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Interest Rate Policy

1, Background
In line with the Reselve Bank of Indta (RBI) guidelines, Maximal Finance and Investments Limited (an RBI-

tegisteted Non-Banking Financial Company, Registation No. 8-09.00313) is tequired to adopt an interest rate

model approved by the Board of Drrectors. This model incorporates the cost of funds, risk premiums, margins, and

other reler,ant factors to determine interest rates for loans afld advances. The RBI mandates that intelest tates,

nsk gradrng methodologies, and any y^t\a:1ol1s in intetest fates across bortorvet categoties be communicated to

customeLs via sanction letters ot any other rnethod deemed apptoptiate by the Boatd ot its Committees.

2. Objective of the Policy

The ptimaty goal of this Pticing Policy is to establish benchmark intetest lates for vatious customet segments,

rvhere applicable, and to deftre the principles guiding the application of spteads to these benchmark rates' This

ensufes that the final rnterest rates applied to customef s are falf , il'anspafent, and compliant v'idr tegulatoq'

standards. The policy takes into account the cost of funds, ptevailing matket conditions, and associated tisk

iactors, air-r-ring for consistency in pticing rvhile maintaining ptofitability and faitness.

3. Policy Review
This policy will be teviewed at least once per yeat or as deemed flecessatT due to tegulatoty changes,

n-rodifications in the interest rate model, ot any other relevant factots. The company shall adhete to all applicable

RBI regulations concefning intetest tates, including any ptescribed lrrnits (floors or caps) on lending tates.

4. Organisation Stmcture

4.1. Board of Directors

T6e Board of Directors of Maxrrnal Finance and Investments Limited (heteaftet tefemed to as "The Boatd')

holds ultimate tesponsibility for ovetseeing the Interest Rate Policy. The Boatd may delegate opetational tasks

related to the implementation of the policy to the Asset Liability Committee (ALCO) fot effective mxnagement.

4.2, Asset Liability Committee (ALCO)

T[e ALCO is tasked with reviewrng and adjusting benchn-ratk intetest tates) as per the Parametets set by the

Board. The ALCO meets quartetly to teview mafket conditions, funding costs, and other televant factors. Any

changes or adjr.rstrnents to the benchmatk rates must be ptesented to the Boatd fot apptoval.

Destgnated Indruduals fot Recommending Changes to the Pticing Model:



Sr. No. Designation

1 CEO Ditectot

2 Y4role Time Ditectot / Execudve Ditector

5. Interest Rate Determination Framervork

5.1 Interest Rate Model

Maximal Finance and Investments Limited offers the foliowing loan ptoducts:

. MSME/BLProduct(Unsecured)

. IGL Ptoduct (Unsecured)

. Consumet Dutable Loans (Unsecured)

The applicable interest rate for each loan ptoduct is deterrnined based on a combination of factots that ensute

sustainability, ptofitability , aodfait tteatment of customers. These factots include:

"The final benc6matk tate is determined by aggregating the afotementioned components. The factots contribudng to

these components ale oudined belorv, though not limited to:

a) CostofFunds
The cost of funds represeflts the intetest rates that the company incurs on its borowings, which ditectly influences

the intetest rates on loans. The components may include:

. Interest Rates on Debt: Rates on long-term and shott-term bortourings such as bank loans, debentutes,

andbonds.

. Cost of Raising Funds: Costs associated with issuing debt, including processing fees, legal expenses

and documentation.

. Weighted Average Cost of Capital (WACC): The blended cost of all sources of financing, inciudrng

both debt and equrty (if applicable).

. Liquidity Premium: An additional cost incutred when bonowing in iess liquid matkets or taising

funds during tght liquidity conditions.

. Risk of Borrorving: Risk premium added due to market fluctuations or comPany-specific

creditwofthiness.



b) Credit Costs
Credit costs refer to expenses related to managing credit dsk and dre poter-rtial for loan losses. Components can

include:
. Provisions for Non-Performing Assets (NPAs): Ptovisions set aside to account for loans that may

become delinquent or default.

. Write-Offs: The direct costs associated with ioans rhat ate conpletely wtitten off due to borrower

default.

. Expected Credit Loss (ECL): Fotecasted losses on loan potfolios based on histotical data and

bottowet ctedit profiles, if any.

. Credit Monitoring Costs: Expenses incurted for monitoting bortowets' cteditrvotthiness and

assessing dreit flnancial condidons ovet dme, if any.

c) Operating andAdministrative Expenses

Tl-rese costs cover the expenses related to the day-to-day operations of the business. The components may

include:
. Employee S alaries and Benefits: Remunetation costs fot staff rnvolved in loan ptocessing,

administl ation and o ther b ac k-offi c e service s.

. Technology and Infrastructure: Investments in digital platforrls, loan management systems,

ql-rerseculty, and IT maintenance.

. Office and Administrative Overheads: Office tent, udlities, stationerT and othet genetal exPenses.

. Regulatory and Compliance Cos ts: Costs related to fulfilling RBI regulatoty requilements, rncluding

audits, compliance repotting and tegulatoty filings.

. OtherLegalCostslCoststelatedtoconsultationfees, Iegalfees arrdanyotherincidentalcostsrelated

to lecovely effotts and loan collections, ifany.

. Marketing and CustomerAcquisition Costs: Costs for advertising promotions, and

maintaining reladonships urith lendets and pattnets.

d) RiskPremium
T[e tisk premium is an addrtional charge to compensate for vatious risks associated ..vidr lending. Components may

include:
. Credit Risk Premium: The extla cost fot taking on hrghet ctedit tisk fi'om bortowets widr lorvet ctedit

scotes of i.nconsistent ctedit histoties.

. Market and Economic Risk Adjustments made fot mactoeconofliic condidons, such as infladon,

interest tate volatility, and matket downtutns.

. Collateral Risk The potential risk of insufficient or volatile coilateral values, pardcularly in unsecured

loans.

o Sector-Specific Risk Ptemiums applied to bottowets operadng in high-dsk sectots (e.g., small

businesses in volatile industries).

. Geographic Risk Additional premiums fot lending in tegions with inconsistent tePayment behavioror

unstable economic environments.



e) Minimum Return on Assets (ROA)

ROA reflects the minimum retutn the compafly expects ftom its assets, ensuting that operations areprofitable.

Components include:

. Target Profit Margin: The minimum ptofit petcentage drat the company aims to achieve after

covering costs.

. Asset Efficiency: The effectiveness of unlzing loan pottfolios and othet company assets to genelate

refurns.

. Operational Risk Buffer: An added buffer to account fot operational risks, such as system failures,

ftaud, ot othet unfoteseen distuptions.

r Inyestor/Shareholder Expectationsl Retutns expected by equity holdets ot stakeholders to ensute

continued investrnent and capital flow.

6. Principles and Procedures for Charging Spreads

The interest rates applicable to vatious loan products and customet segmeflts ate determined by applying spreads

over tfie benchmark rate. The sptead takes into account sevetal factots, including but not lrmited to:

o Interest Rate Risk (Fi-xed vs Floating)

. Ctedit and Default Risk

. Bortowet Profile

. Economic and Industy Segment

o Repayn-rent Track Recotd

. Loan Type (Unsecuted)

. Loan Ticket Size

. Bureau Score

. Loan Tenure

o GeogfaPhic Collection Petformance

T[ese factors help in determining the apptoptiate sptead, ensuling that the rates feflect the tisk and value

associated widr each loan ptoduct and bottower category.

7. Communication Framework

The interest rate and any applicable fees ot chatges will be cleaily communicated to dre customet at the time of

Ioan sanctioling. The .rrto1n.t urill receive aLoanAgreement that outlines all tetras and conditions, rncludrng the

interest tate applicable to their loan, ptiot to disbutsement.

ThelnterestRatePolicywillbemadepubliclyavailableonthecompany'srvebsite,andanychanges tobenchmari(latesol

othet chatges will be updated and communicated accotdingly.



8, Borrorver Grievances
Any complarnts ot gtievances ftom borrowels telated to intetest rates ot any othet aspect of the loan agreement

rvi1l be handied according to the company's established grievance redressal mechanism. The company is

committed to tesolving any issues tn a falt and trrnely mannef.

G. Conclusion
l,laxrrnal Finance and Investments Limited is dedicated to ensuring that its interest rate policy is transparent,

equitable, and compliantwith RBl regulations. The company strives to maintain competitrve interest rates drat

reflect market realities, risk factors, and customer needs, while ensuring its long- term sustainability and ptofitability.

Important Notes: -

A ruaient 0l this p1liA will bc mdenaken annualfi antlntillbe snbjei:t to approaal b1 the Board. Atry change in docunrcnts lry ,ry of

arltlitiotts and anendntents dae to charuges in /aws, rugt/atioru, accoanting standarcls, etc. tuouLl fiilotu a change itt

nandgefirunt pmce$ md adequate runion contru l.

sd/-
Director

rl^


