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INTEREST RATE POLICY
KOSAMATTAM FINANCE LIMITED

1. Background
As per Reserve Bank of India guidelines, the Board of an NBFC shall adopt an interest rate model considering relevant factors such as cost of funds, overhead costs, fair return on capital employed, market conditions and risk premium to determine the rate of interest to be charged for loans and advances. KFL (Kosamattam Finance Ltd) has adopted this interest rate policy to lay out an appropriate internal principle and procedures to arrive at benchmark rates to be used for different types of customer segments and to decide on the principles and approach of charging spreads to arrive at final rates charged from customers for its lending business.
2.Objectives of the Policy
Objectives of this Interest Rate Policy are to:
• Set out a framework describing the interest rate model adopted by KFL.
• Provide its borrowers an overview of the method and factors used for calculating the interest rates charged on various financial products of KFL.
• Adopt a uniform and consistent approach for determining the interest rates charged to different types of borrowers
•To avoid Charging of excessive interest rates.
3. Methodology
The Company has implemented a Risk-Based Pricing (RBP) framework. Risk-based pricing refers to the concept of offering differential interest rates to different customer-classes based on the inherent riskiness in their profiles and overall creditworthiness. This is done to ensure that lending institutions are fairly compensated to the extent of the risks that they will undertake owing to onboarding a particular kind of customer. The average yields and the rate of interest shall be decided from time to time, giving due consideration to the following factors:
a) The cost of funds on the borrowings, as well as costs incidental to those borrowings, taking into consideration the average tenure, market liquidity and refinancing avenues etc. Under the Risk Based Pricing approach, the Company computes the Weighted Average Cost of Capital (WACC). The Company borrows funds through term loans, Non-Convertible Debentures, Commercial paper and subordinate debt from the investors. Weighted average cost of borrowing such funds is taken for benchmark calculation.
b) Operating cost includes employee expenses, branch-related fixed and variable costs, operations cost, sales and marketing expenses.
c) Inherent credit and default risk in our business, particularly trends with sub-groups / customer segments of the loan portfolio. Base risk premium to cover business-related risks.
d) Nature of lending, for example unsecured/secured, and the associated tenure.
e) Nature and value of securities and collateral offered by customers
f) Subventions and subsidies available, if any
g) Risk profile of customer i.e. professional qualification, stability in earnings and employment, financial positions, past repayment track record with us or other lenders, external ratings of customers, credit reports, customer relationship, future business potential etc.
h) Industry trends i.e. offerings by competition.
i) ALM mismatch cost: The Company borrows funds through short term and long-term products and to comply with the guidelines it needs to manage ALM gaps under certain limits imposed by regulator, while taking prepayment into account of the customer.
j) Base ROA: Base Return on assets is the minimum return expected by the company on its assets.
4.Interest Rate Model
The Company shall adopt a discrete Policy which shall mean that the rate of interest for same product and tenure availed during the same period by separate customers may not be standardized but shall vary within a range, depending, amongst other things, the factors mentioned below.
The company adopts a Risk Based Pricing interest rate model which takes into consideration the current pricing structure, funding sources, cost components, historical data on income, expenses, and returns which are then analysed to identify key pricing parameters. WACC and operational costs are used to determine the minimum lending rate. Product- and borrower-specific risk premiums are then added to arrive at the final lending rate.
5. Approach for Gradation of Risks
Risk grading enables the Company to differentiate customers across different risk spectrum and helps in applying risk premium to that customer. The Company shall assign a rating score to all its loans, which shall consider various factors like the past track record, the financial robustness of the security offered, various risks associated with the project like market risk, operating risk and regulatory risk among others and mitigation thereof.
The risk premium attached with a customer shall be assessed inter-alia based on the following factors:
1. Profile and market reputation of the borrower.
2. Tenure of relationship with the borrower, past repayment track record and historical performance of our similar client’s overall customer yield, future potential, repayment capacity based on cash flows and other financial commitments of the borrower, mode of payment etc.
3. Nature and value of primary collateral.
4. Interest, default risk in related business segment i.e. market volatility and competitor review
5. Bureau score of an individual which determines the credit payment history across loan types and credit institutions over a period of time.
6. Regulatory stipulations, if applicable
7. Under the Risk Based Pricing approach, the Company has identified certain parameters for borrowers within each product such as LTV for Gold Loan which will be used to add borrower specific premiums.
8.And any other factors that may be relevant in a particular case.
Business practices will be conducted in a manner to ensure the maximum interest rate charged does not exceed the range calculated as per the Risk Based Pricing framework, however in case the maximum rate charged is above the range described in accordance with the Risk Based Pricing framework, the same will be submitted to the ALCO committee and will be presented in the subsequent RMC with proper justification.
6.Basis - number of days per year
Interest shall be calculated based on 365 days a year. 
7. Computation or application of Interest rates:
a. For Bullet repayment loans: Simple interest rate.
b. For EMI repayment loans: Compounded interest rate. Interest shall not be levied on the charges receivable from customers.
c. Interest rate calculated based on the principal loan amount outstanding.
8.Annualized rate of interest
Interest rate shall mean the annualized rate on the credit facilities charged to the borrower by the Company, based on the periodicity of payments, for example, monthly quarterly, etc. The interest rate shall not include the following (the exclusion list is indicative in nature and shall not be only limited to the components below):
• Processing costs.
• Document charges.
• Stamp duty.
• External Costs.
• Penalties, including late penalties.
• Contingent charges.
• Prepayment charges.
•  benefits such as subventions, subsidies etc.
9.Fixed rate / Floating rate
Being short-tenure loans (not exceeding a year), all the loans shall be granted at a fixed rate only. In the case of fixed interest rates, the spread would be computed based on product specific and customer specific parameters. However, unlike floating interest rates that shall be reset at the prescribed intervals, fixed interest rates shall not be reset and remain fixed.
10.Rebate in Interest
Depending on various factors related to a Product, such as its availability, interchangeability of financial resources, seasonal trends in market, competition, promotional nature, etc., the Company may extend rebate to customers in the Rate of Interest applicable to a product for limited or unlimited time for early servicing of the loan product. The rebate is offered to encourage borrowers to service interest regularly and to avail the benefit of higher rebate and competitive lower interest rates within the prescribed slab periods. The rebate scheme is only an offer of option and it is left to the choice of the borrower whether to avail the interest benefit or not. Company shall charge interest as per the terms and conditions of the loan mutually agreed to by the borrower who has signed the pledge form / loan agreement and accepted the other terms and conditions of the loan.
11.Interest rate charged
     Schedule of Interest rate is given below.
	Segment
	Particulars
	Rate of Interest

	Gold loan
	Loan to value ratio and customer’s interest payment behaviour in respect of current loan.
	Upto 31%

	Mortgage Loans
	Residential Property, Commercial Property, Industrial Property, Open Plot.
	Upto 24%

	
	
	

	Business loans
	Profile, stock, cash flow
	Upto 31%

	Rental loans
	profile, relationship vintage, cash flow
	Upto 20%

	Staff loan (personal loan)
	Profile and vintage
	Upto 20%



12.Organization Structure
1. Board of Directors
The Board of Directors shall have oversight for the Interest Rate Policy. To ensure effective implementation of the Policy, the Board may delegate the implementation of the Policy and its operational aspects to the respective Business Head and/or ALCO as may be deemed fit. The authority to fix the Interest Rate for each Loan Product is vested in the Management Committee consisting of the Managing Director, Chief Business Officer and Chief Financial Officer. Any reduction or rebate in the interest rate, however, will be under the sole discretion of the Managing Director.
2. Asset Liability Management Committee (ALCO)
ALCO shall be responsible for evaluating and approving the Interest Rate range i.e. the minimum and maximum rate the Company can charge within which loans shall be granted to the customers. Any changes in the Interest Rate range shall be approved by the ALCO and would be put up to the Board in subsequent meeting.
13.Amendments:
• Any amendments to this Interest Rate Policy will be reviewed and approved by the Board. Provisions of this Interest Rate Policy are subject to amendment in accordance with Applicable Laws (including rules, regulations, notifications) on the subject as may be issued from time to time.
• In case any provisions of this Interest Rate Policy are inconsistent with Applicable Laws (including any subsequent amendment(s), clarification(s), circular(s), etc.) then such provisions of Applicable Laws shall prevail over the provisions hereunder and this Interest Rate Policy shall stand amended so that it complies with Applicable Laws from the effective date of the change in Applicable Laws.

14.Review and Oversight
1. Board Approval:
The Board has reviewed, approved and adopted this document as the Interest Rate Policy of the Company. The Board shall be responsible for the administration, interpretation, application and review of this policy.
2. Risk Management Committee:
The Risk Management Committee will oversee the implementation of this Interest Rate Policy. The Risk Management Committee will be responsible for monitoring the interest rates charged by the Company as per this Interest Rate Policy and provide necessary updates and recommendations to the Board in this regard.
3. Periodicity of Review:
This Interest Rate Policy will be reviewed by the Board and/or the Risk Management Committee on periodical basis as may be deemed appropriate by the Board and/or the Risk Management Committee
15.Communication to the Borrowers
Interest rates including existing rebate thereon, if any, and other applicable charges would be intimated to the customers at the time of sanction / availing of the loan / in the Key Facts Statement. Changes in the rates and charges would be communicated to the respective customers through e-mail or letter or SMS or any other means of communication in a transparent manner. It shall be ensured that changes in interest rates and charges take effect only prospectively.
16.Other Charges
Besides interest, other financial charges like processing fees, charges on various services like issuing No Due certificates, NOC, letters etc. would be levied by the Company wherever considered necessary. Any changes in the charges shall be approved by the ALCO and would be put up to the Board in subsequent meeting. Besides the base charges, the Goods and Service Tax (GST) and other cess would be collected at applicable rates from time to time. Any revision in these charges would be with prospective effect. A suitable condition in this regard would be incorporated in the loan agreement. Any fees, charges, etc. which are not mentioned in the KFS, shall not be charged to the borrower at any stage during the term of the loan, without explicit consent of the borrower.
17.Penal Charges
RBI has advised that penalty shall be levied for non – payment of loan dues within the due date and / or for non- compliance of terms and conditions of the loan sanction by the borrower as penal charges only and shall not be levied in the form of penal interest which gets normally added to the rate of interest charged on loans. No further interest shall be charged on the penal charges debited. However, this will not affect the normal procedure for compounding of interest in the loan account, as clarified in RBI guidelines.  Penal charges are applied as penalty for non-repayment of the loan dues within the loan contract period of 6 months / 12 months or when the repayment is made after the expiry of OD limit or for the delayed payment of EMIs after the due date. Penal charges are applicable also for non-compliance of the terms and conditions of the loan and in the event of liability exceeding the realizable value of gold pledged as security so as to compensate the possibility of a loss. The penal charges as per the tariff fixed from time to time by the company will be applied for the period of default on the overdue / irregular dues outstanding as on the date of repayment which is inclusive of principal and up to-date interest or on the defaulted EMIs outstanding on the date of repayment. Remittance by borrowers into their loan accounts will be appropriated first towards the penal charges or any other kind of charges which are outstanding and due as on date, and then towards accrued interest and towards principal in a sequential manner.
The Policy was last reviewed by the Board on September 16, 2026

For Kosamattam Finance Limited



Mathew K. Cherian
Managing Director
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