-MFIs. These challenges underscore the vulnerability of the microfinance business model to external
risks. The pandemic brought in fresh challenges, aggravating existing vulnerabilities in the microfinance sector by heightening credit risks
and the likelihood of loan default by borrowers.

While the sector has navigated these events, it remains susceptible to issues, including local elections, natural calamities and borrower
protests, which may lead to a temporary spike in delinquencies. Nevertheless, the company has been able to manage its portfolio well
without any significant impact on recoveries. However, MFls are exposed to socially sensitive factors and changes in the macroeconomic
scenario. Furthermore, the sector is regulated by multiple bodies which, from time to time, have been providing several directives to maintain
credit discipline and avoid over-indebtedness amongst borrowers.

Liquidity Adequate

The company held total liquidity (i.e. cash & equivalents and liquid investments) of Rs 220.5 crore and unutilised cash credit of Rs 20 crore,
as on September 30, 2025. Against this, it has mandatory outflow of around Rs 228 crore (in form of scheduled debt, bank loan repayments
and operational expenses) for one month. Therefore, liquidity stood at 1.06 times, considering nil collections. The company had steady
monthly collections of around Rs 314.5 crore during the last 12 months.

Rating sensitivity factors

Upward factors

« Timely raising of substantial equity capital

¢  Substantial improvement in earnings profile with RoMA maintained over 2% on consistent basis
«  Substantial improvement in asset quality, backed by higher collections

Downward factors

* Lack of sustained improvement in asset quality, leading to prolonged weakness in earnings profile

* Any material revision in the quantum of equity proposed to be raised and/or a significant delay in the timing of this equity infusion
e Moderation in capitalisation, marked by a decline in CAR, and the ratio remaining below 16% for a prolonged period

About the Company

Satya (formerly known as TFC Invest Ltd) is a Delhi-based, non-banking-finance company, registered as a microfinance institution with the
Reserve Bank of India. It commenced operations in November 2016. Within a span of seven years, the company expanded its presence to
26 states and union territories, namely, Assam, Bihar, Chandigarh, Chhattisgarh, Delhi, Gujarat, Haryana, Himachal Pradesh, Jammu &
Kashmir, Jharkhand, Karnataka, Madhya Pradesh, Odisha, Puducherry, Punjab, Rajasthan, Tamil Nadu, Tripura, Uttar Pradesh,
Uttarakhand, West Bengal, Andhra Pradesh, Telangana, Maharshtra and Goa, through a network of more than 74219 villages in 830
branches as of March 31,2025. The company largely extends JLG up to Rs 50,000 and individual loans are up to ticket size of Rs 80,000.



Key Financial Indicators

Unit June 2025 (Q1 FY 2026) Mar 25 Mar 24 Mar 23 Mar 22
Total managed assets Rs crore 5951.6 6768.5 6009.9 4684 2884
Total income Rs crore 211.2 1300.9 1273.9 736 402
PAT Rs crore (247.9) 25.4 130.9 53 32.5
Return on managed assets % (15.6)* 0.4 2.0 1.2 1.2
GNPA (90+ dpd) % 4.76 1.22 2.2 1.3 3.3
Gearing Times 4.7 4.3 4.6 4.4 4.1

*on an annualised basis

Any other information: Not applicable

Note on complexity levels of the rated instrument:
Crisil Ratings™ complexity levels are assigned to various types of financial instruments and are included (where applicable) in the 'Annexure
- Details of Instrument' in this Rating Rationale.

Crisil Ratings will disclose complexity level for all securities - including those that are yet to be placed - based on available information. The
complexity level for instruments may be updated, where required, in the rating rationale published subsequent to the issuance of the
instrument when details on such features are available.

For more details on the Crisil Ratings® complexity levels please visit www.crisilratings.com. Users may also call the Customer Service
Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)

Date of |Coupon| Maturity |Issue Size[Complexity Rating Outstanding
ISIN Name Of Instrument Allotment|Rate (%)| Date |(Rs.Crore)| Levels with Outlook
INE982X07176 Non Convertible Debentures 12-Aug-21| 11.70 [12-Aug-27 80 Complex [Crisil BBB-/Watch Negative
INE982X07291 Non Convertible Debentures 15-Jun-22| 11.42 |15-Dec-25| 46.7 Simple |Crisil BBB-/Watch Negative
NA Non Convertible Debentures® NA NA NA 0.3 Simple |Crisil BBB-/Watch Negative
INE982X08091 Subordinated Debt 30-Nov-23| 14.20 |30-Apr-29 25 Complex |Crisil BBB-/Watch Negative
INE982X08091 Subordinated Debt 21-Dec-23| 14.20 |30-Apr-29 24 Complex |Crisil BBB-/Watch Negative
INE982X08109 Subordinated Debt 12-Feb-24| 13.85 |12-Jul-29 100 Complex |Crisil BBB-/Watch Negative
NA Subordinated Debt? NA NA NA 1 Complex |Crisil BBB-/Watch Negative
NA Proposed Long Term Bank Loan Facility NA NA NA 192 NA Crisil BBB-/Watch Negative
NA Term Loan NA NA |31-Mar-26 9.25 NA Crisil BBB-/Watch Negative
NA Term Loan NA NA [25-Nov-25[ 11.67 NA Crisil BBB-/Watch Negative
NA Term Loan NA NA |30-Dec-25| 6.25 NA Crisil BBB-/Watch Negative
NA Term Loan NA NA |20-Aug-26| 24.58 NA Crisil BBB-/Watch Negative
NA Term Loan NA NA [28-Nov-26| 56.25 NA Crisil BBB-/Watch Negative
# Yet to be issued
Annexure - Rating History for last 3 Years
Current 2025 (History) 2024 2023 2022 Stant of
Instrument Type o‘j:;z:?‘it"g Rating Date Rating Date Rating Date Rating Date Rating Rating
Crisil Crisil . . .
Fund Based Crisil Crisil Crisil
Facilitios LT 3000 Bﬁ'z;;’\{if/fh 26-09-25 Bﬁgggﬁ}gh 26-07-24 | papliciane 231123 papiistable 211922 | gpgiStable -
22-08-25 BBBEr/i\f\ill tch | 16-04-24 Crisil 01-11-23 Crisil 26-07-22 Crisil
- e Develop?n‘; 4% | BBB+/Stable -~ "°° | BBB+/Stable < °'"°“ | BBB/Stable -
Crisil Crisil Crisil Crisil
- 130525 papliciabie 070224 | gpgiStbie 090823 gopiistabie 030622 gag/Suble -
Crisil Crisil Crisil Crisil
- 21:01-25 | papliciapie 290124 papiistable 310523  papiistable 130422 | gpgiStable -
- - - 24-01-23 BBIg:/réstgble 13-01-22 BBg/r;gble -
Crisil
- - - - 06-01-22  gpgiciapie -
Non Convertible LT 127.0 BBBC R/Sv”t h| 26-09-25 BBglr\i/s"t h | 26-07-24 Crisil 23-11-23 Crisil 21-10-22 Crisil Crisil
Debentures : Neéaﬁ?,ec 0% Negati/g 7% BBB+/Stable | <°7''"°° | BBB+/Stable < °““  BBB/Stable BBB/Stable
22.08-25 BBBET\?\}I tch | 16-04-24 Crisil 01-11-23 Crisil 26-07-22 Crisil
- e Develop‘;‘ncg “472% | BBB+/Stable - <° | BBB+/Stable <> °'"°“ | BBB/Stable -
Crisil Crisil Crisil Crisil
- 130525 goglSibie 070224 ppgiSwble 090823 gpguSwmble 030622 ppp/stable -
Crisil Crisil Crisil Crisil
- 210125 | paplitanle 290124 ppiistable 310523 papiSwmble 130422 ppp/Stable -
- - - 200128 | gagicunie | 170122 ppg/Sanie -




Subordinated Debt

All amounts are in Rs.Cr.

Crisil
BBB-/Watch
Negative

LT 150.0

Crisil

Crisil
26-09-25 = BBB/Watch | 26-07-24
Negative BBB+/Stable
Crisil Crisil
22-08-25 | BBB+Watch = 16-04-24
Developing BBB+/Stable
Crisil Crisil
13-05-25 | gppy/staple | 07-02-24 | gpB+/Stable
Crisil Crisil
21-01-25 | ppgy/staple | 290124 | BBB+/Stable

Annexure - Details of Bank Lenders & Facilities

Facility

Proposed Long

Term Bank

Loan Facility

Term Loan

Term Loan

Term Loan

Term Loan

Term Loan

Criteria Details

Amount (Rs.Crore)

192
9.25
11.67

6.25
24.58
56.25

Name of Lender
Not Applicable
Bank of Baroda

Crisil

- 06-01-22 | ppR/Staple

Crisil
23-11-23 | pppy/Stable - -

Rating
Crisil BBB-/Watch Negative
Crisil BBB-/Watch Negative

Utkarsh Small Finance Bank

Limited
Dhanlaxmi Bank Limited
SBM Bank (India) Limited
DBS Bank India Limited

Crisil BBB-/Watch Negative

Crisil BBB-/Watch Negative
Crisil BBB-/Watch Negative
Crisil BBB-/Watch Negative

Links to related criteria

Basics of Ratings (including_default recognition, assessing_information adequacy)
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Note for Media:

This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to Crisil Ratings. However, Crisil Ratings alone has the
sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites and portals.

About Crisil Ratings Limited (A subsidiary of Crisil Limited, an S&P Global Company)

Crisil Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as bank loans,
certificates of deposit, commercial paper, non-convertible/convertible/partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InvITs).

Crisil Ratings Limited ('Crisil Ratings') is a wholly-owned subsidiary of Crisil Limited (‘Crisil'). Crisil Ratings Limited is registered in
India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").

For more information, visit www.crisilratings.com

About Crisil Limited
Crisil is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FEACEBOOK

CRISIL PRIVACY NOTICE

Crisil respects your privacy. We may use your contact information, such as your name, address and email id to fulfil your request and service your
account and to provide you with additional information from Crisil. For further information on Crisil's privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer is part of and applies to each credit rating report and/or credit rating rationale (‘report') provided by Crisil Ratings
Limited ('Crisil Ratings'). For the avoidance of doubt, the term 'report' includes the information, ratings and other content forming
part of the report. The report is intended for use only within the jurisdiction of India. This report does not constitute an offer of
services. Without limiting the generality of the foregoing, nothing in the report is to be construed as Crisil Ratings provision or
intention to provide any services in jurisdictions where Crisil Ratings does not have the necessary licenses and/or registration to
carry out its business activities. Access or use of this report does not create a client relationship between Crisil Ratings and the
user.

The report is a statement of opinion as on the date it is expressed, and it is not intended to and does not constitute investment
advice within meaning of any laws or regulations (including US laws and regulations). The report is not an offer to sell or an offer
to purchase or subscribe to any investment in any securities, instruments, facilities or solicitation of any kind to enter into any
deal or transaction with the entity to which the report pertains. The recipients of the report should rely on their own judgment and
take their own professional advice before acting on the report in any way.

Crisil Ratings and its associates do not act as a fiduciary. The report is based on the information believed to be reliable as of the
date it is published, Crisil Ratings does not perform an audit or undertake due diligence or independent verification of any
information it receives and/or relies on for preparation of the report. THE REPORT IS PROVIDED ON “AS IS” BASIS. TO THE
MAXIMUM EXTENT PERMITTED BY APPLICABLE LAWS, CRISIL RATINGS DISCLAIMS WARRANTY OF ANY KIND,
EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, INCLUDING WARRANTIES OF MERCHANTABILITY,
ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION, SATISFACTORY QUALITY,
FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE. In no event shall Crisil Ratings, its associates, third-party
providers, as well as their directors, officers, shareholders, employees or agents be liable to any party for any direct, indirect,
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees or losses



(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of any part of the report
even if advised of the possibility of such damages.

The report is confidential information of Crisil Ratings and Crisil Ratings reserves all rights, titles and interest in the rating report.
The report shall not be altered, disseminated, distributed, redistributed, licensed, sub-licensed, sold, assigned or published any
content thereof or offer access to any third party without prior written consent of Crisil Ratings.

Crisil Ratings or its associates may have other commercial transactions with the entity to which the report pertains or its
associates. Ratings are subject to revision or withdrawal at any time by Crisil Ratings. Crisil Ratings may receive compensation
for its ratings and certain credit-related analyses, normally from issuers or underwriters of the instruments, facilities, securities or
from obligors.

Crisil Ratings has in place a ratings code of conduct and policies for managing conflict of interest. For more detail, please refer
to: https://www.crisil.com/en/home/our-businesses/ratings/regulatory-disclosures/highlighted-policies.html. Public ratings and
analysis by Crisil Ratings, as are required to be disclosed under the Securities and Exchange Board of India regulations (and
other applicable regulations, if any), are made available on its websites, www.crisilratings.com and
https://www.ratingsanalytica.com (free of charge). Crisil Ratings shall not have the obligation to update the information in the
Crisil Ratings report following its publication although Crisil Ratings may disseminate its opinion and/or analysis. Reports with
more detail and additional information may be available for subscription at a fee. Rating criteria by Crisil Ratings are available on
the Crisil Ratings website, www.crisilratings.com. For the latest rating information on any company rated by Crisil Ratings, you
may contact the Crisil Ratings desk at crisilratingdesk@crisil.com, or at (0091) 1800 267 3850.

Crisil Ratings shall have no liability, whatsoever, with respect to any copies, modifications, derivative works, compilations or
extractions of any part of this [report/ work products], by any person, including by use of any generative artificial intelligence or
other artificial intelligence and machine learning models, algorithms, software, or other tools. Crisil Ratings takes no
responsibility for such unauthorized copies, modifications, derivative works, compilations or extractions of its [report/ work
products] and shall not be held liable for any errors, omissions of inaccuracies in such copies, modifications, derivative works,
compilations or extractions. Such acts will also be in breach of Crisil Ratings’ intellectual property rights or contrary to the laws of
India and Crisil Ratings shall have the right to take appropriate actions, including legal actions against any such breach.

Crisil Ratings uses the prefix 'PP-MLD' for the ratings of principal-protected market-linked debentures (PPMLD) with effect from
November 1, 2011, to comply with the SEBI circular, "Guidelines for Issue and Listing of Structured Products/Market Linked
Debentures". The revision in rating symbols for PPMLDs should not be construed as a change in the rating of the subject
instrument. For details on Crisil Ratings' use of 'PP-MLD' please refer to the notes to Rating scale for Debt Instruments and
Structured Finance Instruments at the following link: https://www.crisilratings.com/en/home/our-business/ratings/credit-ratings-
scale.html




