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Introduction

Magenta Finance Services Pyt Lid (“Magenta™) is a private limlied Company registered with
the Reserve Bank of India (RBI) a5 an NBFC and has heen reclassified as NBFC-MF] effective
November 10, 2017, It is also Classified as & Non-Systemically Important Non-Deposit Taking
Mon-Banking Finance Company.

Magenta provides microfinance services to low-income houssholds and individuals to improve
their quality of life. Magenta constantly endeavors to deliver quality services to its Borrowers
by maintaining the highest levels of transparency and integrity.

Magenta ensures that the principles of responsible lending, Iransparency, and core values are
followed in letter and spiri, Magenta follows various guidelines [ssued by the Reserve Bank of
India (“REBI™) on the Fair Practices Caode for NBFC-MFIs, Master Direction — Reserve Bank of
India (Regulatory Framework fior Microfinance Loans) Directionz, 2007 and has also adopred
the unified Industry Code of conduct developed by the Self-Regulaiory Organizations
Microfinance Institutions Metwork {MFIN) and Sa-Dhan {The Assaciation of Communiry
Development Finance Institutions).

Objectives of the Fair Practices Code (FPC)

® Tolay down the process and Buidelines for effective implementation of FPC which
I5 in compliance with the guidelines prescribed by the regulator and Soli-
Regulatory Organizations {SROs).

* To protect Borrowers from fraud, misrepresentation, deception, and unethical
practicas.

* To ensure that all practices related to lending and recovery of laans are fair and
maintain respect for Borrower's dignity.

* Tatrain all the employees and borrowers on the FPCin an effective manner and
to ensure that they follow the FPC at i) timeas,

* To monitor the effective implementation of the FPC and maintain rero tolerance
to deviations.

* To constantly review and revise the FPC based on the RBI and SRO guidelines in
additian to the experiences gained by Magenta,

Core Values

* Responsiveness- Magenta endeavors to be a responsive organization to its Bormowers” needs
and requirements The Company will constantly strive to understand the changing needs of
Bomrowers and develop switable products and services 1o address their requirements,

*  Integrity — Magenta endeavors to maintain the highest levels of fairness and mtegrity inall its
dealings with its Borrowers and keep up the commitments made.

*  Commitment - Performing all activities and tasks with professionalism and enthusiasm in
order 1o give the highest level of Bosrower satisfaction and optimal efficiency,

&  Team Spirit- Working topether to create the synergy that results in exponential prowth
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4. Guldelines on Fair Practices Code
1] Loan Application

. Loan application shall be in the vernacular language or a language as understood by the
borrowes,

b Borrower shall be provided with acknowledgment for recel ptof the loan application, The
acknowledgment shall be in vernacular language clearly communicating the timeframe
within which the loan application will be disposad of,

€. Loan application shall contain the effective interest rate, processing fiee, and insurance
premium and the borrower shall be informed of the same while taking the loan application
s that a meaningful comparison with the terms and conditions offcred by other lenders
can be made and informed decision can be taken by the borrower,

d. The loan application fiorm shall indicate the documents required to be submited with the
application form.

i) Loan appraisal

repayment capacity.
b. Loan appraisal will be done as per the Board-approved Loan Policy.

iii} Training of Borrowers

& Baorrowers will be given training for 2 days to explain to them the terms and conditions
of the loan,
b, The training will emphasize the proper utilization of the loan amount, the perils of
over- borrowing. misuse of the loan BITRO4ERI, efc.
€. The training will cover the product features including the minimuem, maximem and
average inlerest rates charged on microfinance loans, loan processing foes, Insurance
premiums, loan tenor, and repayment frequency. Bomowers will be clearly
communicated in this training that Magenta does not charge pre-payment oF foreclosure
charges,
d.  Bormwers will be told that in case of delayed payment, penalty charges will be charged
on the overdue amgunt, not on the outstanding entire amount.
& Borrowers will also be wld that they need not pay anything other than the principal,
Interest, processing fee, and insurance P .
. Training offered to the borrowers shall be free.

iv) Loan sanction and disbursernent

8 The sanction letter will contain the amount of laan sanctioned, rate of imterest, processing
fee, insurance premium, loan tenor, and repayment frequency along with the documedis
required 1o be exacuted.

b. The Company shall mandatorily 1ake the signaturethumb impression of the borrower
aocepling the logn sanction,

c.  Borrower shall be provided loan repayment schedule. The loan repayment schedule will
contain all the important terms and conditions of the loan including the annual effective
rate of interest, processing fee, insurance premium, and the terms and conditions,
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d.  Borrower shall also be provided a copy of the loan document along with a copy of emch
of all enclosures quoted in the loan dogurnent,

e The Company shall give notice/information 1o the borrower in cose of any change in the
termis and conditions including dishursement schedule, Interest rates, service charpes,
and penalty charges ete

f. Any change in interest rates and charges will be effected only prospectively. The loan
agresment shall contain a suitable condition on this,

g. The Company shall not charge forechosune charges / pre-pavment penalties on the
lnans. Penalty, if anv, for delayed payment shal] be gpplied to the overdue amount and
not fo the eotire loan amouni,

h. The loan shall be disbersed as per the pre-determined time,

v) Disclosures in Loan Documents / Loan Card

a. All the terms and conditions of the loan shall be I vernacular/a language understood by the
barrower. The following disclosures will be made:

. The annual rate of interest charged on a declining balance,

Simplified fact sheet on the pricing of the loan,

, The ceiling on the interest rate and charges applicable to microfinance loans,

The penalty charged on the overdue Amaunt,

Mo Security Deposit ¢ Margin will be collected from the borrower.

The moratorium between the grant of the loan and the due date of the repayment

of the first installment {which will be equal io or more than the frequency of repayment),

h. Anassurance that the privacy of borrower data will b respected,
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i, Information that adequately identifies the barrower,

- Acknowledgments by the field staffof all repaymenis including installments received and
the final discharge, and

k. The gricvance redressal system and the toll-free customer care helpline numbes

i, Mon-gredit products issued, if any, shall be with the full consent of the bormowers, and fee
structure shall be communicated in the loan card itself

Note: Magenta has o Board approved, standard form of loan agreement/document, and the
same i3 given to Borrowers in vermacular languape.

5. Fair Practices and Ethical Behavior

& All dealings of the Company with Bormower shall be ofen. fair and ethical,

b. All Employees of Magenta shall treat Borrowers with respect and dignity,

c. The Company shall provide microfinance services 1o all eligible Bomowers as per RBI
Buidelines,

d. The rate of interest & charges shall always be in scoordance with RBI guidelines,
The effective rate of the minimum, WAXImUm gnd averapes interesd rbes charged on
microfinance loans on each loan product, processing fees, and insurance premivm shall
be prominently displayed in all branches & head office, in the literanre fssued (in
vernacular language), and on the website of the COmpany.

e. The information published in the website shall be updated whenever there is a changg in
the rates of interest.

f. The Company will obtain copics of relevant documents from Borrowers, as per
standard KYC norms. Additional docusnents sought will be rensonable and necessary
for completing the transaction.
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8- The Company will not bundle products. The only exception o bundling may be made
with respect to credit life insurance products {if applicable), which are typically offiered
bundled with loans. The terms of insurance shall be transparently conveved to the
Borrower and comply with RBI & Insurance Regulatory and Development Autharity
{IRDA) norms.

h. Field staff shall be trained to offer suitable training to the barrowers gnd also make
the borrowers fully aware of the procedures and systems related to loans/other products,

Avoiding Over-indebtedness

a. Branch Manapers shall make proper inguirles with regard fo the curent indebiedness of
the borrowers before sanctioning the loan.

b. The Company will ensure that the boan is provided on basis of the assessment of the
anmal household fncome of the Borrower considering the broad parameters viz,
Houschold profile, Household income, and Househald EXpEnses,

€ The Company will provide accurate data to credit information companies (C1C"s)
on level of indebtedness ascertained by way of obtaining declaration from the barrowers,
verilication of hank account statements wherever available, and local enguiries efe,

d. The Company will assess the fepayment of monthly obligations of households with
monthly houschold income 1o ascertain the auiflow

€. The Company shall not exceed the indebledness cap as decided by the Indusiry
Associations and the overall prescribed fimit set by RBJ.

. The Company shall educate Barrowers on the bad effects of over-borrowing,

Collection Practices

a4 Ths Company will traig all emplovess on the callection policy to deal with Borrowers
i an appropriate manner,

b. The Company will ensure that the employees use couneous language, mainiain
decorum, and are respectful  of cultural sensitivities during all interactions with
Borrawers,

¢, In the matter of recovery of loans, the Company will instrugt employees not to follow
coercive collection practices such as collecting at odd/late hours or during the
bereavement'sickness of bormowers, behaving rudety { apgressively, or use of muscle
power during collection eic,

d. The Company will ensure the employees shall not adopt ny harsh practices viz, use of
threatening or abusjve langunge, persistently calling the borrower andfor calling the
borrower befare 2:00 AM and afler 6:00 PM, harassing relatives, friends, co-workers
of the borower, publishing the name of the borrowers, use or threst of use of
vilence  or  other similar means it harm the borrower aor borrower's
faemily/assets reputation, misleading the bormower about the extent of the debt.

& The Company will have sirict vigilance to ensure that staff do not misbelmve or
disrespect the borrowers.

f. Disciplinary action shall be iaken against the employees for any mishehavior, or
deviation from the FPC,




Privacy of Borrower Information

4. The Company shall respect the Bomowers' privacy and shall treas the Borrower
infermation as private and confidential,

b. The Company shall incorporate an adequate disclosure in the loan document an sharing
Borrower data with eredit bureaus, statutory organizations, and third parties,

€. The Company will train the stafl on fidelity and secrecy of Borrower data. The
Company will incorporate this clause in the uppointment letter.

Feedback and Grievance Redressal Mechanism

Magenta endeavors 10 be a Bormrower-centric organization keeping Borrowers at the center of its
policy-making and all the policies and procedures are designed o provide efficient and fastar
seTvices 1o Bormowers. Whils the Company will take all the steps 10 ersure that Bomower service
I given wmost importance, in case there is any leedhack or grievance, this grievance redressal
mechanism provides for timely redressal of the gricvances'hearing of the feedback. Besides, all
the grievances and feedhack received will be reviewed at the highest level of the organi zation,
and policies will be reviewed and decisions will be 1aken to strengthen fhe delivery mechanism
and provide better services,

i} The company, on i1s Notice Board has displayed the name, desipgnation, address and
telephone mumbers of olficials” senior in the hierarchy 1o the Credit Manager as
Grievance Redressal Officer who can be approached by the borrowers for resolution of
their complaints against the Company.

i) After examining the matter, the Company will endeavour 1o send the CLSIOMmET (18
responge within four weeks and intimate the customer as to how to escalate the complaint
to a higher level, if she'he is not satisfied with the PESOTESE,

i) The Company has developed its *Iniernal Principles and procedures in determining
interest and other charges™ which are displayed in the Notice Board. It will also be put
up in the wehsite of the company

iv) Each loan cand has the Toll Free number of the Customer Service Officer based a1 the
Head Office. Customers can contact on that Toll Free number and the grievance will be
redressed,

¥} The Company shall request the customer to provide feedhack on the services rendered,
This can be done through direct contacy by employees or through specific Customer
Satisfaction Surveys that may be conducted from time o time,

Review and Monitoring

= Staws of resolutbons shall be monitorad on 5 daily basis by the concerned Employes.

* On a monthly basis, compliance with the FPC including all the grievances
received, resolutions provided, snd the turn-ground time shall be reviewed by the
Compliance Officer.

* A periodical review of the Fair Practices Code and the functioning of the Erievances
redressal mechanism at various levels of managernent would be undertaken by the




Company and a consolidated report of such reviews shall be submitted to the Board of
DBirectors of the Company Quanerly.

& The Board shall review the functioning of the fair practice code including the
effectiveness of the prievance redressal mechanism on g quarterly basis,

1. Dissemination of FPC and GRM

8. The Company’s HR policy has criteria for the recruitment of all siaff, their training, and
the reporting structure. The criteria cover qualifications, skill seis, and social and
behavioral aspects. Fach emploves will be trained on FPC, GRM, Code of Conduct,
Whistle Blower Mechanism, and the appropriate way of dealing with the Borrowers,

b, Guidelines provided in the Industry Code of Conduct by MFIN & Sadhan, duly
approved and adopted by the Board, shall be implemented effactively.

¢, Employee Training:

|} Every employee will be trained on the FPC including the grievance redressal
mechanism, Besides, they will also be trained on enft skills 50 az ta behove
properly and respectfully with borrowers without adopting any abusive or
coercive debt enllection'recovery practices,

2} Each employee will be trained in a way that the Borrower is glven due respoct
and i3 treated with dignity and self-esteem,

12. General

* The Company shall not inferfere in the affairs of the bosrower except for the purposes
provided in the Loan Agreement unless new information not carlier diselosed by the
borrover has come to the notice of the Compary.

* In case of receipt of a request from the borrower for transfer of the borrower acoount,
the consent or otherwise Le. objection of the Company, il any, shall be conveved within
21 days from the date of receipt of such request. Such transfer shall be as per transparent
contraciusl lerms in consonance with law.

*  The Company has drafted its Fair Practice Code (FPC}) both in Hindi and English based
on the guidelines of RBI and it will be displaved in all the Branch premises, [Head
Office/Registered Office, and put up on the webshie of the Compsany.

*  Ltmost importance shall be given 1o the adherence to the FPC, GRM, Code of Conduc,
and Whistle Blower Mechanism while swarding the promotions to staff,

* Disciplinary action shall be taken against staff who do not adhers fo the FPC, GRM,
Code of Conduct, and Whistle Blower Mechanism,

* New Borrowers will be informed ahout the organization's policies and procedures to
help them understand their rights as borrowers.

*  All communication fo the borrower shall be in the vernacular Imnguage or the language

understood by the borrower,
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