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1. Preamble

The Reserve Bank of India, through its guidelines on regulation of excessive interest
charged by NBFCs and the Fair Practices Code provisions of the Scale Based Regulation
Directions, requires every NBFC to adopt a Board-approved policy laying down internal
principles and procedures for determining interest rates, processing fees and other
charges, and to publish the rates of interest and the approach for gradation of risk on its




website. This Policy discharges that requirement for Paharimata Commodities Private
Limited (“the Company”).

2. Regulatory Framework

This Policy is framed with reference to: (a) the Reserve Bank of India (Non-Banking
Financial Company - Scale Based Regulation) Directions, 2023, as amended; (b) RBI
Notification DNBS.204/CGM(ASR)-2009 dated 2 January 2009 on regulation of excessive
interest; (c) the RBI circular on Fair Lending Practice - Penal Charges in Loan Accounts;
and (d) the Company’s Fair Practices Code.

3. Objectives

This Policy aims to: lay down the components of the lending rate and the method of their
application; set out the approach for gradation of risk and the rationale for charging
different rates to different categories of borrowers; establish the approval framework for
pricing and deviations; and prescribe the manner of disclosure of rates and charges to
borrowers and on the website.

4. Scope

This Policy applies to all fund-based credit facilities originated by the Company, whether
term loans, demand loans or structured facilities, and to all fees and charges levied in
connection with them.

5. Business Context

The Company deploys capital in three ways: financing and lending to small and mid-sized
enterprises — asset finance, working-capital-style advances and term credit — which is the
largest deployment; long-term strategic investments; and a solar power generation
operation. Lending exposures are underwritten individually through due diligence, direct
borrower interaction and local market knowledge, on a selective book held to maturity.
This model carries higher per-exposure origination and monitoring costs than volume-led
lending, and the pricing framework in this Policy reflects that operating reality while
remaining fair and transparent to the borrower.

6. Interest Rate Model

The rate charged for a facility is built from the following components:

6.1 Cost of funds. The weighted average cost of the Company’s borrowings from banks,
financial institutions and other lenders together with the cost of maintaining prudential
liquidity, forms the base of the lending rate. Movements in the Company’s borrowing costs
feed into pricing of new facilities.

6.2 Operating cost. Manpower, on-ground due diligence, credit administration,
monitoring and other administrative costs attributable to origination and servicing. Given




the Company’s in-person underwriting model, these costs are material and are recovered
over the life of the facility.

6.3 Credit risk premium. A premium reflecting the assessed risk of the borrower and the
facility, determined per the gradation framework in Section 7.

6.4 Tenor and structure premium. Longer tenors, moratoria, bullet or irregular
repayment structures, and facilities with construction or project risk attract an additional
premium for duration and structure risk.

6.5 Margin. A reasonable margin reflecting the return expectation of shareholders and the
need to maintain capital adequacy and absorb cyclical losses, benchmarked against
comparable lenders.

6.6 Market conditions. Prevailing rates for comparable credit, competitive dynamics and
the interest rate environment are considered so that pricing remains defensible in the
market while covering the components above.

Rates are quoted and applied on an annualised basis, on fixed / floating / fixed and floating
terms.

7. Gradation of Risk

7.1 The risk premium applicable to a borrower is determined on a case-by-case assessment
of, inter alia: financial strength, leverage and cash-flow adequacy; nature, enforceability,
and liquidity of the security offered and the loan-to-value ratio; the borrower’s track
record, repayment history and credit bureau record; vintage and stability of the business;
industry and sector risk, including regulatory and cyclical factors affecting the borrower’s
business: tenor and structure of the facility; ticket size; and geography and enforceability
considerations.

72 On the basis of this assessment each exposure is graded into risk categories e.g. Low /
Moderate / High, each mapped to a band within the published rate range. Borrowers
availing similar facilities may accordingly be charged different rates; the rationale is
recorded in the credit approval note for each facility.

7.3 The Company does not lend at rates outside the Board-approved range without the
approvals set out in Section 11.

8. Indicative Rate Range
The rate range currently approved by the Board is 10% to 20% per annum (annualized).
9. Penal Charges

Penal charges for non-compliance with material terms are levied as “penal charges” and
not as penal interest; they are not capitalised and no further interest is computed on them.
The quantum is reasonable and commensurate with the non-compliance, applied uniformly
within a product category, and disclosed in bold in the loan documentation.




10. Processing Fees and Other Charges

Processing fees, documentation, valuation, legal, inspection and any other charges are
disclosed upfront in the sanction letter. All charges are exclusive of applicable taxes, which
are recovered additionally. No charge not disclosed in the sanction letter shall be levied.

11. Approval Authority and Deviations

Pricing within the approved band for the applicable risk grade is approved as part of the
credit sanction by the sanctioning authority under the Board-approved delegation of
powers. Any deviation pricing below the floor, above the ceiling, or outside the band for the
assigned grade requires approval of the Board, with the rationale recorded. Deviations are
reported to the Board on timely basis.

12. Communication to the Borrower

The loan amount, annualised rate of interest, method of application, processing fees, penal
charges, other charges, tenure and repayment schedule are communicated to the borrower
at the outset of the engagement and recorded in the sanction letter, and explained on
request in a language understood by the borrower. Any revision in rates or charges is
communicated in the manner set out in the loan documents and takes effect prospectively
only.

13. Disclosure on the Website

The rate range, the approach for gradation of risk, and the details of penal and other
charges are published on the Company’s website and updated whenever revised, so thata
prospective borrower can form a view of the applicable pricing before applying.

14. Review of the Policy

This Policy, the approved rate range and the schedule of charges are reviewed by the Board
annually, and additionally whenever a material change in the cost of funds, the regulatory
framework or market conditions warrants. The website disclosure is updated within a
reasonable period of every revision.




