Truhome

Truhome Finance Limited

(Formerly Shriram Housing Finance Limited Limited)

Internal Guidelines on
Corporate Governance



Truhome

Internal Guidelines on Corporate Governance

1. PREAMBLE

In order to adopt best practices and greater transparency in the operations of the Company and in
compliance with the Master Direction Non-Banking Financial Company — Housing Finance Company
(Reserve Bank) Directions, 2021, as updated from time to time (“HFC Master Directions”) read with
RBI Notification- Compliance Function and Role of Chief Compliance Officer (CCO) — NBFCs
issued vide RB1/2022-23/24 Ref.No.DoS.CO.PPG./SEC.01/11.01.005/2022-23 dated April 11, 2022
(“RBI Notification”), , the Company has framed this set of Internal Guidelines on Corporate
Governance.

These Internal Guidelines on Corporate Governance shall be placed before the Board at least once in a
financial year and as and when required.

2. DEFINITIONS

1. “Act” shall mean the provisions of the Companies Act, 2013 and rules made thereunder and shall
include the statutory amendment(s), modification(s) or re-enactment(s) thereof.

2. “Board” shall mean the Board of Directors of the Company, as constituted from time to time.
3. “Company” means Truhome Finance Ltd.

4. “Committee” shall mean committee of the Board of Directors or such other Committee
constituted from time to time.

5. “Independent Director” shall mean a Director who satisfies the criteria of independence as laid
down under Section 149 (6) of the Companies Act, 2013

6. “KMP” shall mean Key Managerial Personnel as defined in sub section (51) of Section 2 of the
Companies Act, 2013, as amended from time to time

7. “Senior Management Personnel” means personnel of the company who are members of its
core management team excluding Board of Directors comprising all members of management
one level below the executive Directors, including the functional heads as provided in
‘Explanation’ to Section 178 of the Companies Act, 2013.

8. “SEBI Listing Regulations” shall mean Securities and Exchange Board of India (Listing
Obligations and Disclosure Requirements) Regulations, 2015 and includes any statutory
modification(s) thereof.

Any other term not defined herein shall have the same meaning as defined in the Companies Act,
2013, Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015, or any other applicable law/regulation/rules prescribed by National Housing
Bank or such other authority.
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BOARD OF DIRECTORS

The Company’s Board has a primary role to protect and enhance stakeholders’ value through
supervision and strategic inputs. The Board along with its Committees not only provides supervision
and exercises appropriate controls, but also ensures a strong emphasis on transparency,
accountability and integrity. Every Director holds a fiduciary position and shall be required to attend
and actively participate in the Board and its Committee Meetings in which they are a Member and
conscientiously fulfil his/her obligations as Director of the Company.

The Board, in compliance with extant regulatory prescriptions, shall comprise of both Executive and
Non- Executive Directors, one of whom must be a woman and at least a third of the total number of
Directors being Independent Directors. All the Directors shall meet the ‘fit and proper’ criteria as
prescribed under the Companies Act, 2013, SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015 and by the National Housing Bank.

At present the Board comprises of 3 (Three) Independent Directors, 1 (one) Non-Executive Directors
and 1 (one) Executive Director being the Managing Director & CEO. The Directors bring to the
Board a wide range of experience and skills, which includes banking, finance, lending, accounting
and economics. None of the Directors of the Company are related to each other.

All the Directors on the Board (except Independent Directors and the Managing Director) are liable to
retire by rotation and one third of such Directors shall retire at every Annual General Meeting of the
Company. The Directors who are longest in office shall retire and in accordance with the provisions of
applicable laws shall be eligible for re-election.

Meetings of the Board

At least 4 meetings of the Board shall be held in every calendar year and at least 1 (one) meeting
will be held every calendar quarter, with a maximum time gap of 120 (one hundred and twenty) days
between two Board meetings. The meeting of the Board of Directors shall be called by giving not
less than seven days’ notice in writing to every Director by hand delivery or by post or by electronic
means. The agenda for the meeting should be made available to the Board shall be furnished to the
Directors well in advance.

The decisions of the Board shall be taken by simple majority of the Directors and each Director shall
exercise one vote. The Chairman of the Board shall not be entitled to a second or casting vote at any
meeting of the Board.
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Minimum Information to be placed before the Board

1. To enable the Board members to discharge their responsibilities effectively and take informed
decisions, detailed agenda papers, with explanations on each item, shall be sent to each Director well in
advance of the Board and its Committee meetings as per the Act and other applicable laws.

2. The Company shall place all statutory and other significant matters including minimum information
required to be placed in terms of Schedule II — Part A of the SEBI Listing Regulations and Secretarial
Standard on the Meetings of the Board of Directors [SS-1] as prescribed by the Institute of Company
Secretaries of India, before the Board to enable it to discharge its duty responsibly.

3. The Minutes of all Board Meetings and its Committee Meetings shall be circulated to the Board
members as per the applicable provisions of the Act and SS-1. Minutes of the previous Board
/Committee Meetings are placed in the subsequent Board/Committee Meeting for noting.

4. Any further information / data / clarification as required by the Board would be made available as
and when sought, in a transparent and timely manner.

Board Independence

Independent Directors are expected to play a key role in the decision-making process of the Board by
participating in the process of framing the overall strategy of the Company. The Independent Directors
should strive to bring in an independent, impartial and objective view to discussions at the meetings of the
Board and its Committees and they shall act in a way that is in the best interest of the Company and its
stakeholders.

Independent Directors appointed on the Board of the Company shall fulfill the criteria of independence as
set out under the provisions of Companies Act, 2013 and other applicable laws in this regard. They shall
submit an annual declaration affirming compliance with the criteria of independence for every financial
year and such declaration shall be submitted whenever there is any change in circumstances which may
affect their independence.

An Independent Director shall hold office for a term of up to five consecutive years and shall be eligible
for re-appointment for another term of up to five consecutive years on passing of a special resolution by
the Company. Provided that an Independent Director, who completes two consecutive term(s) shall be
eligible for appointment as Independent Director in the Company only after the expiration of three years of
ceasing to be an Independent Director in the Company.

Except for directorship in a subsidiary, Key Managerial Personnel of an HFC shall not hold any office
(including directorships) in any other NBFC-ML or NBFC-UL (including HFCs).

An independent director shall not be on the Board of more than three NBFCs/ HFCs (NBFCs-ML or
NBFCs-UL) at the same time. Further, the Board of the HFC shall ensure that there is no conflict arising

out of their independent directors being on the Board of another NBFC/ HFC at the same time.

Independent Directors of the Company shall not be entitled to stock options.
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Disclosures

An annual declaration on confirmation in respect of fit and proper criteria in the format prescribed under
the Company’s Policy on fit and proper criteria for the Directors formulated in terms of HFC Master
Directions shall be furnished by the Directors.

A declaration of independence in terms of Section 149(7) of the Companies Act, 2013 shall be furnished
as per annexure B by the independent Directors every financial year or whenever there is any change in
the circumstances that affect their status as an Independent Director.

All the Directors, Key Managerial Personnel and Senior Management Personnel shall abide with the
Company’s “Code of Conduct for the Board, Key Managerial Personnel and Senior Management
Personnel” and affirm compliance with the same within 30 days from the close of every financial year.

All the Directors shall comply with all laws, rules, and regulations governing trading in the securities of
the Company and the Company’s Code of Conduct for Prohibition of Insider Trading in dealing with the
securities of the Company which, inter-alia, prohibits buying or selling of the Company’s securities on
the basis of any unpublished price sensitive information and submit necessary disclosures thereunder.

Board Compensation Review

The remuneration payable to the Director(s) shall be determined by the Nomination and Remuneration
Committee and shall be recommended to the Board for its consideration and approval. The remuneration
payable shall be in accordance with the Board approved Remuneration Policy and applicable laws.

Presently, the Independent Directors of the Company are paid remuneration by way of sitting fees for
attending meetings of the Board and its Committees, in compliance with the applicable laws in this regard.

5. COMMITTEES

The Board has constituted committees to deal with specific matters and for operational convenience,
delegated powers for different functional areas to different Committees in accordance with the applicable
laws. The Audit Committee, Risk Management Committee, the Asset-Liability Management Committee,
the Nomination and Remuneration Committee, Corporate Social Responsibility Committee, IT Strategy
Committee and Stakeholder Relationship Committee have been constituted in accordance with the
provisions of the Companies Act, 2013 as applicable to the Company. The Committees should meet at
periodical intervals as per the statutory requirement or depending upon the need, as the case may be. The
composition, terms of reference and functioning of the Committee(s) shall be decided by the Board of
Directors in accordance with the provisions of the applicable laws.

Minutes of meetings of Committees of the Board and other Committee(s) as specified by the Board shall
be placed before the Board for its perusal, discussion and noting. The decisions of the Committees shall
be taken by simple majority of the members of the respective Committees and each member shall exercise
one vote. Chairman of the Committee(s) shall not be entitled to a second or casting vote at any meetings
of the Committee(s).
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Details of various Committee(s) are as under:
1. Audit Committee

The Company shall have in place an Audit Committee constituted in accordance with the provisions of
Section 177 of the Companies Act, 2013 and rules framed thereunder, applicable RBI Master Directions,
Notifications, Circulars & Guidelines and applicable provisions of SEBI Listing Regulations.

The Composition, Quorum, Terms of Reference and Frequency of the Audit Committee will be as per
applicable provisions of Companies Act, RBI, SEBI Listing Regulations, as aforesaid

1. Ensure that an Information System Audit of the critical and significant internal systems and processes is
conducted at least once in two years to assess operational risks faced by the Company.

2. Approval of any adjustments to the ECL model output (i.e. a management overlay) by the Audit
Committee

The Company Secretary shall act as the secretary to the committee.
2. Nomination & Remuneration Committee

The Company shall have in place a Nomination & Remuneration Committee constituted in accordance with
the provisions of Section 178 of the Companies Act, 2013 and rules framed thereunder, applicable RBI
Master Directions, Notifications, Circulars & Guidelines and applicable provisions of SEBI Listing
Regulations

The Composition, Quorum, Terms of Reference and Frequency of the Nomination and Remuneration
Committee will be as per applicable provisions of Companies Act, RBI, SEBI Listing Regulations, as
aforesaid and as per Nomination (including Boards’ Diversity), Remuneration and Evaluation Policy.

The Company Secretary shall act as the secretary to the committee

3. Asset-Liability Management Committee (ALCO)

The Company shall have in place an Asset Liability Management Committee constituted in accordance with
the applicable provisions of RBI Master Directions, Notifications, Circulars & Guidelines issued by RBI.

The Composition, Quorum, Terms of Reference and Frequency of the Asset Liability Management
Committee will be as per applicable provisions of RBI Master Directions and as per Asset Liability

Management Policy of the Company.

The Company Secretary shall act as the secretary to the committee.
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4. Corporate Social Responsibility (CSR) Committee

The Company shall have in place a Corporate Social Responsibility Committee constituted in accordance
with the provisions of Section 135 of the Companies Act, 2013 and rules framed thereunder. The
Composition, Quorum, Terms of Reference and Frequency of the CSR Committee will be as per
applicable provisions of Companies Act and as per CSR Policy of the Company.

The Company Secretary shall act as the secretary to the committee.
5. Risk Management Committee

The Company shall have in place a Risk Management Committee pursuant to the SEBI LODR
Regulations, 2015 applicable to the listed companies and instruction issued by RBI for Housing Finance
Companies from time to time.

The Composition, Quorum, Terms of Reference and Frequency of the Risk Management Committee will
be as per applicable provisions of Companies Act, RBI, SEBI Listing Regulations and as per Risk
Governance Framework/ Risk Management Policy of the Company.

The Company Secretary shall act as the secretary to the committee.

6. IT Strategy Committee

The Company shall have in place a IT Strategy Committee constituted in accordance with the applicable
provisions of RBI Master Directions, Notifications, Circulars & Guidelines issued by RBI/NHB.

The Composition, Quorum, Terms of Reference and Frequency of the IT Strategy Committee will be as
per applicable provisions of RBI Master Directions and as per Information Technology Policy of the
Company.

In addition to above, the Board has constituted a Banking & Finance Committee, an Internal
Complaints Committee, a Whistle Blower & Vigil Mechanism Committee, a Credit Committee,
Identification Committee, Review Committee and Committee of Executives consisting of Director(s)
or Senior Management Personnel of the Company and may constitute such other Committees, as
may be required for effective functioning of the Company.

All terms and reference of the Committee shall be reviewed by the Board of Directors of the Company
from time to time.
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CHIEF RISK OFFICER

The Company with asset size of more than I5000 crore is required to appoint a Chief Risk Officer
(CRO) with clearly specified role and responsibilities. The CRO is required to function independently so
as to ensure highest standards of risk management.

The Company shall ensure that:

il.

iil.

iv.

Vi.

Vil.

viil.

iX.

XI.

Xii.

xiil.

The CRO shall function independently so as to ensure the highest standards of risk management

The CRO shall be a senior official in the hierarchy of the Company and shall possess adequate
professional qualification/experience in the area of risk management.

The CRO shall be appointed for a fixed tenure with the approval of the Board. The CRO can be
transferred/removed from his post before completion of the tenure only with the approval of the
Board and such premature transfer/removal shall be reported to the Department of Supervision of the
Regional Office of the Reserve Bank under whose jurisdiction the HFC is registered and National
Housing Bank. Any change in incumbency of the CRO shall also be reported to the stock
exchange(s)

The Board shall put in place policies to safeguard the independence of the CRO. In this regard, the
CRO shall have direct reporting lines to the MD and CEO/Risk Management Committee (RMC) of
the Board. In case the CRO reports to the MD and CEO, the RMC/Board shall meet the CRO
without the presence of the MD and CEQ, at least on a quarterly basis.

The CRO shall not have any reporting relationship with the business verticals of the Company and
shall not be given any business targets.

There shall not be any ‘dual hatting’ i.e., the CRO shall not be given any other responsibility.

The CRO shall be involved in the process of identification, measurement and mitigation of risks. All
credit products (retail or wholesale) shall be vetted by the CRO from the angle of inherent and
control risks. The CRO’s role in deciding credit proposals shall be limited to being an advisor.
During credit sanction process for high value proposals, if the CRO is one of the decision makers in
the credit sanction process, the CRO shall have voting power and all members who are part of the
credit sanction process, shall individually and severally be liable for all the aspects, including risk
perspective related to the credit proposal.

Responsible for implementing strategies in a manner that limits risks associated with each strategy
and that ensures compliance with laws and regulations, risk policies and control limits, on both a
long-term and day-to-day basis;

CRO will be a permanent invitee and part of the quorum required at the committee where sanction
decision is being taken on high value proposals and his role will be limited to being an advisor.

CRO will monitor and oversee implementation of the risk management policy, including evaluating
the adequacy of risk management systems;

Ensuring integration of Enterprise Risk Management (ERM) with the organizational performance
and strategy;

Cultivating risk based decision making culture in the Company.



Truhome

CHIEF COMPLIANCE OFFICER

The appointment and responsibilities of the Chief Compliance Officer (“CCQO”) shall be governed by the
RBI notification issued in this regard.

The Compliance Department shall be headed by the Chief Compliance Officer. The CCO and
Compliance Function shall have the authority to communicate with any staff member and have access to
all records or files that are necessary to enable her / him to carry out entrusted responsibilities in respect
of Compliance issues.

The CCO shall be appointed for a minimum fixed tenure of not less than 3 years. However, in
exceptional cases, the Board / Board Committee may relax the minimum tenure by one year, provided
appropriate succession planning is put in place.

The CCO shall be transferred / removed before completion of the tenure only in exceptional
circumstances, with the explicit prior approval of the Board / Audit Committee, after following a well-
defined and transparent internal administrative procedure.

The CCO shall be a senior executive of the Company with a position not below two levels from the
CEO. However, this requirement can be relaxed by one level further. If the Company considers
necessary, the CCO can also be recruited from the market.

The CCO shall have a good understanding of the industry and risk management practices, knowledge of
regulations, legal requirements, and have sensitivity to Supervisory expectations.

The CCO shall have the ability to exercise judgment independently. She / He shall have the freedom and
authority to interact with regulators / supervisors directly and ensure compliance.

CCO shall have a clean track record and unquestionable integrity. Selection of the candidate for the post
of the CCO shall be made based on a well-defined selection process and recommendations made by a
committee constituted by the Board / Board Committee for the purpose. The Board / Board Committee
shall take final decision in the appointment of CCO.

The CCO shall have direct reporting lines to the MD & CEO and Board. In case the CCO reports to the
MD & CEO, the Audit Committee shall meet the CCO at quarterly intervals on a one-to-one basis,
without the presence of the senior management, including MD & CEO. The CCO shall not have any
reporting relationship with the business verticals. Further, the performance appraisal of the CCO shall be
reviewed by the Board.

PERFORMANCE EVALUATION
The Nomination and Remuneration Committee of the Company shall evaluate the performance of the

individual Directors, the Board, as a whole and its Committees. The NRC shall provide an overview
Report of the evaluation conducted by it, to the Board for their discussion and analysis.
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CONFLICT OF INTEREST

The Company expects its Directors, officers and other employees to act ethically at all times and to
acknowledge their adherence to the policies and codes adopted by the Company.

The Directors, senior management and other employees of the Company shall endeavor to avoid any
conflict of interest with respect to their dealings with the Company. A conflict of interest exists when
benefits or interests of one person or entity conflict with the interests or benefit of the Company. If a
Director has a potential conflict of interest in a matter under consideration by the Board or a
Committee, such Director shall disclose his interest in accordance with the provisions of applicable
laws and abstain from deliberations and voting on such matter. A Director who is interested in any
proposed transaction shall not exercise any influence over other Board/Committee Members in any
manner whatsoever and is restricted from casting his vote for the particular agenda. Officers and
other employees must disclose the circumstances of any possible conflict of interest to his / her
supervisor and the Managing Director and CEO, for a determination about whether a potential or
actual conflict exists. If an actual or potential conflict is determined, the Company may take whatever
corrective action appears appropriate according to the circumstances.

RELATED PARTY TRANSACTIONS

All transactions with related parties should be an arm’s length basis and that such credits are clearly
identifiable, effectively monitored and appropriate steps are taken to control the quantitative limits
or mitigate risks.

All transactions with related parties shall be subject to the approval of the Board of Directors on the
recommendation of the Audit Committee including the limits, terms and conditions, if any, imposed
thereon.

AUDITORS

Statutory Auditors

The Statutory Auditors of the Company shall be appointed in accordance with the applicable provisions

of the Companies Act, 2013 and RBI Master Directions.

The Audit Committee shall review the independence and performance of the Statutory Auditors and
the effectiveness of the audit process periodically. A declaration shall be obtained from the Auditors
affirming their eligibility for being appointed as the Statutory Auditors of the Company.

The Company shall adhere to the instructions contained in circular titled ‘Guidelines for
Appointment of Statutory Central Auditors (SCAs)/ Statutory Auditors (SAs) of Commercial Banks
(excluding RRBs), UCBs and NBFCs (including HFCs)’ dated April 27, 2021, as amended from
time to time.

10
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Internal Auditor

The Board and the Audit Committee of the Company shall appoint Internal Auditor in accordance
with the provisions of applicable laws and regulations who shall perform independent and objective
assessment of the internal controls, processes and procedures instituted by the management and
accordingly monitor its adequacy and effectiveness.

Secretarial Auditors

The Board shall appoint a Company Secretary in practice, in accordance with the provisions of the
Companies Act, 2013 and SEBI Listing Regulations to conduct a secretarial in such form and manner
prescribed under the applicable laws / regulations. The Secretarial Audit Report shall be placed
before the Board for its noting and records and the same be annexed to the Board’s Report which
shall be circulated to the members of the Company in accordance with the applicable laws /
regulations.

CODES AND POLICIES OF THE COMPANY
Code of Conduct for Directors and Employees

The Code of Conduct for Directors and Employees provides for employees to conduct their business
and affairs in compliance with applicable laws, rules and regulations of India. The Code is
applicable to all employees of the Company, including Executive Director(s) and to the Non-
Executive Director(s) to the extent of their role and responsibilities in the Company.

Whistle Blower Policy / Vigil Mechanism

The Whistle Blower Policy/Vigil Mechanism has been framed to provide a mechanism under which
an employee/ director of the Company may report violation of personnel policies of the Company,
unethical behaviour, suspected or actual fraud, violation of code of conduct and such similar
incidences. The Vigil Mechanism ensures standards of professionalism, honesty, integrity and ethical
behavior. The Mechanism adopted by the Company encourages the whistle blower to report genuine
concerns or grievances and provides for adequate safeguards against victimisation of whistle blower
who avails of such mechanism and also provides for direct access to the Chairman of the Audit
Committee.

Other Codes and Policies

In accordance with the applicable provisions of the Companies Act, 2013, the directions/ guidelines
issued by the National Housing Bank, the Securities Exchange Board of India, for internal
requirements and operational convenience, the Company has framed and adopted the following
policies and codes which shall be updated / revised as and when required under the applicable laws
or due to change in the functioning or the structure of the Company.

The codes and policies approved by the Company inter-alia includes the following:

11
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J Fair Practice Code
. Most Important Terms and Conditions
Investment Policy
Guidelines on Know Your Customer and Anti Money Laundering Policy
. Asset Liability Management Policy
) Whistle Blower & Vigil Mechanism Policy

) Resource Mobilisation Policy

o Policy on Selection Criteria/ “Fit & Proper” Person Criteria for Directors
) Nomination & Remuneration Policy

J Corporate Social Responsibility (CSR) Policy

. Code for Independent Directors

J Business Continuity Plan & Disaster Recovery Policy

o Policy on Prevention of Sexual harassment

o Internal Financial Controls

o Fraud Risk Management Policy
o Debt Management & Collection Policy
. KYC & Anti Money Laundering Policy

o Outsourcing policy

o Product Policy a) Housing Loan and b) LAP Credit
Program

o Treasury Liquidity Policy

o Accounting Policy on Repossessed Assets

o Expected Credit Loss and Delinquency Management -

Policy and procedures (“ECL Policy™)
o Business Model Policy Accounting Policy
o Pricing Policy

DISCLOSURES

The Company is committed to make adequate disclosures based on the principles of transparency,
timeliness, fairness and continuity. The Board of Directors and employees of the Company shall ensure
and make necessary disclosures to the Company, the Regulator(s) / Statutory Authorities, the
Shareholders, Investors or other stakeholders as may be required by the applicable laws and the codes &
policies of the Company.

The Board of Directors of the Company or such other person authorized by the Board or any law /
regulation, shall ensure that all the disclosures statutorily required to be made on behalf of the Company
are duly made to the Regulatory / Statutory authorities or such other persons as maybe required under
applicable laws / regulations.

In accordance with para 52.4 of the HFC Master Directions furnish to the NHB a quarterly statement on
change of directors, and a certificate from the Managing Director of the HFC that fit and proper criteria in
selection of the directors has been followed. The statement must reach NHB within 15 days of the close
of the respective quarter. The statement submitted by HFCs for the quarter ending March 31, should be
certified by the auditors. Further, in case of no change in the directors during a quarter, a ‘Nil’ statement
should be submitted.

12
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ANNUAL REPORT

The Annual Report of the Company shall contain a separate section on Corporate Governance detailing
the measures / activities undertaken by the Company as a part of its efforts towards good corporate
governance.

WEBSITE

This internal guidelines on corporate governance shall be published on the Company’s website, if any, for
the information of various stakeholders, as required by the HFC Master Directions, from time to time.

NODAL OFFICER

The Internal guidelines on Corporate Governance shall be implemented and monitored by the Company
Secretary of the Company, being the Nodal Officer for this and the periodical review and update shall be
reported by the aforementioned Nodal Officer.

AMENDMENT
The policy will be amended from time to time by the Board of Directors on the recommendation of the

Nomination & Remuneration Committee of the Board. The policy shall be automatically amended with
the changes in law.
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