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Securities and Exchange Board of India

U§Y®H Manager

frm faa faumr Corporation Finance Department

forfe wd gEftesar wumT -3 Division of Issues and Listing — 3
Tel. (Direct):022 — 2644 9848

E-mail: amanulh@sebi.gov.in

SEBI/HO/CFD/RAC-DIL3/P/OW/2025/6836/1
March 03, 2025

lIFL Capital Services Limited

24th Floor, One Lodha Place

Senapati Bapat Marg, Lower Parel (West)
Mumbai, Maharashtra, India - 400013

Kind Attention: Ms. Nishita Mody (Vice President)

Sir,

Sub: Proposed Rights Issue of Fusion Finance Limited

SURIA ¥ Yeiftiq U TRkdTd xSl (DLOF), YReta ufafar 3iR fafma o (@eh gr
A T WD SR 3 Hatey & U 7u Il & Tl A, v i fFrar sran & 7 37
ST R IR I U1 T § b 3 i @/ wRet ufeyfay ok R 91 [t @
e (39g) IR v diaRur semd) fafiaw, 2018 @ (33 3w Hitea TS Bwdior
RereRees) Y[geemy, 2018] F WA 3IR 3T 710 S &1 ured et R T 2, 3R
3119 feTT g SRt fob oTd Tl Uarrai SiR / o1 Ul IVRER & U TRaTd Seaido
RIS B W UEe! I BRI B R Y 3R el wraul ot 2 M SRR b7 UTe
B | IWIad & Hee H B 7T fewiOrt o1 3R R wraf anfe &1 ureH g o €, 391
foreh Terwrep 1 SR Hewias I F T T 8 | puan g8 o e &% i Tauw 1 S sital
§A1S T8 § / B IR UhIarU (FETilon) 39 31 91d Bl T 2, U8 I 300! Had
SETERUI & IR W 81 ST T | I8 AT B3 @t e smuast & i Tt oik ot
Yehc Tl far 91U |

With reference to the draft letter of offer (DLOF) in respect of captioned issue,
clarifications sought by SEBI and the replies submitted therein, it is stated that on scrutiny
of the same, deficiencies / instances of non-compliance of SEBI (Issue of Capital and
Disclosure Requirements) Regulations, 2018 (hereinafter referred to as SEBI (ICDR)
Regulations, 2018) and instructions have been observed, which are required to be
rectified / complied with by you before filing the offer document with the Stock Exchange
and/ or ROC. Observations on the captioned issue and other conditions to be complied
with are indicated in Annexure 'I' and ‘II'. It may be noted that the deficiencies /
requirement of additional disclosures listed in the Annexure are merely illustrative and
not exhaustive. It is your responsibility to ensure full and true disclosures.

1.

I AT ol AR §H & 71, 3119 78 YT 581 fp Tl varreier / ot IR

& YT T SRAIA QIR 1 9§ Ugdt e | <) g3 fewfora / wrdf o & sruR
URTd SIS | SIgelid PR fIT S | Ut IR / Wi Tagaa & U sifqm

TATd GRATAS STl R 9 Ul SUeh! &6 Toh U ISiahs 3 &1 &1 qY 3 et

fob SMUSTTAR Saare R fow U § oiR a1y € o +ft s 8 o v fewoft / wrdf o
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311 & JER FGelid Hd f[PTITE | 3P SraTar iR 1S off geara S & Rifdq
Heafa i fomr =8t fre wme |

As Book Running Lead Manager (BRLM / LM), you shall ensure that all changes
are effected based on the observations / conditions contained in the Annexure before
you file the offer document with the stock Exchange / ROC. A letter confirming these
changes and explaining, in seriatim, the manner in which each observation /
condition has been dealt with along with your comments should be submitted to us
before you file the final offer document with ROC / Stock Exchange. NO FURTHER
CHANGES SHOULD BE EFFECTED WITHOUT SPECIFIC WRITTEN CONSENT
OF SEBI.

2. Ug Wy a1 a1 § 6y ufayfa oik faffma &1 (&) & o varg g
(AT STagie) I &3 o1 3 foselt off TRg @ T8 7 @vrar oY % Qs gR1 =9
A U wR G 7S § | Gal A 1 ST 91d B Bis foIeR dd @ P R =g @
ARSI (side) & forg Fefe (32g) e oI o1 vRalTa § S forflg fRufar st @
3R 1 81 39 91 B! THER} AdT § fob Uara e § € S SHe R a1 orad B e
GG S | Ul Yeiue! (Tt BAoR) 7 T8 yHIId fban € b vRaTa gRarae & o
UHCIHRU (FE¥raiioR) fbu TE & 3 Hie IR W 1l § 8iR ot Uebcieneuil (Reamiior)
qUT (a2 Wevr & o'y H 9 9Hg A St & fafanit & uraui & SR fbu
Mg | R yeiue g5 i gRfa B4 i Y1 yRdl ufayfy ok i 91 (e
&l (7 (399) SR Uediaxur siitemt] fafm, 2018 Al (339 3ifp Sfiea v
fSTrRTvR RepIIRATH) TgaRg, 2018] & 3ER +f fobar oiiw | ¥1 e 4R
SR B, difes FamIes IReTfad ffe (g=g) & faw 3 & dey 8 Sa-amees fokg
A gD |
It is to be distinctly understood that submission of offer document to SEBI should not
in any way be deemed or construed that the same has been cleared or approved by
SEBI. SEBI does not take any responsibility either for the financial soundness of any
scheme or the project for which the issue is proposed to be made or for the
correctness of the statements made or opinions expressed in the offer document.
The LM has certified that the disclosures made in the offer document are generally
adequate and are in conformity with SEBI regulations for disclosures and investor
protection in force for the time being. The LM is advised to ensure the same with
respect to SEBI (ICDR) Regulations, 2018. This requirement is to facilitate investors
to take an informed decision for making investment in the proposed issue.

3. T8 i gt Tkg ¥ Wy fosan S & 6 92t 39 a1 @1 iR o1 &u @ Ffaewat
(3RGSR) DU D Gicil & 19 TG SIS H A S BRI Ybe i oY 3R
S Tt SR gafe g, R o sl uelest (efts AAe) § orifea § 5 3 o g
B o foru gt Jeoral (S Feferoi) avd fob ot ool Rriieial ot ¢ 8 v,
3R M 3= § Syult eyl A yRd ufoufy ok i 98 (@ feeR)
fafam, 1992 [@elt (wefe S IIERINT, 1992] F SR efl & U9 G deeRa sva
ST & Hee H TRIG June 10, 2024 ST THIVS (& fefercia aféfthare) uegd fran &
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It should also be clearly understood that while the Issuer Company is primarily
responsible for the correctness, adequacy and disclosure of all relevant information
in the offer document, the LMs are expected to exercise Due Diligence to ensure
that the Company discharges its responsibility adequately in this behalf and towards
this purpose, the LMs have furnished to SEBI a Due Diligence Certificate dated
December 05, 2024 in accordance with SEBI (Merchant Bankers) Regulations,
1992.

4. gIdilds, HUA URATG SIS S R 3 U B ST SRR, 2013 & 4R 34 F
qded ol 75 fobelt ot seraT 3 gad T8Y € St A1 98 SR WAy & SOR @ 9
arcit Aot a1 T SIS Sy HoRt O I Had et 81 e, S Rafad Mt 3 ey 3
T SRS BT | graiios, Telt URaTg aara el § Sis sifeafidar ar st ue o W) i
t 3ol uey! & e PRAS B ghars |

The filing of offer document does not, however, absolve the company from any
liabilities under Section 34 of the Companies Act, 2013 or from the requirement of
obtaining such statutory or other clearances as may be required for the purpose of
the proposed issue. SEBI further reserves the right to take up, at any point of time,
with the LMs any irregularities or lapses in offer document.

5. fobdll ot veR It w1 fagmoe ® A oo o Seaiw e fpar S, S URe T vaTg
XAl (STUE 3T STRgHe) H &} 7E o) @ i 81 | o9 way A siueT e
ﬁﬁu@wﬁﬁaﬁﬁw,zmaaﬁwas%m&ﬁaﬁeﬁvwﬁaﬁm
ST e |

Any publicity materials / advertisements should not contain matters extraneous to
the information contained in the draft offer document. Attention is specifically
drawn to the provisions of Section 36 of the Companies Act, 2013.

6. SRl yeud T8 YA B o5 yRdta wfayfa ok fafma 91 [goh &1 Frfe @)
3R Yebe eI 3UaY] fafram, 2018 % fafam 25(1) 3R SEN- Il F SR SRied
e (g2g) & ey F SEiei B 3 T 59 geR @ T 8 S T gd
faaRur, gyTiRUfa, St oRER & F8T Uitieey afad fbe oM & Ird =1 & +fier /
Tl TR & U URTa-UA (AR ST 3iTh) Sifae fopu wim & I 1 & ofier,
é@i%qmmamﬁmmﬁkuﬁ&ﬁwwﬁnéuﬂgﬁnmw@ﬂﬁ

ST |

The LMs are advised to ensure that a detailed calculation of filing fees in relation to
the captioned issue in terms of regulation 71(1) and Schedule Ilf of the SEBI (ICDR)
Regulations, 2018 is submitted to SEBI within seven days of filing the Prospectus
with ROC / within seven days of filing the Letter of Offer with the stock exchange, as
the case may be, along with details of filing fees paid till date.

3 ST B 3T 1 5, TG 98 arad H 31e7 &1 97 arell B & »9 &, oY 0F
3poft et a8 YA $T SR 3T a1d B g B3 i A ) Ivwiy srey fpu
ST & e H 39 f[afawl 31 SFEi-1 & Uray &1 ureH fhar T R |
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If filing fees paid by you is less than the actual fees required to be paid, the LMs are
advised to ensure and confirm compliance with the provisions of Schedule Il of the
said Regulations in regard to payment of the balance fees to SEBI.

3T S B 31 D1 &, TiG 98 IRdd T 31&1 BT o arell Y F 3ifde &), A i |

319 el D1 Ferd B fob fvd= BN diers STt ], 1Y &) 31 g8t s i o=

gmaéaﬁwqﬂﬂﬁmﬁwﬁﬁ% 3R Y&l B fohe T R YT BT
|

If filing fees paid by you are more than the actual fees required to be paid, you are
advised to inform SEBI about the amount to be refunded, along with detailed
calculation of amount refundable and name in whose favour, the payment may be
made by SEBI.

7. URdifaa A (3=) 39 i U9 & O 81 1 aRkE 9 12 HElA & iR U e
(SIIGH B / Afokp ) & forT Biar s gadr @ |

The proposed issue can open for subscription within a period of 12 months from the
date of issuance of this observation letter.

8. MUY FRIYE b U T B UM & feaw & e 3191 IR 15U &Y |

You are requested to submit your response within 15 days of the receipt of this letter.

R /Place: Ya§ /Mumbai YIS / Yours faithfully,
e
HIgHE HATId §F / Md Amanul Haque
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Annexure |
OBSERVATIONS

1. Please refer to your letter dated December 06, 2024 and January 16, 2025 and all
other correspondences exchanged. In the above regard, LM is advised to ensure
that the changes made pursuant to our initial as well as subsequent set of
clarifications are duly incorporated in the updated Letter of Offer/Letter of Offer.

2. These observations while referring to a specific chapter or point, the LM shall
ensure to disclose the same across all pages/chapters where the same/similar
matter occurs in the DLOF.

3. Wherever the LM has undertaken to modify the risk factors in its replies, the same
shall be duly modified and incorporated in the updated Letter of Offer/Letter of
Offer.

4. Wherever the LM has mentioned “Noted for compliance” or “Complied with and
noted for compliance” in its replies, LM shall ensure that the same are duly
complied with.

5. The LM is advised to ensure that in the entire DLOF, the language used is lucid,
usage of abbreviations is limited, abbreviations to be used in the para, if already
quoted in the same page /heading, any expressions, jargons or nomenclatures
from other languages or not commonly used, are explained clearly at every place
where they are used.

6. LMis advised to ensure that the disclosure of risk factors are based on materiality,
to be supported by quantifiable data to bring out the risk and to make cross-
reference the exact page no. of DLOF, wherein the details of information has been
disclosed.

7. Summary of the Offer Document- Simple conversational language to be used.
No abbreviations shall be used.

8. Definitions and Abbreviations- for Technical, Company / Industry related Terms
or Abbreviations, along with the expanded form, suitable meaning / explanation to
be provided in simple language.

9. LM is advised to disclose compliance confirmation in respect of applicable
conditions for disclosures made as per Part B of Schedule VI of Securities and
Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018 at relevant section in Letter of Offer.

X7
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PRESENTATION OF FINANCIAL INFORMATION AND OTHER INFORMATION
10.Page 16: Please refer market and industry data:

LM is advised to disclose the name of the specific reports which have been referred
instead of referring to general and unidentified sources, on page 16 as well as page
72 onwards.

FORWARD LOOKING STATEMENTS
11.Page 17: Please refer second bullet point:

LM is advised to explain whether the said disclosure include risk of cross-default
of other financiai facilities or is it oniy the one where default has occurred.

Further, LM is advised to disclose after adding cross default risk if that is stipulated
by other lenders or bond terms.

12.Page 17: Please refer fifth bullet point;

It makes a mention of unique risks without any elaboration. LM is advised to
elaborate on the actual risks that are unique to micro finance business of the issuer.

SUMMARY OF THIS DRAFT LETTER OF OFFER

13.Page 18 — Please refer: Intention of the promoters to participate in rights issue -
It has been mentioned that “if the promoters + group subscribe fully to their portion
of rights issue....., the minimum subscription of 90% will not be applicable”. LM is
advised to clarify the relevant provision of regulations in this regard.

Page 18: LM is advised to disclose the actual intent clearly affirmed w.r.t.
promoters right to subscribe or renounce (including to third parties), on page 18 as
well as on 60-61.

RISK FACTORS

14.RF 1: LM is advised to disclose the ‘% increase in NPA’ in the title of the RF.

15.RF 2 — LM is advised to disclose implications of breach of covenants on borrowings
and the powers of the lender(s). In case, the lender(s) have the power to move
NCLT fo take the issuer company for CIRP (resoliution process), please mention it
specifically and clearly.

Page 22-23: The reference of cross default risk-this should be independently
added to top 10 RFs.

16.RF 3: LM is advised to disclose the ‘nature of risks involved’ in the title of the RF.

Page 6 of 12 >
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17.RF 4: LM is advised to disclose the ‘% of concentration of operations in top 5 states’
in the title of the RF.

18.RF 6 — The title of the RF is generic / industry-wise. LM is advised to make the title
of RF specific to the company and the risk it faces.

19.RF 9 — To be brought within top 5 risk factors

20.RF 10: LM is advised to add or bring out that the interest rates charged could be
characterized as usurious and hence may face risks arising from such
characterization.

21.RF 11: LM is advised to disclose that the servicing of large debt exposure may limit
the free cash flow for operations and may limit the growth in future.

22.RF 13: LM is advised to disclose the specific details of the missing records with
ROC. Further, in case the missing records pertain to the build-up of paid up capital
and issue or transfer of equity shares, LM is advised to confirm if such missing
details were reconciled or confirmed in the next filing with ROC. Further, LM is
advised to disclose whether there is a doubt or lack of clarity on the
ownership/shareholders of the issuer company.

LM is also advised to confirm whether the missing records pertain to constitution
of board or committees of the issuer company.

LM is advised to disclose the steps taken, if any, to mitigate the risks arising out of
such missing records.

23.RF 15 — LM is advised to disclose whether the company is in compliance with the
relevant PMLA and rules thereunder, with regard to handling of cash in the
business. In case of any non-compliance, the details thereof, to be disclosed.

24.RF 19 - LM is advised to disclose whether the company is in compliance with the
relevant AML/ KYC rules, regulations and guidelines. In case of any non-
compliance, the details thereof, to be disclosed.

25.RF 22 — Please refer: “Additionally, some of our financing documents require us
to obtain consents from the relevant lenders to issue Equity Shares. We have made
applications to such lenders from whom we require approvals for undertaking an
issuance of Equity Shares. As of the date of this Draft Letter of Offer, while we
have obtained consents from most of the relevant lenders, we have applied for and
are awaiting consents in relation to the Issue from four of our lenders.” LM is
advised to provide the current status of the consent of all the lenders.

o
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26.RF 27: LM is advised to confirm whether these are undertaken in terms of RBI SSA
Directions? Further, LM is advised to disclose the number of assignees or
investors, any listed SDIs (securitized debt instruments).

27.RF 29 - To be brought with top 15 risk factors. LM is advised to provide the details
of encumbrance/ pledged shares in the relevant SAST Regulations format.

RF 29 — LM is advised to modify the title and include “in the event where the pledge
is invoked, the reputation and financial position of our Promoters may be adversely
affected, and consequently, our reputation and business prospects may be
adversely affected” in the title. Further, LM is advised to include the total amount
outstanding under such personal guarantees in the title.

28.RF 31 — To be brought within top 10 risk factors

29.RF 36: Please refer: “We rely on third-party service providers who may not perform
their obligations satisfactorily...” LM is advised to disclose the Auditors
Qualifications Remarks in this regard in the RF.

Further, LM is advised to disclose the percentage of total expenses of the third
party service providers.

30.RF 37: LM is advised to disclose the percentage of total expenses that leasing
constitutes.

31.RF 38: LM is advised to disclose relevant data to support the said RF.

32.LM is advised to insert new RF about employee cost in top 15 risk factors. It is
observed that the number of employees have been increasing during the last 2
financial years. LM is advised to disclose the financials of the last 3 years and stub
period, along with the number of employees and the employee cost in absolute
numbers and percentage to the revenue and implications, if any, of the employee
cost on the profits.

33.LM is advised to disclose the listing details of the issuer company and past non
compliances, if any, indicated by SEBI/ stock exchanges in last 3 FYs.

34.The risk factors, to the extent possible, should disclose the specific as well as
financial/economic impact on the company rather than being generic.

35.Risk Factors — Every Risk Factor shall be provided with a cross-reference to the
detailed description of the facts/reasons in the updated Letter of Offer/Letter of
Offer, wherever applicable.

/NJ"“
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CAPITAL STRUCTURE

36.Page 61: refer the table in point no. 9 - if any shareholder is a promoter group
entity, LM is advised to disclose accordingly, especially ones in serial number 1-3.

GENERAL INFORMATION

37.Page 55: partner in charge at the law firm to be specified along with email.

38.Page 57: LM is advised to confirm whether the monitoring agency has been
identified upfront. If not, reasons thereof. same on page 64.

OUR BUSINESS

39.Page 93: LM is advised to explain the term “Touch & Tech”, specific to the
company.

INDUSTRY OVERVIEW

40.Page 72: The industry overview lacks mention of peer micro finance institutions or
the landscape of lending products and experience. LM is advised to include
appropriate overview of the micro finance industry ecosystem and provide specific
factual details about the quantum and growth of micro finance institution in India.

Further, LM is advised to bring out Microfinance Industry Network (MFIN) and the
role it plays for the Micro finance sector etc.

41.LM is advised to ensure that relevant disclosures as to all
actions/complaints/pending litigations with Other Regulatory Authorities is made in
the Letter of Offer.

42.With respect to all the complaints received by LM/Company/forwarded by SEBI,
LM is advised to ensure that there is adequate redressal of the complaint and
relevant disclosures as to the same are made in the Letter of Offer and other Offer
related material along with the disclosures of the Financial Impact of the same, if
any. Further, LM is advised to incorporate a prominent Risk Factor, if required, for
such complaints received.

43.LM shall also ensure that all the complaints received by LM/Company or forwarded
by SEBI be made part of the material documents for inspection.

44.LM is advised to ensure that the disclosure of details of all the criminal matters
initiated by or against the company, subsidiaries which are at FIR stage and
no/some cognizance has been taken by court is incorporated in the Letter of Offer
along with appropriate risk factors in this regard.

Pl
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45.LM is advised to update the Letter of Offer in respect to all pending litigations
including for any legal notices where the Company is in receipt of such notices post
filing of Draft Letter of Offer.

46.LM is advised to disclose the following in the Letter of offer:

i) Rights Entitlements (REs) which are neither subscribed nor renounced on or
before the Issue Closing Date shall lapse and shall be extinguished after the
Issue Closing Date.

i) If no application is made by the purchaser of REs on or before Issue closing
date then such REs will get lapsed and shall be extinguished after the Issue
Closing Date. No shares / other securities for such lapsed REs will be credited,
even if such REs were purchased from market and purchaser will lose the
premium paid to acquire the REs.

Persons who have bought Rights Entitlements (REs), shall require to make an

application and apply for shares / other securities offered under Rights Issue,
if they want to subscribe to the shares / other securities offered under Rights

Issue.
o
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Annexure Il

General Observations

1. LM is advised to ensure that prior to filing of Letter of Offer with Registrar of
Companies, the Issuer Company has received crucial clearances / licenses /
permissions / approvals from the required competent authority which are
necessary for commencement of the activity for which the issue proceeds are
proposed to be utilized.

2. LM is advised to ensure that the ‘Observation Letter’ issued by SEBI is included
among the material contracts and documents for inspection.

3. LM is advised to ensure that prior to proceeding with the issue, “No Objection
Certificates” are obtained from all the lenders with whom the company has entered
into an agreement and the terms of such agreement require an approval to be
taken.

4. LM is advised to ensure that adequate disclosures are made to disclose any
material development which may have a material effect on the Issuer Company
between the date of registering final prospectus or the red herring prospectus or
the letter of offer, with the Registrar of Companies or designated stock exchange,
as the case may be, and the date of allotment of specified securities, while ensuring
compliance with Regulation 83 and Schedule IX of SEBI (ICDR) Regulations, 2018.

5. LMis advised to ensure that exact cross-referencing of page numbers is provided
in the letter of offer instead of general cross-referencing.

6. In pursuance of Regulation 71 Sub-Regulation 7(a) of SEBI (ICDR) Regulations,
2018, LM is advised to certify while submitting the in-seriatim reply that all
amendments, suggestions and observations advised by SEBI have been complied
with and duly incorporated in the letter of offer, while also indicating the page
number for the same.

7. ASBA:

i) LM is advised to ensure that sufficient number of Physical ASBA forms are
printed and dispatched directly to all designated branches of SCSBs which are
located in places of mandatory collection centres as specified in Schedule XII
of SEBI (ICDR) Regulations, 2018, Syndicate Members and Registered
Brokers of Stock Exchanges, the Registrars to an Issue and Share Transfer
Agents (RTAs) and Depository Participants (DPs) registered with SEBI, at least
two days before the opening of the issue. This shall be in addition to ASBA
forms which shall be sent to controlling branch of SCSBs for sending to
designated branches other than those located in mandatory collection center.

ii) LM is advised to ensure that the ASBA mode of payment is highlighted in bold
in all the advertisement / communication informing about the issue. Further, LM

/N-J"'
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is also advised to ensure that the following is suitably incorporated in all
advertisements / communications regarding the issue issued by the issuer:

ASBA .

Simple, Safe, Smart way of Application !!!

Mandatory in public issue from January 01, 2016

No cheque will be accepted
*Application supported by blocked amount (ASBA) is a better way of applying
to issues by simply blocking the fund in the bank account. For further details
check section on ASBA below.”

a. The following paragraph on ASBA may be inserted in the
advertisement/Communications:

"APPLICATIONS SUPPORTED BY BLOCKED AMOUNT (ASBA): Investors
have to apply through the ASBA process. ASBA has to be availed by all the
investors except anchor investors.

For details on the ASBA process, please refer to the details given in ASBA
form and abridged prospectus and also please refer to the section “Issue
Procedure - Issue Procedure of ASBA Bidders” beginning on page xxx of the
Letter of Offer.”

ASBA bid-cum application forms can also be downloaded from the websites
of Bombay Stock Exchange and National Stock Exchange. ASBA form can
be obtained from the list of banks that is available on the website of SEBI at
www.sebi.gov.in.

*kkkkkhkkkik /N’J.
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