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CEQ'S MESSAGE

Dear Friends,

As | do every year, it is my privilege to share with you the Aavishkaar Annual
Impact Report 2015. As a fund whose main goal was to create disruption by
making investments in Rural India, writing an impact report was never an
explicit goal for us. The fact that we do it religiously today has more to do
with our desire to hold ourselves accountable to our understanding or lack
of it of the idea of impact.

For us impact is integral to the act of investing; something that can be seen
and felt by looking at the investments we made. We always looked at Impact
as an outcome, like we saw financial returns - Find the right entrepreneur
with the right business, the scale of which makes impact. Over time, we
looked at impact more closely and scrutinized our results around livelihoods
we created, and vulnerabilities we addressed. We mixed these two core
parameters with other key variables such as risks we took, geographies we
served, adding new layers of complexity.

One question that continues to bother me personally and us collectively at
l Aavishkaar has been the uniqueness associated with us due to our impact.
This feeling probably stems more out of guilt of being seen and eulogised as
an impact investment firm while we believe that we are but an investment fund.

Whatever the reason, we have been asking this question “Are we, at Aavishkaar, really different™? Do we really deliver impact
beyond what other investors would? We have justified our uniqueness by claiming, and rightly so, that we have made difficult,
high risk investments, in difficult geographies and remote regions and have taken unconventional bets, and we have reported
them as well. While these arguments are quite convincing, somewhere the question still hangs in our minds and we have not
achieved closure. Stating it here, and sharing our discomfort with you the reader provides a cathartic relief to us.

The other question that has bothered us has been standalone impact v/s transformative impact. There is no doubt that our
investments make impact but do they transform lives? If so, to what degree? Are all the stakeholders touched by us better off,
after we touched them through our investments? The questions linger. We are not the only ones concerned with such
thoughts, as | discovered while discussing the issue of impact with my friend and classmate from IIFM, Anish Kumar, who has
worked at the grassroots in PRADAN. Anish asked me to travel with him to Gumla, a district in Jharkhand where he was
launching an initiative supported by PRADAN and the Tata Trust to bring about transformative impact by inviting stakeholders
striving to create impact to work in a concentrated manner. Anish wanted to know if Aavishkaar investee enterprises were
courageous enough to participate in this experiment and wanted me to judge the business potential of these blocks.

Jharkhand is ranked 30th on growth parameters out of 33 State and Union Territories in India. Gumla is around 100 Kilometres
away from its capital Ranchi; we visited villages deep inside the block. | had many questions about the feasibility of pushing our
varied companies into these blocks wondering if people had the disposable income to pay for services and whether our
companies would have much to offer them. After an entire day in this reasonably remote place, | have the following take away
to share:

The aspirational pyramid is flat. The aspirations of the young in rural remote India are same as that of the rest of India.
The resource pyramid exists but is changing rapidly. A quick and dirty survey (open to many interpretations) told us that

almost 80% of the households in our meeting earned INR 1 lakh per annum with the aspiration to earn at least INR 2.5 lakhs
per annum.

Only one house in the village had a toilet.




| was sitting on the floor in the Aanganwadi thinking if the discourse in my office and around the world about making an
impact is taking into account the aspirations of the people. These women were willing to pay for better quality education,
better health, better irrigation and better inputs on agriculture but except one rare woman, no one wanted a toilet. While
promising Anish that we would encourage our companies such as AgroStar, H R Foods and Little Laureates to participate in the
experiment, it was clear to me that on the ground, real Impact is complex. We need to do more to understand the conflicts
between aspirations, age-old cultural biases and personal choices and probably there is much greater need to work with other
stakeholders who understand this.

The learning | took back is that we have two kinds of development actions taking place in emerging countries like India. A
development paradigm led by not-for-profits such as PRADAN with great ability to mobilize communities at scale, which we
can term Development@!.0. The second model which uses business as a tool, is led by entrepreneurs and investors who are
trying to generate livelihoods and reduce vulnerabilities leading the Development@3.0.

For us to be effective in bringing transformation around us we probably need the missing middle - Development@2.0 -
something that would connect and bring development initiatives of various kinds together to multiply effectiveness and
create what we are all seeking - Transformative Change!

| would end this note pledging our support to Anish, PRADAN and the Tata Trust so that their efforts can help us move from
being individuals seeking to achieve our personal goals to a more transformative society. We would like to invite you to join us

in this effort.

Warm regards,

St E

Vineet Rai
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In the dynamic world of today the only constant is the expectation of change. As investors in businesses that deal with human
beings and their aspirations and aim to spawn impact while generating wealth, demographical changes play a significant role
in designing our strategy of intervention. Making an impact becomes a dynamic interplay between the aspirations of people,
evolving dynamics of business, changing forms of capital and geopolitical shifts. At Aavishkaar, we have had the benefit of
waltching this change over a decade and a half across India. With our expansion in Southeast Asia with the launch of
Aavishkaar Frontier Fund and the expansion of our affiliate Intellecap in East Africa we have a better and broader
understanding of this interplay. Our learnings clearly indicate that the marginalised of today may not have the
means to live a comfortable life but with the tools of communication at their command, they have a better
understanding of the meaning of a comfortable life. Their own aspirations are not very different from

those of an upwardly mobile middle class person.

In the dynamic setting of today, heightened aspirations combined with an increased
evenness of and equity in such aspirations across regions, means that one has to
recalibrate one’s understanding of Impact. These changing dynamics have
significantly influenced entrepreneurs and the influence is reflected in how new
age enterprises are being conceptualized and how these enterprises make
impact.

The Aavishkaar Impact Report 2015 reflects this change influenced by the
dynamism of the ecosystem we live in and the aspirations of people we
want to impact.

Mapping the change

We started in 2001, with the belief that small capital directed
towards good people can bring big impact. QOur small
amount of investments in well-meaning people over time
demonstrated that small capital is neither adequate to
sustain impact nor sufficient to generate scale.

As we reflected on our investing philosophy it was
getting clear to us that we can achieve our vision of
building a more equitable society by pursuing
initiatives that are sustainable, scalable and make
large impact. Itis always easy to give up
unsustainable businesses but it is much more
difficult to make choices with institutions that
reached sustainability but were either are not
designed for scale or were not willing to scale.
We had to make the choice and we did so by
deciding to invest our capital only in scale.
However, we also continue to salute the spirit
of those entrepreneurs who built small but
sustainable institutions making impact
continually.

Our intervention on scale was focused on
business models that were the need of people
using old models of production (artisanal)
with new models of engagement (ownership
by artisans and professionals) and large sales

03 CHANGING THE STATUS QUO




partnerships (Fab India). The impact was visible, direct and scalable. Similarly, we looked at models that could reduce
vulnerability by taking healthcare services closer to demand by miniaturizing hospitals and making them capital light as in the
case of Vaatsalya. Our impact was driven by the direct impact of old business models but inspired by innovation in capital
outlay, outreach, ownership etc.

Change as the CONSTANT

Indian demography has changed dramatically over the last 10 years. The pyramid is turning into a diamond, as the McKinsey
report on the subject suggests. This means the very poor and marginalised are reducing and are being replaced by an
emerging youthful, aspirational class that remains resource poor but carries the same aspiration that we carry.

This new class is economically active but remains on the fringes. This is the very young Indian but it could
be an Indonesian, Bangladeshi or Kenyan. She has access to most means of communication and has
a very strong desire to participate in the economy and be successful and rich. This population is
not seeking handouts but is demanding opportunity. They do not want subsidies but a level
playing field and an opportunity to participate in the new economy. The current generation
seeks efficiency and quality in products and services being provided to them. To the
surprise of many of us, they are seeking all this while they continue to fight being on a
the margins and lack access to some of the most basic necessities. We can see
how our war of independence must have been fought by the rag tag volunteer
armies by just looking at the passion and commitment this generation has to
defeat poverty and to gain economic independence. The reflection of this
change is not lost even on the Government which has been designing
initiatives and programs such as Digital India that not only bridge the
digital divide, but also can be a bridge between meeting the
aspiration and actualization divide for the marginalised.

At Aavishkaar, we have been looking at this change and have
been tweaking our own thinking to see how one can connect
impact with the change. Aavishkaar Impact Report 2015, is
dedicated to presenting such models that have tried to ~_*
serve the marginalised by using new age technology, .
tools or thought processes not only in India but also in
South East Asia.

/

As you turn pages and read through lines you would
meet our entrepreneurs and companies that are
using mobile phones to reduce input costs in
agriculture which might address one of the
biggest concerns that farmers face today. You

would read about an e-commerce logistics
company increasing livelihood in rural India
while helping e-commerce businesses meet
aspirations of Tier I, Tier Il and even rural

populations.

[

All these changes are taking place at a pace
that we have never seen before, led by
businesses models that we never thought
would make a change in the lives of the
marginalised. These models are meeting
the aspirations of the youth of this country
and the emerging world that is not seeking
a subsidy but asking for equal
opportunities..making the impact scale
sustainably, quickly and equitably.

s )
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E-commerce has captured the
imagination of the New India with the
consumption economy using internet to access a whole new
range of products and services. But the reality is that at the end of the
internet is a real world and the products and services ordered in seconds by an
impatient young India require days, weeks and months to be delivered; to some parts
of India they can probably never get delivered as the cost economics simply do not work.
The new reality of an impatient India is not only true of metropolitan India but also of the Tier I,
Tier Il cities and even districts and talukas that are demanding to be part of this new phenomenon.

The challenge of delivering products and goods to remote locations and channelling back the cash the customer
has to pay and, equally importantly, doing all this efficiently with the least amount of risk is a logistical nightmare that
is stalling the spread of the ecommerce sector into new geographies, creating uneven fulfilment of aspirations. Sensing

an opportunity in this challenge, L R Sridhar and Vijay Mahajan decided to launch Connect India, an idea that is as much about
solving this onerous problem of logistics as it is about building and Connecting India while generating livelihoods across urban
and rural geographies.

Connect India leverages existing untapped grassroots networks to roll out a last mile delivery network for e-commerce
shipments. The company ensures distribution access to the e-commerce industry in rural India and increases convenience to
e-commerce customers in urban India with a hyperlocal approach. Connect India’s key unique value proposition is the Village
Level Entrepreneur who makes logistics and the concept of reverse logistics resource efficient, making the last mile
sustainable. The tangible outcome is substantial development, significant local and rural livelihood impact, and a scaled up
e-commerce space with happy customers.

Aavishkaar saw the great opportunity in building a business that connects the aspirations of young India with the business
sense of urban India while fulfilling local livelihood aspirations of the unemployed - besides providing access of
‘Developed-India’s’ goods and services of those deprived of the privilege. Connect India will be extending its commercial o
perations to 150 Tier Il and Il towns and cities in 17 states with 1,500 Connect India centres in rural and urban markets.
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AGROSTAR

The traditional supply chain network delivering seeds, fertilizers and other essential farm inputs to farmers is riddled
with inefficiencies. The demand-supply mismatch in the micro markets leads to opportunistic escalated pricing
and higher inputs costs to farmers. Instances of spurious products sold to the farmers leading to lower than
expected yields are not uncommon. Against this backdrop, Sitanshu Sheth and Shardul Sheth, envisioned
an idea that could disrupt the existing agricultural inputs delivery supply chain. They founded AgroStar,
a first of its kind “direct to farmer” mobile commerce based platform in India. Sensing an
opportunity to provide a game changing service to farmers and create impact at scale,
Aavishkaar invested in the company in 2013, when the company was at a pilot stage.

AgroStar developed a robust back-end technology based platform where farmers can
buy an entire range of agricultural inputs with cash-on-delivery option by simply

making a missed call on the platform. Forging strategic partnerships for
procurement of products and for building an efficient supply chain network

ensured that farmers could get high quality products delivered to their
doorstep at prices which are 5%-25% cheaper than market prices. The

company further enhanced its quality of service by engaging full time
agronomists who provide advice to farmers on usage of the products

and help resolve their queries. Backed by relentless focus on quality of

service and innovative marketing strategies, AgroStar has become a
household name in many villages of Gujarat within a short span of

time.

Within two years of its genesis, the company has a loyal
customer base of over 48,000 farmers from one state alone.
The company began operations in Gujarat and has recently
started providing its services to farmers in Maharashtra and
the low income states of Madhya Pradesh and Rajasthan.
Poised for rapid scale, AgroStar aspires to be on the speed
dial of every farmer in India and eventually a preferred
mobile application for farmers once they upgrade their
feature phones to a smart phone.

No of farmers benefitted 48,000
No of districts covered 29

Savings accrued to farmers  US$ 363,778



DEVELOPING AN ECOSYSTEM TO
NU RTH AT LANT' C | NC MAINSTREAM SUSTAINABLE FISHERIES

S

-~ Gerald Knecht, founder of North

Atlantic Inc. (NAD, has been amongst the early
proponents of sustainable fisheries and his forward
thinking has helped NAI become a preferred supplier of sustainably
sourced seafood to retailers in North America. Over the years, NAl and its
subsidiary in Indonesia, Bali Seafood International (BSI), has collaborated with
supplier partners and the Indonesian Government to develop fisheries management
areas and Fishery Improvement Projects.

s

To provide a fillip to the sustainability initiatives and to help artisanal fishermen participate in the

sustainable seafood market by engaging with them directly, NAI led the Lesser Sunda Sustainable Fisheries

Initiative (LSSF1). LSSFI aims to build a rationalized supply chain supported by regional mini plants in eastern

islands of Indonesia for grading and shelf-ready processing and packaging to execute on a sustainable community

fisheries management plan. The participatory supply chain and infrastructure model provides a structure to enforce
sustainable fishing practices and can drive economic growth within the community.

BSI plans to implement process innovations aimed at promoting responsible resource conservation and management, including
developing practical solutions to traceability and information gathering. One such initiative, the Vessel Monitoring System,
leverages new age communication technology. The system is a solar powered GPS enabled passive tracking device installed on
boats that transmits real time information on parameters such as temperature, location, gear type and speed. Analyzing the data
helps provide the missing element in most traceability systems, which helps in building supply-chain transparency with its
customers. BSI has successfully completed a pilot on twenty fishing boats on the Island of Sumbawa funded by USAID and plans
to develop a model to promote wide usage of the system.

NAI aims to play a part in engineering an ecosystem that safeguards the long term viability of seafood as a food source and
fishery as a source of livelihood.

A f
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MERADOCTOR

Dr Ajay Nair and Gautam Ivatury founded MeraDoctor with a vision to transform the primary healthcare
service delivery landscape in India. MeraDoctor offers primary healthcare advice through licensed
doctors over the telephone - voice and messaging. By making healthcare advice available to mobile

users at the tap of a button, the company makes access to quality primary health advice
affordable and extremely convenient.

Adapting to the ever evolving mobile user market and changing customer preferences,
the company recently launched a simple and user friendly MeraDoctor mobile
application (app) which allows users to chat directly and seek medical advice from

trained licensed doctors. The company through this new platform, looks to A
leverage the increasing smartphone penetration in rural and urban India and
the ease and the preference of chat over telephone conversation as a
means of communication. Additionally, by taking the product to an online
app market rather than selling through traditional distributor network,
the company has expanded its potential to achieve limitless scale.

MeraDoctor's patient app is the #4 medical app in India and has
been installed by more than 200,000 people since its launch in
March this year. The app enables over 6,000 doctor
consultations per week. Through the company’s razor sharp
focus on reliability, honesty, simplicity and compassion, the
app continues to receive rave ratings and reviews.

By making primary care virtual, the company has
enabled good doctors to unlock unused doctor time by
serving patients almost anywhere in India,
exponentially expanding the reach of and improving
the quality and experience of accessing primary
health care service.

Impact on the ground (a case study)

A 26 year old female, 8 months pregnant,
called about blood loss per vaginam.
Unlicensed “village doctor” had advised her
bed rest. On history MeraDoctor found that
she was passing clots and had contractions.
MeraDoctor suspected premature labour
and referred her to the hospital. Patient
delivered a healthy baby girl the next day.
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Vasu believed that building a successful MFI was a means to create i and improve

lives of people belonging to low income households. Vasu created an ef s goal by la

Development Initiatives Trust (EDIT), a not-for-profit organization, withi onths of genesis of Equitas. Equitas ¢

5% of its profits on a quarterly basis to EDIT to ensure comprehensive development of its customer communities. Sincelincep
EDIT has implemented innovative programs which demonstrate the comp itment to social dimensions of its clients’
well-being. W

With a view to help augment household income, Equitas Gyan Kendra provides skill b
areas. Several customers have been provided access to primary and secondary healthc
seven schools, Equitas Gurukuls, about 4,000 children from poor families have availe
security program, Equitas Dhanya Kosha, provides low income households access to
providing them the benefit of buying essential food items on credit.

Today, Equitas is a leading MFI player with a client base of 2.5 million across six states and

number of people benefitting from its social initiatives. The Equitas story of creating impact at scale through its
demonstrates the power of an entrepreneur with a vision to create a successful enterprise can serve

equitably.
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QEATE IMPACT AT SCAL

We started Equitas with a mission to improve quality of life of our customers. While providing
loans to low income clients in a fair and transparent manner goes a long way in improving

! [ w ed to explore other avenues of creating impact. The desire to create
aningful impact in a holistic way encouraged us to design initiatives aimed at addressing some

[
enges racead DYy our Clle S.

— 2

aC -&eated_through the social initiatives along with scaling MFI

rations or social initiatives requires the same amount of passion and

/commitmg "'17 fr ' the top, sufficient funding arrangement, separate dedicated team motivated to deliver the programs
and a supervisory structure to help stay focused on execution.

At Equitas, our 's'?ﬁzimﬁtia_tives are just as important to us as the lending operation. A separate dedicated team works on
delivering tﬁ%@rn&{gﬁwé so that at no point in time, there is any loss of focus at the front end. The joy of delivering such
services @l_‘p&th_e_ whole team motivated.

On association and the role of Aavishkaar
Aavishkaar was the first formal investor in Equitas. Back in 2008, Equitas was started with certain principles such as

establishing very high governance standards, setting up a majority independent Board, providing freedom to the Board to
take important decisions and setting aside a committed amount for carrying out social initiatives. Aavishkaar believed in the
goals and objectives of Equitas and was happy to provide complete support through its investment. The first Shareholder
Agreement that was signed by Equitas with Aavishkaar contained our basic philosophy and principles which made it easy for
us to get future investors to agree to our philosophy.
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FUND SUMMARY

Investments by Sector Fund Break-up by Type of Investors

g

e

Invested Capital US$ 90.12 million

Pension Funds
Fund of Funds

B Agriculture Family Offices/HNIs/Foundations
Education Financial Institutions

B Healthcare Corporates

B Energy Development Finance Institutions

B Livelihoods

B Technology for Development ; 20

B \vater, Sanitation & Waste Management 156

B Microfinance & Financial Inclusion : 133

| 133
12
Fundraising Timeline
(US$ million)
42
32

24
| 6
« M

2002-06 2007 2008 2009 2010 201 2012 2013 2014 2015

B Aavishkaar| W Aavishkaar |l W@ Aavishkaar Goodwell I 8 Aavishkaar Goodwell Il Aavishkaar Frontier Fund
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GEOGRAPHICAL PRESENCE OF AAVISHKAAR

Aavishkaar has been a pioneer of the early stage investing approach with a focus on catering to the low income population in
underserved geographies in India. For more than a decade, Aavishkaar's four funds have adopted the venture capital
methodology to invest in innovative businesses creating long-lasting social and environmental impact across the country. With
this experience, Aavishkaar is extending its model through the Aavishkaar Frontier Fund (AFF) to neighboring South and
South-East Asia. AFF will invest in four Frontier countries, namely Bangladesh, Pakistan, Sri Lanka and Indonesia.

PPN

Pakistan

FUND OVERVIEW/ FUND SUMMARY 12




AAVISHKAAR'S IMPACT THESIS

We believe that Impact must be integral to the business and hence we hold the Aavishkaar business model as much
accountable for the impact it claims as we do our entrepreneurs and their business models. This also means our manner of
reporting impact must clearly identify how Aavishkaar fund and its business model is making impact in addition to reporting
what impact and outreach is being performed by its investee companies.

In addition to that, the question we grapple with continually is whether our outreach to people through our enterprises is
directed to address real challenges. We use the PRISM tool to asses this with the vulnerability maps. To project impact

holistically, we are presenting our Impact under the title ‘Fund Impact” and the Impact and outreach made by our
Entrepreneurs as ‘Portfolio Impact.

Fund Impact

With a view to create a lasting impact on the Bottom of the Pyramid (BOP) segment, our Aavishkaar investment thesis has
been designed around four key mantras:

Risk taking ability by investing in early stage enterprises operating in high-risk geographies

Nurturing enterprises and entrepreneurs

Focus on scale in a manner that our companies are able to attract mainstream capital

Finding responsible exits

2424

Portfolio Impact

The underserved sections of the society benefit from our portfolio companies’ operations in varied capacities - as employees
who gain better job opportunities; producers or suppliers who are able to leverage their incomes or save costs; and customers
or end-users who can access essential products and services at affordable prices. As a result, our portfolio companies reduce

vulnerabilities of the BOP population by contributing in one or more of the following areas:

* Improving access and affordability of essential products and services such as education, healthcare, water, sanitation and
financial services.

* Creating new and increased employment opportunities in areas where opportunities are limited.

* Leveraging income and savings for local farmers and producers by bringing significant efficiencies in supply and distribution
chains and improvements in yields.

* Reducing negative environmental impacts through innovations in technology and renewable energy.

13 AAVISHKAAR'S IMPACT THESIS




GEOGRAPHICAL OUTREACH OF OUR PORTFOLIO COMPANIES

Aavishkaar's risk taking ability can be assessed by the presence of our portfolio companies in remote and high-risk geographies.
We believe that investing in companies that operate in these geographies can create multifold impact by reaching out to the
most vulnerable amongst the low income population.

In order to better understand the on ground impact created by our portfolio companies as a result of their geographical
outreach, we use the PRISM Geographical Vulnerability Tool. The tool indicates that many of our companies have operations in
geographies with high or very high impact potential. The impact potential of a geography is derived by taking into account the
socio-economic and human development indicators of the district. A district with low performance on these indicators is
considered very highly vulnerable and companies operating in these geographies have a potential to create very high impact.
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® Aavishkaar's 31 current portfolio companies are creating access to livelihood opportunities or/and are providing access to
affordable products and services to low-income population across 461 of a total of 640 districts in India

® The extensive nation-wide outreach is a result of Aavishkaar's ability to take high risks by investing in early stage
companies operating in underserved geographies.

® Portfolio Companies have operations in 29 Indian states including all 7 Low Income States.
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raised in follow-on funds

by our current portfolio
companies through
external investors

of our companies
have rural and semi
-urban markets as
their main focus

companies have

women

board members
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