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FROM THE DESK OF CHAIRMAN

DearStakeholders

| feel privileged to put forth my views and to reflect on the
journey of the Bank. The year gone by has been full of events
including many ups and downs but we flourished and performed
through all odds. Needless to say that the lessons which we
learned through our transformational journey to establish as
Small Finance Bankisgoingtopayrich dividendin future.

Your Bank currently has a comprehensive set of products and
services thatisaimed at bringing the underserved and unserved
populace to the banking stream. During financial year 2018-19,
the Bank was successful in positioning itself as a new generation

bank, beingfocused ondeliveringthe entire gamut of financial servicestooneandall.

Marching past Financial Year 2018 -19, with an eye on bringing underserved and unserved populace to the
main banking stream, the Bank has witnessed all around as well as inclusive growth. To further strengthen
the cause of financial inclusion, the Bank are now operating out of 139 Districts of 11 States across India with
61 General Banking (GB) and 375 Micro Banking (MB) Outlets. Expanding its outreach, the Bank has
crossed dual milestone of two lakh saving account customers and 20 lakh active loan clients. The Bank
continuously strive to improve as a financial institution by having nationwide presence with innovative
banking products and services, and with focus on garnering long term value for all our stakeholders
includinginvestors,employeesand customers.

The year gone by, witnessed addition of significant numbersin the customer base, our Liabilities and Assets
Business grew at a brisk pace. The Bank closed the year with total Gross Advances of 34,740 crore and total
Deposits Base of 33,791 crore. Our CASA ratio has improved and now stands higher than 10% of total
deposits. The year witnessed a Net Interest Income (NII) of 497.4 crore and an Operating Profit of 219
crore. The Bank has achieved148.8 crore as Profit Before Tax (PBT) which further resulted into393.9 crore
of Profit After Tax (PAT). The Net NPA ratio of 0.12% is a true reflection of robust portfolio that the Bank
possesses.

The FY2018-19 has been only the second complete financial year as a Bank for Utkarsh. Financial highlights
as well as details of financial performance of the last financial year is being shared with you. | would like to
reiteratethatthe passionforinnovationandvalue creationremainedjustasstrongwhile the focus shifted to
stringentcontrol & processoriented approach.

The year has focused more on broad basing the product bouquet and strengthening the Support and
Control functions. Every erstwhile microfinance business location has been converted into Micro Banking
outlets. The Micro Banking vertical hasmovedto complete cashlessdisbursement of allits loans.

Obligations to the society is a matter of pride for us and we undertake Corporate Social Responsibility in
true letter and spirit. Bank has taken various programs under CSR umbrella to serve the society and needy
through ourpriority sectors.

We are committed to the highest standards of Corporate Governance and transparency as it plays
important role in achieving the corporate vision and mission of the organization. On behalf of the Board of
Directors, | can assure you that we abide by the same. For us the guiding principles of Corporate
Governance framework have always been based upon compliance of Law / Regulations in letter and spirit,
adoptingtransparent systems, safeguarding the interest of its Stakeholdersand creatingan environment of
trust and confidence by means of transparent and timely disclosure of information. We believe in
conductingfairbusiness,andrespect the needsof ourcommunity andall our Stakeholders.
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Being a new age bank, we strive hard to set new standards in customer experience, with extensive use of
state of the art technology and honest sincerity in customer service. | am sure that this approach would
enableyourBanktodeliverservicesthatare affordable,accessible, easytounderstandand operate with.

To maintain the dynamic character of Bank is our commitment and to render the institution relevant for all
times we bring necessary changes to build a strong foundation to sustains in all facets. We welcome,
encourageandsupportallsuggestionswhich helpsusinthejourneyof excellence.

| take this opportunity to thank all employees, who extended their wholehearted support in building a
vibrantinstitution. We believe in equal opportunities for personal and professional growth for all, building a
performance and knowledge-based employee team, which strengthens our ability to deliver on our stated
goals.

| express my sincere gratitude and thanksto all Stakeholders who reposed trust and confidencein Bankand
mentored the Bank to performance. | hope and seek your continued support, guidance and patronage in
theexcitingjourneythatourbankhasembarked upon.

Regards,

Sd/-
Dr.V.S. Sampath
Chairman

Place: Mumbai
Date: May 25, 2019
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FROM THE DESK OF MD & CEO

As we enter into third year of banking operations, it is my pride
andprivilegetosharethe highlightsandstrategy of the Bank.

Towards the mandate, to be originator for small & middle
segments of the society, the experiment of the RBI to give
licenses to 10 SFBs is proving significant. The way SFBs have
shaped up and performed during last 2-3 years, they are poised
to play crucial role in expanding banking activities in particular,
credit to the unserved section and geographies. It is also
important to note that all 10 SFBs have become operational by
Now.

Govind Singh
The Bankpresently hasoperationsin139Districtsacross 11States

of Bihar, Chhattisgarh, Delhi-NCR, Haryana, Himachal Pradesh, Jharkhand, Madhya Pradesh,
Maharashtra, Uttar Pradesh, Uttarakhand and West Bengal with 61 General Banking (GB) Outletsand 375
Micro Banking (MB) Outlets, served by over 6,300 dedicated employees. As the Bank expandsinto newer
geographies to serve the local populace, we look forward to bring up a completely new world of
convenience banking with technology based solutions for providing optimal solutions to the customers.
The Bankshallexpanditsfootprintinto newer geographiesto serve the banking operationsin comingyears.
Inaddition, the Bank will expandits reach in existing geographies and expand bouquet of products through
itsexisting banking outlets.

On financial front, the financial year closed with a Net Interest Income (NIl) 0of¥497.4 crore and Operating
Profit of 219 crore. The Bank achieved %148.8 crore as Profit Before Tax (PBT) and¥93.9 crore of Profit After
Tax (PAT).The GrossNPAand Net NPAwere 1.39% and 0.12% respectively as on March 31,2019. The Bank's
Capital to Risk Assets Ratio (CRAR) was 24.10%, as against the stipulated 15%. The Cost of Funds for the
Bankhasdeclinedfrom 9.99%in priorfinancial yearto 9.30%in financial year2018-19.

The Bankachieved animportant milestone of 20 lakh customer base in Microfinance business and sourced
more than 2 lakh Liability Accounts. The year closed with an increase in deposits by 72% from 32,194 crore
(March 2018)t0%3,791 crore (March 2019). The Current Account-Savings Account (CASA) Ratio increased
from 3.9% (March 2018) to 10% (March 2019). The gross advances grew by 48% from 3,208 crore (March
2018)to%4,740 crore (March 2019).

During the year, the Bank has launched a new website www.utkarsh.bank with a new look and more
responsive features.

On the Technology front, the Bank has added its own ATMs across the operational states. The Bank has
ambitious plans of paperless banking with E-KYC and similar initiatives in the coming FYs. The Bank is well
poised to become highly retail and financial inclusion oriented Bank. Use of technology in rural area and
smallertowns of the country, to provide all banking services to an unserved and underserved section of the
society, will be hallmark of the Bank. However, the Bank is equally equipped to serve all segments of the
society with its bouquet of products and service channels. Digital banking is key for the Bank for efficient
and effective servicestoitsesteemed customers.

The Microfinance outreach through the financial inclusion initiative of the Bank has covered over 20 lakh
Active Women Client base in 120 districts of 10 states across India. The Bank closed FY2018-19 with more
than 4,100 crore of microfinance loans to Women Clients. Further, aligning with the vision & mission of the
Government (Swachh Bharat) the Bank introduced its first non-income generation loan 'Utkarsh
Swachhata Loan' product, for its Women Clients. The Bank disbursed over 60 core to more than 24,000
women clientsduring financial year2018-19.
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The financial year witnessed many changes in organizational structure to align with the Banking business
requirements. The employee base increased from 5,142 to 6,282 that include 627 women employees. The
ratio of women employees to the total employeesincreased from 7.8% to 10.0% during financial year 2018-
19. To ensure right skill set of employees, the training capacity along with suitable infrastructure was
strengthened, with Zonal Training Centres apart from upgraded regional training centres for attending
various external trainings. Employee engagement initiatives like Town Hall Meetings, Buddy Mitra, HRMS
(differentmodules) etc.wereintroduced duringtheyear.

During the financial year, Utkarsh Welfare Foundation (UWF) expanded its scope and scale of Financial
Awareness and Heath Initiative activities. The group is looking to expand activities of the foundation with
moreservicesat existingand newerlocationswithimpactfulinteraction.

Next consolidation cum growth phase will be crucial for the Bank. The primary focus will be on increasing
CASA &Retail Term Deposit base, expanding productsandservices under Retail Asset segment, expanding
existing products into new geographies, use of new channels to source business and greater continued
focusonprocesses, compliance and controlswithadvanced use of technology.

Public listing of the Bank as mandated by RBI licensing guidelines will be the key focus area for the Bank.
This will not only enhance capital requirements for future growth of the Bank but also see much wider
ownership ofthe Bank.

We strongly believe that your Bank is agile and is adaptable to the challenges and opportunities in today's
competitive environment. Our focus is on strengthening controls and putting right process in place. Our
strong customer support & loyalty together with staff's enduring commitment poised toimprove the Bank's
performanceincomingyears.

“Your Bank has maintained a strong organizational culture and we have held onto the principal motto:
'‘Aap Ummeed Kijiye, Banking Hum Karenge'. with the tag line : 'Aapki Ummeed Ka Khaata'”
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The Bank acknowledges and appreciates the support and guidance received from the Reserve Bank of
India (RBI). | take this opportunity to thank the Board for their valuable and continued support and
guidance.

| place on record my sincere appreciation to the Special Committee of Directors for managing day-to-day
affairsof the Bankduring the period | had to step down fromthe postof MD & CEO.

| wish to express my gratitude, to our partners, the Investors & Shareholders for their continued support &
patronageand providingstrategicinputsduringthisimportant phase.

Ithankallouresteemed customersforreposingfaithin our productsandservicesand continued patronage.
| would like to register my appreciation of the dedication and commitment shown by our employees in
expansion of the Bank and reaching new heights of performance and profitability in a very challenging &
competitive environment.

I look forward tothe continued support of all our Stakeholders, and commit on behalf of allemployees, fora
robust and well balanced growth in the coming years. We have the opportunity and the capability to
becomeverysignificant playerin nextfewyears.

The business teams are geared for all round sustainable growth. Control teams, Risk, Compliance, Audit,
Vigilance have enhanced their capabilities manifold and Support teams, HR & Training, Operations,
Branding, Finance & Accounts, Credit Projects & Admin and IT have substantially improved processes for
longterm growth of the Bankand for delivering efficient productsand servicesto our esteemed customers.

Wishingalltheteams, best of the times!

Regards,

Sd/-
Govind Singh
Managing Director & CEO

Place: Mumbai
Date: May 25, 2019
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BOARD OF DIRECTORS

Dr.V.S.Sampathisa1973 Batch |AS Officer retired from the prestigious post
of Chief Election Commissioner of India, and has held several important
postings in Central Government, including a stint in the Union Ministry of
Rural Development. As Chief Election Commissioner, Dr. Sampath
pioneered several reforms in poll management, the primary among them
being expenditure monitoring, setting up of flying squads and surveillance
teams.

Dr.Sampath hadalsobeenappointedas Director General, National Institute
of Rural Development. Subsequently, he held the post of Secretary,
Chemicals and Petrochemicals, where he was pivotal in conceptualizing

and implementing the Petroleum, Chemicals and Petro chemicals
B ampath Investment Regions (PCPIR) policy, to help the growth of the
Petrochemical sector in India, by facilitating massive investments in the
identified regions.

Dr. Sampath has also served as Secretary, in the Central Power Ministry,
where he was instrumental in implementing several forward-thinking
policies, which aided the sector. Among them was Restructured-
Accelerated Power Development and Reforms Programme (R-APDRP), a
mega-package for the renovation and modernization of Indian power
utilities, tohelpthemimprove their performance.

Mr. Kajal Ghose is a career banker, with more than 38 years of banking
experience with SBIl.He hasrich experiencein State Bank of Indiaandretired
asthe CGM. During his career, he had varied experience, including heading
retail operations at Branches. He has also handled key positions in Planning
Assignments, Inventory Management, Information Technology.

During the last decade of his career, he managed ATM Operations of the
Bankand also worked in the Rural Business Group. During his career, he has
looked after the Debit and Prepaid Cards and Mobile Banking Services
divisionalso.He headed Lucknowand DelhiZone of State Bank of India.

Mr. Kajal Ghose

Mr. Ghose also led the Business Intelligence Department of SBl in addition
torunningthe Country's biggest Banking Data Warehouse.
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Mr. Somnath Sengupta joined the State Bank of Bikaner & Jaipur in
December, 1976 as a Probationary Officer, and worked in various roles over
the next 19 years. In January 1996, he joined UTI Bank (which became Axis
Bankin2007) as Head of Treasury Operations.In2003 he became the Head
of Finance & Accounts, and then CFO of the Bank, thereafter. At the time of
his retirement from the Axis Bank in September 2014, he was Executive
Director, Corporate Centre, heading the Compliance, Finance, Inspection
andInvestorRelations, IT, Law, Operationsand Riskfunctions.

Mr. Sengupta was a whole-time Director on the Board of the Axis Bank, a
Nominee Directoron the Board of Axis UK (the Bank's subsidiary in London)
and a member of the Axis Foundation (the Bank's CSR arm) Board. After
working as, a banker for nearly 38 years, he is now actively involved in the
social sectorin Kolkata.

Mr. Somnath
Sengupta

Mr. Tantra Narayan Thakur has over 39 years of extensive experience, in
Treasury Management, Financial Management (including Resource
Mobilization, Investment decisions and Appraisal of Projects Financing),
Accounts, Cash Management, Budgeting and Budgetary Control, Human
Resource Managementetc.

He worked for seven years in the offices of the Accountant General of three

states in India, for four years in the Office of the Comptroller and Auditor

General of India, for three years as Dy. Secretary/Director in the

Government of India, for one year as Secretary to Chief Minister of a major

State, for five years as Principal Director of Audit under the Comptroller &

Auditor General of India, for over five years as Director (Finance) in Power I Uy FYETEY NEYEIYET)
Finance Corporation of India Ltd. and for twelve years as CMD, Power Thakur
Trading Corporation (PTC) India Ltd.

He was earlier deputed to the United Nations High Commissioner for
Refugees (UNHCR) at Geneva, for performance audit of that organization,
on behalf of the United Nations Board of Auditors. He was a member of the
Prime Minister's Task Force on Socio-Economic Development of Jammu &
Kashmir,headed by Dr.C.Rangarajan.

Ms. Anita Ramachandran heads Cerebrus Consultants, and has about 35
years of consulting experience in Corporate Strategy and Human Resource
Consulting. She is an alumni of Jamnalal Bajaj Institute of Management
Studies, Mumbai and began her career with AF Ferguson & Co, where she
spent19yearsintheareaof management consulting.

Ms. Ramachandran had set up Cerebrus Consultants in 1995 with a passion
of making a difference in the HR environment, and making a significant
impact with focus on diversity and women's relevance in the workplace. Ms.
Ramachandran is an expert in the rewards area in the country and has
worked with a large number of multinationals and major Indian companies
acrossawiderangeofsectors.

Ms. Anita
Ramachandran
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Mr. Arup Kumar,isa B.Tech. (Hons.)in Electrical Engineering having 27 years
industry experience, including 23 years in SIDBI, a principal Development
Finance Institution for MSME sector in the country. The diversified
experience of Mr. Kumar includes his experience in debt and equity
investments to MSME sector, policy formation, product development and
processlayoutwiththehelpof ITinSIDBI.

Mr. Kumar is presently working as General Manager with SIDBI at their

Lucknow office, and having field level working experience in Northern,

Eastern, Western and Central regions of the organization along with his

seniorlevel policy making experience in Credit, Risk Managementand Asset Mr. Arup Kumar
Recovery Department of SIDBI. Before joining SIDBI, Mr. Kumar has worked

with Hindustan Petroleum Corporation Ltd.inthe Marketing Division.

Mr.Govind Singh hasan overall experience of more than 30 yearsin Banking
& Finance Sector, with wide range of experience at differentlevels.

He is the founder of Utkarsh Corelnvest Ltd. (Erstwhile-Utkarsh Micro
Finance Ltd.), the promoting institution of Utkarsh Small Finance Bank Ltd.
Currently, Mr.Govind Singhis the MD & CEO of Utkarsh Small Finance Bank
Ltd.

Priortosettingup Utkarsh, he waswith ICICIBank Ltd.in Rural, Micro & Agri-
Business Group as the Business Head for Micro Banking. He also worked in
Retail Liabilities Group with ICICI Bank.

MR TNTRIUT LB 2 rjicr to ICICI Bank, he had worked with UTI Bank Ltd. (Axis Bank), Bank
Internasional Indonesia, Surya Roshni Group (Financial Services). He also
hadstintswith Allahabad Bankand State Bank of Patiala.

Mr. Govind Singh, also served as a member of the working group to review
the Business Correspondent (BC) Modelin India. The committee was setup
by RBltoexaminethewaysforimproving BC Model.
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COMMITTEES OF THE BOARD

Audit Committee

The composition & majorresponsibilities of the Committee are given below:

Mr. Tantra Narayan Thakur (Chairperson)

Members Ms. Anita Ramachandran

Mr. Somnath Sengupta

Major » Recommendation for appointment, remuneration and terms of appointment of
Responsibilities Auditorsofthe Bank;

Review and monitoring the auditor's independence and performance, and
effectivenessof audit process;

Examination of the financial statementand the auditors'report thereon;

Approval or any subsequent modification of transactions of the Bank with related
parties;

Scrutiny ofinter-corporateloansandinvestments;

Valuation of undertakingsorassetsof the Bank, whereveritisnecessary;
Evaluationofinternal financial controlsand riskmanagement systems;
Monitoringthe end use of fundsraised through public offersandrelated matters;
Providingdirectionandtooversee the operation of the audit function;

Review of the internal audit system with special emphasis on its quality and
effectiveness;

Review of internal and concurrent audit reports of large branches with a focus on
all major areas of housekeeping, particularly inter branch adjustment accounts,
arrears in the balancing of the books, un-reconciled entries in inter-Company
accountsandfrauds;

Discussiononthe mattersrelated tofrauds;

Discussion and follow up for the audit observations relating to Long Form Audit
Report;

Discussion and follow up for the observations relating to Inspection Report / Risk
Assessment Reportofthe RBI;

Reviewthe system ofappointment of concurrentauditorsandexternalauditors;
Review of the Bank's financial reporting process and the disclosure of its financial
information to ensure that the financial statement is correct, sufficient and
credible;

Approval of paymentsto statutoryauditorsforotherservicesrendered by them;
Review with the management, the annual financial statements and auditor's
report thereon before submission to the Board for approval with particular
referenceto:

© Review and approval of matters required to be included in the Director's
Responsibility Statementin the Board's Report in terms of clause (5) of section
134 of the Companies Act, 2013, Changes, if any, in accounting policies &
practicesandreasonsforthe same;
Review of major accounting entries involving estimates based on the exercise
ofjudgment bythe management;
Review of Significant adjustments made in the financial statements arising out
ofauditfindings;
Review of Compliance with statutory and legal requirements relating to
financial statements;
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Review of disclosure of any related party transactions;
Reviewanddiscussqualificationsinthe draftauditreport;

Review with the management, the quarterly financial statements before
submissiontothe Boardforapproval;

Review with the management, the statement of uses / application of funds
raised through an issue (public issue, rights issue, preferential issue, etc.), the
statement of funds utilized for purposes other than those stated in the offer
document / prospectus / notice and the report submitted by the agency
monitoring the utilization of proceeds of a public or rights issue, and making
appropriaterecommendationsto the Boardfortaking stepsinthe matter;
Review with the management, performance and independence of statutory
and internal auditors, adequacy of the internal control systems and
effectivenessof audit process;

Obtainandreview quarterly / halfyearly reports of the Compliance Officer;
Review the adequacy ofinternalauditfunction,ifany,including the structure of
the Internal Audit Department, staffing, seniority of the official heading the
department, reportingstructure, coverage and frequency of Internal Audit;
Discuss with internal auditors any significant audit findings and follow up
thereon;

Review the findings of any internal investigations by the internal auditors into
matters where there is suspected fraud or irregularity or a failure of internal
controlsystems of amaterial natureand reportingthe mattertothe Board;
Discuss with Statutory Auditors, before the commencement of audit, the
nature and scope of audit as also conduct post-audit discussion to ascertain
anyareaofconcern;

Analysis of the reasons for substantial defaults in the payment to the
Depositors, Debenture Holders, Shareholders (in case of non-payment of
declared dividends)and Creditors;

Review of the functioning of the Whistle Blower-cum-Vigil Mechanism;
Approval of the appointment of the Head of Internal Audit / Chief Internal
Audit Officer before finalization of the same by the management. While
approving the appointment, Audit Committee shall assess the qualifications,
experience & backgroundetc.ofthe candidate;

Approval or any subsequent modification of transactions of the Bank with
related parties;

Evaluation of internal financial controls and risk management system;
Valuation of undertakingsorassets of the Bank, whereveritisnecessary.

Frequency Onceinaquarter

Nomination & Remuneration Committee

The composition & majorresponsibilities of the Committee are given below:

Mr. Kajal Ghose (Chairperson)
Dr.V.S. Sampath
Ms. Anita Ramachandran

Members

Mr. Somnath Sengupta

» Reviewthestructure, size, composition, diversity of the Board and make necessary
recommendations to the Board with regard to any changes as necessary and
formulation of policy thereon;

Evaluate the skills that exist, and those that are absent but needed at the Board
Level, and search for appropriate candidates who have the profile to provide such
skill sets;

Major
Responsibilities
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Examine vacancies that will come up at the Board on account of retirement or
otherwiseandsuggest course of action;

Advise criteria for evaluation of Independent Directors and the Board and carry
outevaluation of every Directors' performance;

Undertake a process of due diligence to determine the suitability of any person for
appointment / continuing to hold appointment as a director on the Board, based
upon qualification, expertise, track record, integrity other 'fit and proper' criteria,
positive attributes and independence (if applicable) and formulate the criteria
relatingthereto;

Review the composition of Committeesof the Board,and identifyand recommend
to the Board the Directors who can best serve as members of each Board
Committee;

Review and recommend to the Board for approval of the appointment of
Managing Director & CEO and other Whole-Time Directors and the overall
remuneration framework and associated policy of the Bank (including
remuneration policy for Directors and Key Managerial Personnel), the level and
structure of fixed pay, variable pay, perquisites, bonus pool, stock-based
compensation and any other form of compensation as may be included from time
to time to all the employees of the Bank including the Managing Director & CEQ,
otherWhole Time Directorsand seniormanagersonelevel below the Board;
Review and recommend to the Board for approval of the total increase in
manpower cost budget of the Bank as a whole, at an aggregate level, for the next
year;

Recommendtothe Boardthe compensation payabletothe Chairmanofthe Bank;
Review the Code of Conduct and HR strategy, policy and performance appraisal
process within the Bank, as well as any fundamental changes in organization
structure which could have wide ranging orhighriskimplications;

Review and recommend to the Board for approval the talent management and
succession policy and process in the Bank for ensuring business continuity,
especially at the level of MD & CEO, the other Whole Time Directors, senior
managers one level below the Board and other key roles and their progression to
the Board.

Reviewandrecommendtothe Boardforapproval:

° thecreationof newpositionsonelevelbelow MD & CEO
o appointments, promotions and exits of senior managers one level below the
MD&CEO

Set the goals, objectives and performance benchmarks for the Bank and for MD &
CEO, the other Whole Time Directorsforthe financial yearand over the mediumto
longterm;

Review the performance of the MD & CEO and other Whole Time Directors at the
endofeachyear;

Review organization health through feedback from employee surveys conducted
onaregularbasis;

Perform such other duties as may be required to be done under any law, statute,
rules, regulations etc. enacted by Government of India, Reserve Bank of India or by
anyotherregulatoryorstatutory body.

Frequency As and when required and minimum Once in a Year
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Stakeholders’ Relationship Committee

The composition & majorresponsibilities of the Committee are given below:

Members

Mr. Somnath Sengupta (Chairperson)

Ms. Anita Ramachandran

Mr. Arup Kumar

Mr. Govind Singh

Major
Responsibilities

Considering and resolving grievances of Shareholder's, Debenture Holders and
otherSecurity Holders;

Redressal of grievances of the security holders of our Bank, relating to non-receipt
of dividend / interest, refund order / redemption, transfer / transmission, non-
receiptofannualreportandallothergrievancesas mayarise;

Allotment of Equity Shares, approval of transfer or transmission of Equity Shares,
Debenturesoranyothersecurities;

Issue of duplicate certificates and new certificates on split / consolidation /
renewaletc,;

Overseeingrequestsfordematerialization and dematerialization of Securities;
Spreading awareness amongst security holders for protection of their rights and
interest(s)and;

Carryingoutany otherfunction asassigned by the Board from time to time related
with security holders of the Bank.

Frequency

As and when required

Risk Management Committee

The composition & majorresponsibilities of the Committee are given below:

Members

Dr.V.S. Sampath (Chairperson)

Mr. Somnath Sengupta

Mr. Govind Singh

Major
Responsibilities

To perform the role of Risk Management in pursuance of the Risk Management
Guidelinesissued periodically by RBland Board;
Tooverseeandadvisetothe Boardon:

o definingriskappetite, tolerance thereofandreview the same, asappropriate;
o thesystemsofriskmanagementframework,internalcontroland compliance;
o toidentify, measure, aggregate, controlandreport keyrisks;
thealignmentof business strategy with the Board'sriskappetite;
the maintenance and development of a supportive culture, in relation to the
management of risk, appropriately embedded through procedures, training
andleadershipactionssothatallemployeesarealerttothe widerimpactonthe
whole organization of theiractionsand decisions.

Toadvisethe Boardonallhigh levelriskmatters;

To require regular risk management reports from management which enable the
Committee to assess the risks involved in the Bank's business and how they are
controlled and monitored by management; and give clear focus to current and
forward -lookingaspects of riskexposure;

To review the effectiveness of the Bank's internal control and risk management
framework, inrelationtoits corestrategicobjectives,andtoseeksuchassuranceas
may be appropriate;

Toreviewthe Asset Liability Management (ALM) of the Bankon aregular basis;
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To consider any major regulatoryissues that may have bearing on the risks and risk
appetite of the Bank;

To provide to the Board with such additional assurance as it may require regarding
the quality of riskinformation submittedtoit;

To decide the policy and strategy for integrated risk management containing
various risk exposures of the Bank including the Credit, Market, Liquidity,
Operationaland Reputation Risk;

To review risk return profile of the Bank, capital adequacy based on the risk profile
of the Bank's Balance Sheet, Basel-Il implementation, assessment of Pillar |l Risk
under Internal Capital Adequacy Assessment Process (ICAAP), business
continuity plan and disaster recovery plan, key risk indicators and significant risk
exposures.

Frequency

Once in every quarter

Corporate Social Responsibility Committee

The composition & majorresponsibilities of the Committee are given below:

Members

Dr.V.S.Sampath (Chairperson)

Mr. Tantra Narayan Thakur

Mr. Govind Singh

Major
Responsibilities

Formulation and recommendation to the Board, the Corporate Social
Responsibility (CSR) strategy of the Bank including the CSR Policy and its
implementation;

Formulation and recommendation to the Board, the CSR activities to be
undertaken by the Bank either directly or through Utkarsh Welfare Foundation or
through any other entity working for the welfare of society and determining the
CSR Projects / Programs which the Bank plans to undertake during the year of
implementation, specifying modalities of execution in the areas / sectors chosen
andimplementationschedulesforthesame;

Recommendation to the Board, the amount of expenditure to be incurred on the
CSRactivities;

Review and monitoring the compliance of initiatives undertaken and evaluate
performance of the activitiesagainstthe agreedtargets;
Conductinganimpact-assessmentof the variousinitiatives undertakenin terms of
the CSR Policyat periodicintervals;

Instituting a transparent monitoring mechanism for ensuring implementation of
the projects / programs / activities proposed to be undertaken by the Bank;
Reviewing and recommending the Annual CSR Report for the Board's approval
andforpublicdisclosure;

Performing such other duties with respect to CSR activities, as may be required to
be done under any law, statute, rules, regulations etc. enacted by Government of
India, Reserve Bankof India orbyanyotherregulatory orstatutory body.

Frequency

Once in every Half Year
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IT Strategy Committee

The composition & majorresponsibilities of the Committee are given below:

Members

Mr. Kajal Ghose (Chairperson)

Mr. Arup Kumar

Mr. Tantra Narayan Thakur

Mr. Govind Singh

Major
Responsibilities

Approving IT Strategyand Policies;

Ensuringthatmanagementhasan effective strategic planning processin place;
Ensuringthatthe businessstrategyisalignedwiththe IT Strategy;

Ensuring that the IT organizational structure serves business requirements and
direction;

Oversight overimplementation of processes and practices that ensures IT delivers
valuetobusinesses;

Monitoring the method that management uses to determine the IT Resources
needed to achieve strategic goals and provide high-level direction for sourcing
and useof IT Resources;

Ensuring properbalanceof ITinvestmentsforsustaining Bank's growth;

Assess exposure to IT Risks and its controls and evaluating effectiveness of
management'smonitoring of IT Risks;

Assessingmanagement's performanceinimplementing IT Strategies;
Assessingif IT Architecture has beendesigned to derive maximum businessvalue;
Reviewing IT Performance measurementand contributiontobusinesses;
Toapprove capitalandrevenue expenditureinrespect of IT procurements.

Frequency

Oncein every Quarter

Review Committee for Identification of Willful Defaulters

Detailsof Committee are asfollows:

Members

Mr. Govind Singh (Chairperson)

Mr. Kajal Ghose

Mr. Tantra Narayan Thakur

Major
Responsibilities

Toreview, confirmand take decisionwith regard to classifying a borroweras "Willful
Defaulter' based on the inputs / decisions of committee headed by Executive
Director, classifyingaborroweras 'Willful Defaulter’;

Toreview, confirm and take decision with regard to classifying a borrower as '‘Non-
Cooperative Borrower' based on the inputs / decisions of Committee; headed by
Executive Director, classifyingaborroweras'Non-cooperative Borrower’;

To set-up and review the policies and process of the Bank vis-a-vis regulatory
guidelines with regard to identification of '"Willful Defaulter' or 'Non-Cooperative
Borrower'.

Frequency

As and when required
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Customer Service Committee

The composition & majorresponsibilities of the Committee are given below:

Members

Mr. Somnath Sengupta (Chairperson)

Mr. Kajal Ghose

Mr. Govind Singh

Major
Responsibilities

» Overseeing the functioning of the Company's internal committee setup for
customerservice;
To review the level of customer service in the Company including customer
complaintsandthe nature of theirresolutions;
Provide guidanceinimproving the customerservice level;
Review any award by the Companying Ombudsman to any customer on a
complaintfiledwiththe Ombudsman;
To ensure that the Company provides and continues to provide, best-in-class
service across all its category of customers which will help the Company in
protectingandgrowingits brand equity;
The Committee could address the formulation of a Comprehensive Deposit
Policy, incorporating the issues such as the treatment of death of a depositor for
operations of his account, the product approval process, the annual survey of
depositorsatisfactionandthe periodical audit of suchservices;
The Committee could also examine any other issues having a bearing on the
quality of customerservicerendered;
To ensure implementation of directives received from RBI with respect to
renderingservicestocustomersofthe Company.

Frequency

Once in every Half Year

Special Committee to Monitor Large Value Frauds

The composition & majorresponsibilities of the Committee are given below:

Members

Mr. Govind Singh (Chairperson)

Dr.V.S.Sampath

Ms. Anita Ramachandran

Mr. Somnath Sengupta

Mr. Tantra Narayan Thakur

Major
Responsibilities

» Tomonitorandreviewallthefraudsof10.00lakhand above;

» ldentify the systemic lacunae, if any that facilitated perpetration of the fraud and
putinplace measurestoplugthesame;
Identifythereasonsfordelay,ifany,indetectionandreportingtotop management
ofthe Bankand RBI;

Monitor progress of CBI / Police Investigationandrecovery position;
Ensurethatstaffaccountabilityisexaminedatalllevelsinall the cases of fraudsand
staffrelated action, ifrequired, iscompleted quickly without loss of time;

Review the efficacy of the remedial action taken to prevent recurrence of frauds,
suchas, strengthening ofinternal controls;

Put in place other measures as may be considered relevant to strengthen
preventive measuresagainst frauds.

Frequency

Once in every Half Year
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Credit Approval Committee

The composition & majorresponsibilities of the Committee are given below:

Members

Mr. Kajal Ghose (Chairperson)

Mr. Arup Kumar

Mr. Somnath Sengupta

Mr. Govind Singh

Major
Responsibilities

« To provide approvals for loans above certain stipulated limits, discuss strategic
issues in relation to credit policy, and deliberate on the quality of the credit
portfolio;

Tomonitorthe exposures (both creditandinvestment) of the Bank;
Tosanctionexpendituresabove certain stipulated limits;

To approve expansion of the location of the Bank's Network of offices, branches,
extensioncounters, ATMsand Currency Chests;

To review investment strategy and approve investment related proposals above
certainlimits;

To approve proposals relating to the Bank's operations covering all departments
andbusinesssegments;

Toensurecompliancewiththe statutory /regulatory framework, etc.;

To discuss issues relating to day to day affairs / problems and to take such steps as
may be deemed necessary for the smooth functioning of the Bank (all routine
mattersotherthanthestrategic mattersandreview of policies otherthan strategic
policies like credit policy, investment policy and other policies which the COD may
considernecessary or RBlmay specificallyrequire tobereviewed by the Board).

Frequency

As and when required

Special Committee for Land Acquisition

The composition & majorresponsibilities of the Committee are given below:

Members

Mr. Tantra Narayan Thakur (Chairperson)

Mr. Kajal Ghose

Mr. Govind Singh

Major
Responsibilities

e To receive, shortlist, reject the proposal of the Land-Owners for the proposed
purchase of land by the Bank;
To meet and negotiate with the land-owners regarding proposed acquisition of
land;
To finalize the terms of land purchase including but not limited to cost of
acquisition, mannerof payment, etc,;
Toauthorize official(s) of the Bank to do certain acts, deedsand thingsinrelationto
purchase ofland by the Bank.

Frequency

As and when required
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SENIOR MANAGEMENT

Mr. Govind Singh

MANAGING DIRECTOR & CHIEF EXECUTIVE OFFICER (MD & CEOQ)

Mr. Govind Singh is the founder of Utkarsh Coreinvest Ltd. (Erstwhile
Utkarsh Micro Finance Ltd.), the promoting institution of Utkarsh Small
Finance Bank Limited. Currently, Mr. Govind Singh is the MD & CEO of
Utkarsh Small Finance Bank Limited (USFBL).He has vast experience of over
3decadesindifferentdomains of banking &financial services.

His mission to establish a reliable, scalable and sustainable institution for
providing affordable & accessible financial services facilitating
socioeconomic change resulted in setting up 'Utkarsh Micro Finance
Limited'in September2009.In November 2016, Reserve Bank of India (RBI)
granted licence to Utkarsh for setting up a Small Finance Bank. Today
‘Utkarsh Small Finance Bank Limited' is operating as a Scheduled
Commercial Bank.

Mr.Govind Singh also served as member of the Working Group to review the
Business Correspondent (BC) Model in India. The committee was setup by
RBltoexamine the waysofimproving BC Model.

Priortosettingup Utkarsh, he was with ICICI Bank Ltd.in Rural, Micro & Agri-
Business Group as the Business Head for Micro Banking. He also worked in
Retail Liabilities Group with ICICI Bank. During this ICICI Bank stint, he got
extensive exposure in Microfinance, Business Correspondent, Jewel Loans,
Liabilities, Infra and Channel Management, Branch Licencing and various
products & processesofrelated functions.

Earlier to ICICI Bank, he had worked with UTI Bank Ltd. (Axis Bank), wherein
he was responsible for budgeting and control, new products development,
developing business strategies, maintaining agency arrangements with
banks, planning of Branch expansion & launching the Cash Management
Servicesforthe Bank.

With Bank International Indonesia, he was entrusted mainly with the task of
boosting the sale of assets & liabilities products. He also had a stint with Surya
Roshni Group (Financial Services) as a Branch Head, setting up the Mumbai
Branch & started its operations, along with Fixed Deposits mobilization and
Stock Exchange Operations.

At the beginning of his career, he had also stints with Allahabad Bank and
State Bank of Patiala, wherein he got hands on experience in various general
banking functions as well as liabilities and assets for Commercial and
Institutional segments.

He is a Certified Associate of Indian Institute of Bankers (CAIIB) and a
Commerce Graduate from Delhi University.
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Business Teams

HEAD - MICRO BANKING

He heads the Micro Banking Business of the Bank, has an experience of over
two decades in Microfinance Sector especially in the northern part of the
country. He has been one of the founding member of Utkarsh Corelnvest Ltd.,
wherein he had setup the microfinance vertical. Prior to Utkarsh, he was with
Cashpor since September 1997 and as his last assignment, was the General
Manager-HRD there and was part of head office operations team. At Cashpor,
he had handled almost all management functions of MFI in lead role. He
attended several training programs in and outside India, including visit to
. Grameen Bank, ASA, BRAC in Bangladesh, MFI Program held at Torino Italy
Mr. Trilok Nath conducted by Boulder University, Colarado, USA and different MDPs at |IM
Shukla Ahmedabad, Bangalore & Lucknow. He also attended several
conferences/seminars as panelist organized by BIRD/UPMA based at
Lucknow. As part of histraining, he got exposure to different MFlsin southeast
Asia. Heis a Postgraduate from Purvanchal University, UP and holds Advance
Diploma in Rural Technology Development and Management from IERT
Allahabad.

HEAD - RETAIL ASSETS

He hasover2lyearsof experiencein Bankingand Financial Services spreading
across Retail Assets, Liabilities, Branch Banking and Trade Services. Prior to
joining Utkarsh he was heading the Rural MSME vertical for Bajaj Finance Ltd.
He has worked in Tata Motors, ICICI Bank, Reliance Capital and Bajaj Finance
Ltd.Heisgraduate from DelhiUniversityand MBA from NMIMS, Mumbai.

Mr. Rahul Sinha

HEAD - WHOLESALE BANKING

He has over 23 years of rich experience in BFSI domain. He has worked
extensively in Retail & SME Banking across liabilities, working capital finance,
trade finance and commercial banking. He worked with FMCG majors like
Hindustan Unilever Ltd & Godfrey Philips (I) Ltd. prior to his banking stint
across verticals with ICICI Bank, DCB Bank and IDFC Bank Ltd. He holds a
Bachelor'sdegree from College of Vocational Studies - Delhi University.

Mr. Mohit Wahi
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Support Teams

CHIEF OPERATING OFFICER (C00)

He has more over 25 years of experience in Banking and Financial sector. Prior
tojoining Utkarsh, he worked with Axis Bank for nearly 21years and held senior
leadership roles in Customer Service, Operations, Corporate Real Estate and
Employee Experience including HR Operations. He has also worked with SBI
Home Finance Ltd. handling housing loans to individuals and real estate
developers. He is an engineer from the Indian Institute of Engineering,
Science and Technology, Shibpur (erstwhile Bengal Engineering & Science

University). Mr: Adhip Ranjan
Syamroy

CHIEF TECHNOLOGY OFFICER (CTO)

He has about 21 years of experience in Information Technology domain with

focus on Banking, Finance and Insurance, specializing in large scale

transformational projects, including setting up of banks, complex core

banking migrations and change management. Prior to Utkarsh, he has held

/ Senior Leadership Roles with Yes Bank as CTO, HSBC India as Head

- Enterprise Architecture, Dhanlaxmi Bank as Head IT, Edelweiss Tokio Life

Insurance as CTO, Al Ahli Bank of Kuwait as Head, Technology Risk and

Information Security. He has won recognition like Computer Society of India

VIRV aRaeseey  Award 2011 Winner for Excellence in Banking Technology, InfoSec Maestro's

Award 2014 and EDGE Award winner for Technology Transformation in the

BFSI segment. He is MCA from Government College of Engineering, Karad
and B.Sc.from SIES College (Bombay University).

Veeramoni

HEAD - TREASURY

He has over 32 years of banking experience and for the past 25 years he has
been with Treasury. Prior to joining Utkarsh Small Finance Bank Ltd. in 2016,
he was with Kotak Mahindra Bank Ltd as Senior Vice-President, Treasury
Operations having handled foreign exchange, domestic and derivative
operations. He joined the Bank project of Kotak Mahindrain 2002 when it got
banking licence and was a part of initial team that set up Treasury at the Kotak
Mahindra Bank.

Before his stint with Kotak Mahindra Bank Ltd, he was with ICIC| Bank Ltd.
Handling Treasury Forex operations. He was deputed to help set up forex Mr. Gopireddy
settlementoperationsat Clearing Corporation of India Ltd. Srinivasa Reddy

He began his career as a probationary officer in Corporation Bank initially in
general banking and subsequently in back and front offices of domestic
treasury.

He is an M. Sc. (Bio Sciences) from Nizam College, Hyderabad with a Post
Graduate Diplomain Advanced Bank Management from NMIMS, Mumbai.
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CHIEF FINANCIAL OFFICER (CFO)

He has an overall experience of 24 years in Financial Management. His last
assignment was with FINO Payments Bank as Chief Financial Officer. Prior to
that, he had worked with multinationals like India Factoring (a subsidiary of
FIMBank, Malta), Experian India, GE Capital and Transamercia Apple in
various roles. He is a Chartered Accountant (ICAl) and Commerce Graduate
from Nagpur University, Maharashtra. He has also done Diploma in IFRS
(DiplFRS) from ACCA, UK.

Mr. Mukund Barsagade

HEAD - HR & TRAINING

He is having more than 17 years of experience in the BFSI Industry, while
working with ICICI Bank, Kotak Mahindra Bank and Reliance Mutual Fundin
his earlier stints. Prior to joining Utkarsh, he was associated with Redwood
Consultingan HR Consulting firm as Partner. He holds his PGDBA from ICFAI
Business School and Chartered Financial Analyst (CFA) from ICFAI
Hyderabad.

Mr. Virag-Jain

COMPANY SECRETARY (CS)

He has around 12 years of professional experiences in the domain of
Secretarial, Legal, Compliance and Corporate Governance framework of
Companies while working with big corporate houses like Tata Group, Delhi
Stock Exchange and Times of India Group. He is a Commerce and Law
Graduate, Fellow Member of the Institute of Company Secretaries of India
(ICSI), New Delhiandan MBA (Finance) from Symbiosis University, Pune.

Mr. Anang Shandilya

Control Teams

CHIEF COMPLIANCE OFFICER (CCO)

He has over 29 years of experience in the domain of RBI Regulations,
Regulatory Compliance, Anti Money Laundering, Banking Operations and IT
Systems implementation. Prior to joining Utkarsh, he had worked with DCB
Bank Limited and Australia & New Zealand Banking Group Limited as Chief
Compliance Officerand Head of Compliance - India, respectively. Before that
he was with Reserve Bank of India, wherein his last designation was Deputy
General Manager. He is a Commerce Graduate from University of Mumbai,
CAIIB from Indian Institute of Banking and Finance (II1BF), Mumbaiand MBA
from Symbiosis Institute of Business Management (SIBM), Pune. M. Sachin Shamkant

Patange

INZ:] ANNUAL REPORT 22




CHIEF RISK OFFICER (CRO)

He has over 20 years of banking experience in the domain of Risk
Management, Retail lending, Corporate Lending, Liabilities, Forex and
Treasury area. Prior to joining Utkarsh he was with Yes Bank Ltd. as Executive
Vice President and in various capacities with Axis Bank handling various roles
at Risk Department including Governance Risk & Compliance (GRC)
framework implementation. He has also worked at State Bank of Mysore for
more than 9 yearswherein he hasworked asa Dealerformore than4yearsand
5 years in the area of Credit & Forex. He is a Science Graduate from Kanpur

Mr. Alok Pathak University, PGDCA, CAlIBand heisalsoa Certified Banking Compliance (IIBF
& ICSl)and Certified Risk Management professional.

HEAD - OPERATIONAL RISK & CHIEF INFORMATION SECURITY OFFICER (CISO)

He has over 30 years of banking experience. He joined as a Probationary
Officer in State Bank of India and handled assignments in General Banking,
Foreign Exchange, Commercial Banking and Information Technology. He has
also worked with Axis Bank wherein his responsibilities included Operational
Risk Management, Branch Connectivity Project and Information Security.
Priortojoining SBI, he wasa Management Traineein Punjab National Bank.He
is a Mathematics Graduate from Osmania University. He is also a CAIIB,
PGDIM, FRM, CISA, CISM, CRISC,DCPPand DCPLA.

Mr.T.M.N. V. R,
Subbanna

HEAD - INTERNAL AUDIT

He hasover16years of experience in Bankingand Microfinance sector. During
his tenure in Utkarsh Corelnvest Ltd., he has supervised various departments
like Micro Enterprise Loan, Information Technology, Risk, Administration and
Internal Audit. He was instrumental in establishing Micro Enterprise Loan
business and introduction of Mobile Technology in Group Lending (JLG)
business at Utkarsh and played a key role during transition of Utkarsh
Corelnvest Ltd. Ltdto Utkarsh Small Finance Bank Ltd.in 2017. Prior tojoining
Utkarsh, he was with Ujjivan Financial Services Pvt. Ltd as Regional Business
Manager, responsible for their Individual lending business in East. Apart from
this, he has worked in various capacities with organizations like, Ballarpur
Industries Ltd, ICICI Bank Ltd, Spandana Spoorthy Financial Ltd and Anjali
Microfinance Pvt. Ltd. While working with ICICI Bank in the capacity of
Regional Manager (West Bengal and North - East), he was responsible for the
Bank's Micro Finance business in the region for more than 3 years and as
Accounts Manager - Commercial Banking, he was taking care of Bank's
Corporate Clients'relationship in Kolkata. He holds Post Graduate Diplomain
RuralManagement from Xavier Institute of Management, Bhubaneswar.

Mr. Rahul Dey
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CHIEF OF INTERNAL VIGILANCE (CIV)

He has over 34 years of rich experience in banking while working with State
Bank of India, with over a decade in Senior Management Grade handling
various assignments including in Reconciliation, Inspection & Management
Audit Departments. He has worked in different setups like large size Branches,
Local Head Office, Administrative Offices, Regional Business Offices, Training
Centres, CPCs., Lead Bank Offices. He has audited the Lead Bank Offices,
CPCs and other big Branches in Bihar, Jharkhand, Madhya Pradesh,
Karnataka, Andhra Pradesh, Telangana, Assam, Manipur, Tripura States
including Foreign Country Branches. He has also worked with International
Banking Division and Overseas Branch, Varanasiand handled Forex Business
including Forex Sales/Purchases, in charge (Imports & Exports), Import
Letters of Credit, International Bank Guarantees and payment of Import Bills
received under Foreign Letter of Credits and Bills on Collection basis. He is a
Graduate from Gorakhpur Universityand CAIIB (I11BF).

Mr. Shashi Kant Singh

USFB
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MANAGEMENT DISCUSSION & ANALYSIS

FY2018-19 in Perspective

India has emerged as the fastest growing major economy in the world and is expected to be one of the top
three economic powers of the world over the next 10 to15 years, backed by its strong democracy and
partnerships. India's GDP is estimated to have increased 7.2% in 2017-18 and 7% in 2018-19. India has
retainedits positionasthethirdlargeststartupbaseintheworldwith over4,750 technology start-ups.

The financial year 2018-19 has been very eventful for the Banking and Finance Sector in the economy.
Acting on its plan of enhancing capitalization of public sector banks announced in October 2017, the
Central Governmentissued Recap Bonds worth ¥65,000 crore in January 2018 (out of the first instalment
of committed ¥2,11,000 crore). Central Government, further infused additional 41,000 crore into public
sector banks, making the totalamount for bank recapitalisation at ¥1,06,000 crore in financial year 2018-19.
Theyearalsowitnessed the merger of Bank of Baroda, Dena Bank and Vijaya Bank.Seven out of nine states,
that went for assembly elections this year announced loan waivers for farmers totaling %1.72 lakh crore.
India's largest Infrastructure company IL&FS, rated at the highest level, defaulted onits debt obligations of
91,000 crore. Thishad acascading effectonbenchmarkindicesand balance sheet of many companiesand
mutualfunds.

Indian banks are increasingly focusing on adopting an integrated approach to risk management. Banks
have already embraced the international banking supervision accord of Basel Il, and majority of the banks
already met capitalrequirements of Basel lll, which had a deadline of March 31,2019.

Scheduled commercial banks (which were 147 as of March 2019 including 53 Rural Regional Banks) had
registered a 9.4% annual growth in their aggregate deposits over FY 2017-18, while the Bank Credit has
grown by 13.1% during the same period. Small Finance Banks have registered a healthy annual growth of
124%intheiraggregate depositsover FY 2017-18, while their Bank Credithasgrown by 79.7%

Microfinance Institutions have recovered from the effects of demonetization that had resulted in
substantial write-offs. Accordingtoareport published by MFIN, as of March 31,2019 the grossloan portfolio
of microfinance industry is estimated to have shown an annual growth of 38% to %1,87,386 crore. The total
number of microfinance accounts have grown by 21.9% to 9.33 crore accounts. As of March 31,2019 NBFC-
MFls have the largest market share 368,868 crore (36.8%), followed by Banks 61,046 crore (32.6%), Small
Finance Banks 334,679 crore (18.5%) and others accounting for 322,674 crore (12.1%) of the gross
microfinance portfolio.

The Bank is introducing a few more products and services through its Micro Banking network not only to
retain the existing customers but also to attract new customers. The Bank is continuously focusing on
meeting the customer needs and towards this, the Bank has plans to introduce Business Loans in financial
year2019-20.

New Developments

The Bank has successfully completed 2nd full year of banking operations. In FY2018-19, the Bank has taken
multiple businessinitiativesto catertothe needs ofitscustomers.

Liabilities vertical continued its focus on growing Current Account-Savings Account (CASA) andimproved
its ratio from 5.30% (March 2018) to 10.01% (March 2019), whereas, Retail Deposits (CASA+RTD) ratio
improved from12.89% (March 2018)t0 30.77% (March 2019).
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The main Asset products offered by the Bank currently include term loans with respect to Joint Liability
Group products, Micro, Small and Medium Enterprises (MSME) products, Housing loan products, Loan
against Property (LAP), Personal Loans and term loans to corporates beside various products on the
liabilitiesside.

Keeping in mind the needs of the clients in Micro Banking vertical, the Bank implemented 100% cashless
disbursements and introduced Swachhata Loan in the first quarter, which received overwhelming
response. Within a short span of time, the Bank extended Swachhata Loans to more than 24,000
beneficiaries.

The Bank has implemented sound internal control practices across all functions and processes. The Bank
has properly laid down policies and processes for management of its routine as well as extraordinary
activities. The Bank follows established, well-designed controls that include effective separation of
functions, segregation of duties, call back processes, reconciliation, substantiation, exception reporting
and periodic Management Information System. During the financial year, the Bank's focus was on further
strengthening controls around substantiation process including office/control accounts. Controls are
being tested as part of the Internal Financial Control testing framework. The Bank's focus gettinginto next
yearwould betoautomate controlstotheextentfeasible.

Micro Small & Medium Enterprises (MSME) and Housing Loans (HL) vertical also introduced new products
during the financial year which received good response from its clients. Introduction of new products
benefited the Bank in maintaining lower delinquency level and in increasing loan ticket size in both MSME
and HL. The Bank also strengthened Credit & Collections functions for this vertical for scaling up the
business.

Capital Management

The Bank is adequately capitalized. During the financial year, the Bank converted 3267 crore Cumulative
Convertible Debentures, held by its Holding Company, into Equity. The CRAR and Tier | & Il Capital as at
March 31,2019 forthe Bankisasfollows:

Particulars Amt. (Zin crores) Ratio
CRAR 873.9 24.1%
Tierl| 736.5 20.3%
Tier I 137.4 3.8%

The Bankstrives for continualenhancement of Shareholders'value, by efficiently deploying capital, in order
to maximize return on equity. Aiming to achieve this objective, the Bank endeavors to develop an asset
structure thatwill be sensitivetotheimportance of increasingthe proportion of lowriskweighted assets.

CARE Ratings Limited has reaffirmed the rating as CARE A (Single A; outlook: stable) for Long Term Bank
Facilities Non-Convertible Debentures and Long Term Tier Il bonds. Instruments with this rating are
considered to have adequate degree of safety regarding timely servicing of financial obligations. Such
instruments carry low credit risk. ICRA Limited has upgraded the short term rating to ICRA Al+
(pronounced ICRA A one plus) from ICRA Al (pronounced ICRA A one) for Certificate of Deposit.
Instruments with this rating are considered to have very strong degree of safety regarding timely payment
offinancial obligations.Suchinstruments carry lowest credit risk.
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As per the rating rationale of CARE “The rating of Utkarsh Small Finance Bank Limited (USFBL) derives
strength from its successful transition to Small Finance Bank including strengthening of the management
team, expansion of the branch network and significant mobilization of deposits (largely term deposits and
certificate of deposits) post commencement of operations as small finance bank and the comfortable
liquidity position of the Bank. The ratings also continue to factor in the long track record of operations in
microfinance lending, diversified institutional equity investor base, comfortable capitalization levels given
substantial capital raised which has allowed USFBL to grow its loan book since March 2017 and cover the
losses (following weaknessin collections post demonetization).

Going forward, the ability of the Bank to maintain healthy collection efficiency and asset quality, thereby
limiting credit losses and maintain adequate capitalization levels would be crucial. Also, ability to grow the
loan portfolio and geographically diversify the operations, improve earnings and profitability, successfully
stabilize the operations as an SFB (Small Finance Bank) including raising low cost retail deposits and access
diversefundingsourcesavailableandalsothe product mixwould remain the key rating sensitivities”.

Network

Duringthefinancialyear,the Bankincreaseditsoutreach from 405 Banking Outletsto 434 Banking Outlets
and has also converted its Micro Finance Locations into Micro Banking Outlets. The Bank is now offering
Liabilities productstoitscustomersfromthese Micro Banking outlets.

Micro Finance Total
Business Business
Location Locations

Micro Total
Banking Banking | Banking
Outlets Outlets Outlets

Mar 31,2019 1 139 61 375 436 o* 436
Mar 31,2018 " 125 53 m 164 241 405

*All Micro Finance business locations were converted into Micro Banking Outlets by July 31, 2018.

General

Status ason States | Districts

The Bank operates in 11 states through its 61 General Banking (GB) and 375 Micro Banking (MB) Outlets.
Out of 436 Banking Outlets, 123 Banking Outlets areinthe Unbanked Rural Centres (URC). The MSME and
Housing Loanverticalsoperatefrom GBand MB outletsasfollows:

Retail Assets Business Locations #Banking Outlets #Banking Outlets
within MB / GB FY2018-19 FY2017-18

MSME Business Locations 46 35

Housing Business Locations 18 18

The Bank has its ATM network well spread across 124 locations; the Bank added 37 locations during the
financialyear. The Bank, attheend of thefinancial year, was operating 36 off-site ATMsand 88 on-site ATMs.

Category FY2018-19 | FY2017-18 |Additional Locations
A B (o D=B-C
On-Site GB Outlet 61 52 9

On-Site MB Outlet 27 6

21

Off-Site

36

29

7

Total

124

87

37

A total of 8 GB Outlets were added in FY2018-19. While bulk of the centres are within the existing
geography, few strategically important centres were also opened elsewhere for the growth of liabilities
business. The Bank is expanding its GB outlet network across 17 states from 11 states currently. The new
states where the Bank will expand its footprint include Assam, Chandigarh, Gujarat, Odisha, Rajasthan and
Telangana.
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A. Liabilities

The Bank continued with its clearly calibrated strategy for liabilities business as had been set out last year.
The key objective was to enlarge the retail footprint of the Bank. Accordingly, the outlets continued the
focuseddrivetoenlarge theretail franchise, including that fromthe HNIsegment for CASA and Retail Term
Deposits (RTD). The Current Account-Savings Account (CASA) Ratio had increased from 5.30% (March
2018)t010.01% (March 2019) of overall deposits, registering a growth of 225% from the previous FY2017-18.
Equally, the Bank retained its focus on garnering bulk deposits from the Institutional segment, which
included TASC (Trust, Association, Society and Club) segment.

(X in crores)

Ason Share of Total Ason
March 31, 2019 Deposit % March 31, 2018

Savings Balance 293.2 7.73% 66.6
Current Account Balance 86.2 2.28% 50.0
CASA Balance 379.4 10.01% 116.6
Retail TD 787.0 20.76% 166.4
Institutional TD+ CD 2,624.9 69.23% 1,911
Total TD 3,411.9 89.99% 2,077.5
Total Deposit 3,791.3 100% 2,194.1

Segment

The Bank will continue to grow its retail franchise in FY2019-20 also. The Bank will further consolidate its
network in the core geography along with expanding its footprint in other large strategic centres in large

geographieswith good deposits potential. .
(R in crores)

Ason Ason
March 31, 2019 March 31, 2018

No. of States 1 1
No. of Operational Districts 48 45
No. of General Banking Outlets 61 53
Total Deposits (Rin crores) 3,791.39 2,193.87
Current Deposits (Zin crores) 86.23 50.05
Savings Deposits (in crores) 293.21 66.33
Term Deposits (in crores) 3,119.65 2,077.49
Certificate of Deposits (in crores) 292.30 S

CASA Ratio 10.01% 5.30%
No. of Savings Accounts 1,64,696 28,467

Particulars

Of these, No. of BSBDAs 96,383 12,664

No. of Current Accounts 8,616 2,345

No. of Term Deposits 28,648 4133

The focus will be on increasing the retail footprint which will essentially be driven by Savings Accounts and
Retail Term Deposits. Retail current accounts acquisition and growth strategy will be built around POS
businessand offering servicessuchas Doorstep Bankingand Corporate Internet Banking.

Banking outlets provide the full range of banking services ranging from savings & current accounts, fixed
andrecurringdeposits,insurance, investment productsand homeloan products. The customers canaccess
banking through multiple channels like banking outlets, 24*7 ATM, Internet banking, Mobile banking and
CallCentre.
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The Bank has already taken steps to putin place suitable technology driven processes and systems that will
help deliver superior customer experience. The digital push across life cycle of the customer is critical to
havearobustretail franchise.

B. Micro Banking

The Microfinance Outreach through the financial inclusion initiatives of the Bank has extended to more
than 20 lakh active client base in 120 districts of 10 states through its 375 Micro Banking Outlets. The Bank
offers Micro Loans ranging from 6,000 to %1,00,000 for its clients through Joint Liability Group (JLG)
model.

Micro Finance Industry (MFI) is slowly moving towards cashless transactions. As per Microfinance
Institutions Network (MFIN) Reports, 81% disbursement to the clients are being made through cashless
mode at industry level. The Bank, despite predominantly working in a geography having low banking
penetration, started 100% cashless disbursement from June 2018.

The microfinance portfoliogrew by 45.6% from 2,842 crore (March 2018)t034,139 crore (March 2019). The
microfinance loans to women clients constitute 86% of overall advances served by 375 Micro Banking
outlets. Thisincludes 60.98 crore portfolio raised through the Business Correspondent model.

The Bank continued the task-force based model for collections from its overdue clients which achieved
good results during the financial year. An aggregate amount of ¥12.38 crore was collected from written-off
clients which made a positive impact on the overall collections. In the second half of FY2018-19, the Bank
witnessed collection efficiency of almost 100%.

Micro Banking (MB) also started sourcing liability accounts namely Current Account-Savings Account

(CASA), Recurring and Fixed Deposits and has built a customer base of 1,13,227 with total outstanding
depositsofi25.52 croreasattheend of March 31,2019.

The Bankwill continue to have focus on existing Micro Banking products. In addition to this, the Bankis also
planning tointroduce Business Loan product in the next financial year. This Business Loan product shall be
available onlytotheexisting customers havinggoodtrackrecordwiththe Bank.

The Bankis planning tostart MB operationsin Odisha state to expandits footprint furtherinthe eastern part
of India.

The Bank's major focus continues to be on the vertical penetration through existing outlets. Branches are
going deeperintheircatchmentarea with special focus onvillages where penetrationislowascomparedto
the total population of that particular village. MB Outlets continue to source customers directly through
their own employees with particular focus on retaining the existing customer. This not only reduces the
creditriskbutalsoimprovesthe portfolio outstandingas theirrepayment capacity improves over a period of
timeandtheyrequirelargeticketsize loans.

To promote the savings habitamongits clients, the Bankis focusing on loan disbursements throughits own

Bank Accounts. Borrowers are also being educated to keep their household savings in the Bank Accounts
sothattheycanearnadditionalincomethroughinterestapart fromensuring safety of theirsavings.
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C. Micro Small & Medium Enterprises (MSME), Housing Loans (HL) and Others

MSME & HL verticals have undergone changes in the FY2018-19 in terms of Strategy, Product, Process,
Teamstructureand Business Locations.

To catertothe growing needs of MSME and HL clients, the Bank hasincreased the maximum loan cap from
325 lakh to %100 lakh for all secured loans. It has also introduced products like Business Loans, Retail Loan
Against Property, Secured Business Loansetc.

The focus of the Bank is always on improving operational efficiency. Towards this, the Bank has
strengthened in-house collections function for rigorous monitoring of overdue accounts and also initiated
implementation of Loan Origination System (LOS). The Bank has also rolled out various new processes to
manage and controloperationalrisk.

The total loan portfolio of MSME vertical grew by 59% from %103.5 crore (March 2018) to %164.9 crore
(March 2019) with a client base of 10,868. The total loan portfolio of HL vertical grew by 150% from %15.3
crore (March2018)to%38.2crore (March 2019).

Thetotalnumberof MSME outletsincreased from 35to 46 during FY2018-19. Collections structure was put
in place during the current FY. New Product Variants like Small Business Loan, LAP- Retail, BL Secured+
were launched to cater to additional business segments. The Bank increased the maximum loan amount
from 325 lakh to%100 lakh in case of Secured Loans. Various new processes like Mortgage creation process
atthebranchlevelhave beenlaunchedtocontroloperationalrisk.

The Bank is also entering into new territories which are considered hub for MSME business activities and
introducing product variants to cater to the needs of the market in the next financial year. The Bank is
continuously focusing on improving its policies and procedures in line with industry best practices to
support betterrisk managementand controlled growth. To enable controlled growth, the Bank has already
taken steps to implement Loan Origination System, mobility solution through Tab banking and
incorporating bestinclassriskmanagementpractices.

D. Wholesale Lending

The Bank's wholesale lending book primarily consists of onward lending to NBFCs. Though the Bank will
continue tolend to the NBFC sector, the Bankis also building its Non-NBFC portfolio which will supportin
diversifyingthe creditrisk.Inthe NBFCsector, itisfocusingmore onlendingto NBFCsengagedinacquiring
secured portfolio. The Bank is following the industry best practices to ensure that good corporates are on
boarded.

The total portfolio outstanding grew by 10.5% from 246.7 crore (March 2018) to¥272.5 crore (March 2019)
withtotalnumberofactive clientsbeing 23.

The Bank proposes to launch a new secured working capital program. This will help the Bank to diversify the
wholesale lending book from NBFCs to Non-NBFC segment. However, the Bank will continue to lend to
the NBFCsector, following a cautiousapproach based on proventrackrecord.
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E. Business Correspondent

The Bank has ventured into new geographies through its Business Correspondent (BC) model to serve the
needs of its clients. These geographies are where the Bank doesn't have its own presence. The Bank is
servicing JLG customers currently through network of three BC partners and has plans to extend this to
other products such as MSME & HL. The territorial expansion into other states is also currently
contemplated.

Ason March 31,2019 the total disbursementswere372.49 crore with a portfolio outstanding of¥60.98 crore.
Thetotalnumberofactive customerswere 26,019 ason March 31,2019.

To ensure the seamless onboarding process of these clients, in-house IT has developed a Robotic Solution
thatinteracts with the Core Banking System. This has not only reduced the login time but also ensured error
free customer onboarding. The Bank has also taken steps towards storage of the loan documents digitally
alongwithensuring physical storage atthe Bank'sempaneled third party vendor.

F. Treasury

The Bank's Treasury conductsits businesswith the twin objectives of regulatory & managementcompliance
and liquidity management. The Board approved Investment Policy spells out the main guiding philosophy
underlyingthe functioning of Treasuryinadditiontotherelatedrisk managementandaccounting policies.

The Bank's Treasury complied with regulatory and management prescriptions in regard to SLR as well as
Non-SLR portfolio, the chief being CRR, SLR, HTM portfolio & Investment limits viz. limits on HTM, Mutual
FundSchemeinvestmentsetc.

The value of the investment book outstanding as on March 31, 2019 stood at ¥862.21 crore with a portfolio
yield of 7.20% and average duration of 2.52 years. The outstanding investment book comprises of SLR
portfolio of¥792.32 croreand Non-SLR Portfolio of369.89 crore.

As part of liquidity management, Treasury while ensuring adequate liquidity flow to meet funding
requirements for operational expenses, payment obligations and asset growth, manages liquidity
mismatches through accesstointerbank money marketsviz. call / notice / term money / commercial paper
and certificate of deposit. In orderto diversify the sources of liquidity, Treasuryraises resources through bulk
FD, IBPC, securitization, issue of Tier [l bonds, Issue of Certificate of Deposit and refinance from NABARD,
SIDBI,MUDRA etc.

With activation of proprietary SGL facility, the Bank has gained access to Repo and Rev Repo under
Liquidity Adjustment Facility (LAF) with RBI and Marginal Standing Facility (MSF) to even temporary
mismatchesintheliquidity position.

Treasury has access to PSLC platform to sell excess portfolio under priority sector, if any. The Bank is a
member of financial market infrastructure viz. CCIL securities settlement segment, NDS-OM, NDS-Call,
FTRAC, C-BRICS, e-kuberetc.
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G. Compliance

With the newly inducted Small Finance Banks (SFBs) & Payment Banks settling now, the Indian Banking
industry has become more competitive. In line with the increasing thrust on compliance in banking
worldwide, RBl and other Indian regulatory authorities continued to have increased oversight in the BFSI
Sector. The quantum of financial penalties levied and other penal actions by RBI during FY2018-19 was
substantially higherincomparisontotheearlieryears.

Thus, the role of Compliance Department in banks has now became pivotal in ensuring that a sound
compliancecultureisprevalentinbanks.

Compliance Architecture
The Bank has an independent Compliance Department broadly categorized under the following four
heads.

Regulatory Compliance

CompliancetestingandInternal Management

Anti-Moneylaundering (AML)

Legal

The Compliance Department is headed by Chief Compliance Officer (CCO) reporting to MD & CEO and
has officers with substantial experience in banking. The key role and responsibilities of Compliance
Departmentareasfollows:

Monitoring Compliance Risk

Adviseon Regulatoryandlegalissues

Dissemination of regulatory guidelines

Facilitatethe developmentand maintenance of Right Compliance culture

Compliance Department has instituted a process for dissemination of updated regulatory guidelines to
various departments, updation of policies and processes, handling correspondence with regulatory
authorities, monitoring timely submission of regulatory returns, compliance testing and review of
compliance breaches /failures,ifany.

Under the Compliance Testing Framework, adherence to prescribed regulatory guidelines is reviewed by
the Compliance Department through Policy and Process documents and testing of sample documents /
processwalk-throughs.

Compliance Testing is also conducted for certain thematic issues to ascertain and verify that the Bank s in
compliance with the regulatory guidelines on critical matters. The Compliance Testing reports on key
control gaps along with the recommendations and action taken are put up to the Board of Directors at
quarterlyintervals.

The key processesunderthe compliancearchitecture of the Bankare asfollows:
Circular /Guideline Management Process
Returns Management Process
Policymanagement Process
Transaction Monitoring Process

Risk Based Supervision (RBS) introduced by RBI for Small Finance Banks (SFBs): The RBS modelis a
structured and multi-tiered model which supports the assessment of risks in a bank, adjusted for the capital
available.ltisused by RBltoestimate abank's Risk of Failure Score (RoFS) and theimpact of its failure onthe
banking system. The Aggregate Riskand Capitalavailable togetherdeterminethe RoFSforabank.
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SFBs also are now covered under RBS of RBl wherein they are required to submit granular data for various
data elements prescribed by RBI. The Bank has since introduced necessary systems and processes to
enabletimelyandaccurate datasubmissionunder RBSinadditiontootherregulatoryreturns.

H. Internal Audit Department

Internal Audit Department of the Bank has moved to Risk Based Internal Audit process since last financial
year. The Bank has developed audit checklist based on Risk Based Internal Audit framework of RBI and
internal audits were conducted by using such checklistin FY2018-19. The Bank has used automated end to
end Audit Application Software “Pentana” for Internal Audit planning and execution. Audit MIS team has
been assigned responsibility to analyze the audit findings and compliance thereof centrally and publish
variousauditrelated MIStothe management onamonthly basis.

Further, to strengthen the Internal Audit team for conducting various types of audits including concurrent
audit, existingauditors were provided weeklongdetailed trainingin FY2018-19.

Internal Audit Department, through its own team has conducted various types of audits viz.comprehensive
branch audit of all the branches and central functions audit, concurrent audit of Accounts, centralised
disbursement process of retail loans and concurrent audit of Assets and Liabilities outlets of the Bank and
outsourcedvendoraudit. The Bankhasalso hired services of qualified firms forconducting concurrent audit
of Treasury, centralised account opening process, Assets branches, Information Security audit, Cyber
Securityauditand Managementaudit.

In accordance with the Internal Audit Charter, the Department presents critical audit findings to the
management on a monthly basis and to the Audit Committee of the Board, at a quarterly interval. It also
discusses early warning signals with the management periodically and provides its recommendations for
processimprovement.

I. Risk Management

1. Bank's Risk Governance Structure: The wide variety of businessesundertaken by the Bankrequiresit to
identify, measure, control, monitor and report risks effectively. The key components of the Bank's risk
management rely on the risk governance architecture, comprehensive processes and internal control
mechanism based on approved policies and guidelines. The Bank has put in place policies relating to
management of Credit Risk, Market Risk, Operational Risk, Information Security Risk, Fraud Risk and
Asset-Liability.

Anindependent Risk Governance Structure, in line with the best practices, has been putin place, in the
context of segregation of duties and ensuring independence of Risk Measurement, Monitoring and
Controlfunctions.

. Operational Risk: A dedicated team within the Risk Management function is responsible for
assessment, monitoring and reporting of operational risk exposures across the Bank. A Board approved
Operational Risk Management Framework has been put in place. Processes have been put in place to
collect the operational risk loss / event data from all the Units and analyze the same to ascertain the
processgaps,ifany, andtake stepstoavoidtherecurrence of these events.

Risk Management team reviews all the new products & processes, and changes to the existing products
& processes, to assess risks and suggest suitable controls forrisk mitigation. The Bank also has developed
aframework foroperationalrisk loss data collection wherein all the Units / Outlets of the Bankreportany
Operationalriskeventtothe Operational Risk Team.

INZ:] ANNUAL REPORT 33




Zonal Risk Teams have been set up which ensure timely identification, effective monitoring and
mitigation of the increasing risk in the branch operations. The Bank has put in place a hierarchical
structure to effectively manage operational risk through the formation of several internal committees
viz. Operational Risk Management Committee, Product & Process Management Committee and
Outsourcing Committee.

. Business Continuity: A Board approved Business Continuity Plan is in place to ensure that the
operations continue with minimum disruption. A Crisis Management Team has been constituted to
take suitable decisions during business disruptions.

. Information Systems Security: A dedicated team to manage the information systems security is in
place. Security Operations Centre is operating on a 24x7 basis to protect the Bank's assets. Cyber
Crisis Management Plan, in line with the RBI guidelines and approved by the Board had been
implemented. Further, a Computer Incident Response Team (CIRT) has also been constituted. CIRT
is responsible to promptly and correctly handle a cyber-security incident, so that it can be quickly
contained, investigated and recovered from.

Operational Risk
BOARD OF DIRECTORS Management
Committee
I I (ORMC)

Fraud Risk AUDIT COMMITTEE OF THE RISK MANAGEMENT Credit Risk
Council BOARD / SPECIAL COMMITTEE TO COMMITTEE OF THE Management
(FRC) MONITOR LARGE VALUE FRAUDS BOARD Committee (CRMC)
' |

Asset Liability
. . . Management
Chief Risk Officer Committee (ALCO)

Head-Fraud Risk / Risk Head-Operational Risk Head-Market

Containment Unit Head- / Chief Information Risk & ALM
| Credit Risk Security Officer

I I [ |
Fraud Risk Risk

Management Containment
Unit

Credit Risk Operational Information
Management Risk Security Asset Liability
Management

5. Fraud Risk Management (FRM) & Risk Containment Unit(RCU): The basic role of the Risk
Containment Unit (RCU) is to scrutinise the applications / documents on the basis of dynamic triggers
and online checks to detect and prevent fraudulent applications from entering into the system at the
on-boarding stage thus making our Bank the least preferred bank for fraudsters.

Fraud Risk Management unit is responsible for external fraud investigations, internal reporting to
various Committees such as Special Committee of the Board to review High Value Frauds, Audit
Committee of the Board, etc., regulatory reporting through XBRL and transaction monitoring on near
toreal time basis.

The Bank is also working on various digital initiatives for prevention of frauds in the Assets business by
implementing certain tools to check the probable frauds for identification of fake / forged documents.
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6. Transaction Monitoring Tool: At present, the Bank is using the Transaction Monitoring - NPCI Fraud
Risk Management (FRM) Tool for monitoring of fraudulent Debit Card based transactions on ATM
channel only. The alerts for suspicious transactions are generated in near to real time basis with a
predefined risk score and actions are initiated based on the risk score.

. Credit Risk: Credit Risk is the possibility of losses due to the outright default arising from the inability
or unwillingness of a customer or counterparties to meet commitments in relation to lending, trading,
settlement and other financial transactions due to deterioration in credit quality of borrowers or
counterparties. Credit risk emanates from a bank's dealings with an Individual, Non-Corporate,
Corporate, Bank, Financial Institution or a Sovereign.

The Bank has in place various policies like Credit policy, Credit Risk Policy, NPA & re-structuring policy
and various other policies, which facilitates management of credit risks in the Bank. Based on the pre-
evaluation methods and sanction from respective authorities, credit approvals and follow-ups are
reported in time to respective authorities.

The Bank has adopted Internal Capital Adequacy Assessment Process (ICAAP) and Stress Testing
framework. The purpose of the ICAAP is to provide detailed information on the on-going assessment
of the Bank's entire spectrum of risks, how the Bank intends to mitigate those risks and to put in place
a well-defined internal assessment process within the Bank. It also ensures that adequate capital is
held towards the material risks to which the Bank is exposed.

. Market Risk: Market Risk is defined as risk to the Bank's earnings and capital due to changes in the
market level of interest rates or prices of securities, foreign exchange and equities, as well as the
volatilities of those changes. It is defined as the possibility of loss to a bank caused by changes in the
market variables. Investment Committee and ALCO of the Bank oversee the investment and market
risks and approve the framework for market risk and its thresholds.

A monthly comprehensive Market risk & Liquidity risk dashboard is circulated to senior management
which provides all relevant information related to investment portfolio, liquidity position, depositors
and borrowing.

9. Liquidity Risk: Liquidity risk arises out of maturity mismatch between its
assetsandliabilities. The Bank has developedacomprehensive ALM policy that
incorporates RBI guidelines. ALCO is a top management committee
responsible for the overall formulation of the Asset Liability Strategies and
oversight of Asset-Liability Management. The Bank has also set prudential
internallimitsinadditiontoregulatory limits on liquidity gaps, borrowing,
deposits, placements, etc. and same is presented to ALCO on a monthly basis.
Treasury is responsible for managing day-to-day liquidity as per the liquidity
risk management framework. The Bank monitors next three months' liquidity
position on a daily basis and ensures that adequate liquidity is available at all times.

J. Vigilance

As in all organisations, Vigilance activities in financial institutions are an integral part of management
function. The raison d'etre of such activities is not to reduce but to enhance the level of managerial
efficiency and effectivenessin the organisation. In Banking institutions, risk-taking forms an integral part of
business. However, a distinction has to be made between a businessloss which has arisen asa consequence
of a bonafide commercial decision, and an extraordinary loss which may occur due to fraudulent acts of an
employee. While the former may be accepted as a normal part of business, the latter has to be viewed
seriouslyand dealtwith accordingly.
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Vigilance & Security Department in the Bank was established since inception of the Bank and has been
carrying on multifarious tasks viz. investigation of Frauds, bribery cases and complaints including those
received under the whistle-blower policy of the Bank. Besides, the Department also attends Departmental
Meetings, DO meetings and all training programmes to educate staff about Preventive vigilance, Punitive
Vigilance and Surveillance & Detection apart from Tele-calling to JLG customers to check / verify the loans
disbursedtothemtoreduce /minimise thefraudsin Micro Banking Outlets of the Bank.

During the year, the Department celebrated Vigilance Awareness Week from October 29, 2018 to
November 03, 2018 in terms of CVC guidelines in the organization wherein employees took an Integrity
Pledge in respect of Integrity, probity and honesty in their work area. Vigilance & Security team has
completed a number of investigations related to frauds, cash loots, cash snatchings, serious misbehaviour
of staffetc.and hasundertakenbranchvisits, surprise visits and liaised with local administration.

The credit processes of the Bank revolve around the credit policy, procedures and practices of the Bank as
well as RBI guidelines. The Credit Policy has been framed to provide direction to the credit activities of the
Bank.

Followingare certain key constituents of the credit policy;

»  Organizationofthe Bank, productsand product groups covered,and the general credit policiesas
practicedinthe Bank;
Activitiescarried outinthe basic credit processincluding coverage of all operational activities taking
placeindifferentdepartments;
Description of credit policiesrelated to the basic credit process.

The Bank has designed an internal rating model for corporate borrowers which is primarily based on the
followingthree broad criteria:

e Financial Risk

e Business&Industry Risk

*  PromoterRisk/ManagementRisk

The Internal scores generated by the risk scoring model are a measure of the borrower's intrinsic strength
assessment based on pre-defined criteria and are incorporated as an integral part of credit approval
process.

Before the facility agreement is signed, a pre-commitment scrutiny is conducted to ensure that all the pre-
commitmenttermsare complied with by the borrower, whereverapplicable.

Before disbursement of the term loans, it is ensured that the borrower has fulfilled the pre-disbursement
conditions as well as outstanding pre-commitment conditions, if any, and only then disbursement is made,
taking into account various applicable factors (quantum of promoter's contribution broughtin, progress of
the project, status of security creation, disbursements by otherlenders, etc.).

Inallcases, afterthe disbursement, the Bank monitors properend use of funds by the borrowers.
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L. Branch Operations and Support

During the financial year, Branch operations and support team was further strengthened. Monitoring and
supervision of outlets was undertaken through quarterly structured visits. Appropriate structure is laid
downatZonalleveltosupportoutletsintheirdaytodayfunctioning.

The Zonal Operations team has also been involved towards redressal of customer grievances. Zonal
Operations Heads have been appointed as Nodal Officers for the states which fall under their area of
supervision.Head of Operationsis the Principal Nodal Officer of the Bank.

During the financial year, Operations at MSME outlets was brought under the direct supervision of Branch
Operations and Support team. This was implemented to ensure that Business, Operations and Credit
functionsworkindependentlyand minimize operationalrisk.

The Process team has also been working closely with Business / Product team for rolling out processes and
implementing these servicesthrough Zonal Operations Heads.

Central Operations Team manages access controlsforall the Bank staff forthe Core Banking System (CBS),
Internet Banking-Mobile Banking (IBMB), Customer Relationship Management (CRM) and Utkarsh Gyan
(GIOEM).

Operations Head is the overall in-charge for Customer Grievance Redressal and has key responsibility to
minimize instances of customer complaints and grievances through proper service delivery and review
mechanismandtoensure promptredressal of customercomplaintsand grievances.

Call Centre hasaToll Free number for customers and non-customer calls with facilities of Interactive Voice
Response (IVR) based Inbound calling teams. Call Centre handles customer calls and service requests and
provides instant or deferred resolutions (requests forwarded to CPC). The Call Centre liaises with the
respectiveteamswithinthe Bankfortimelyresolution.

The Treasury Back Office Operations team supports the front office Treasury dealings with confirmation,
payments and settlements and accounting of various dealings pertaining to SLR, Non-SLR and other
dealings. It also monitors the inflow / outflow of funds such as maturity collections and obligations for
principal and interest / coupons through the various reports. It further reconciles various accounts and
ensurestimely payments/receiptsandforecastingthe fundsflowforthe future periods.

M. Central Processing Centre (CPC)

During this financial year, the Bank commenced opening of liability accounts for the Bank's Micro Banking
customers. The Bank has scaled up the account processing capacity and it has quadrupled in a span of 12
months. This has been achieved by bringing in efficiencies and introducing shifts to maximize the existing
infrastructure. The CPChastakenoverandcentralized thedisbursementactivities of Housing Loan (HL).

CPCis now supporting Bharat Bill Payment System (BBPS) as also overseas remittance business with the
Bank's strategic tie-up under Money Transfer Service Scheme (MTSS). Volumes are gradually picking-up
onthesefronts.

Ina majorachievement, the Bank has started Automated Clearing House (ACH) services which has given a
big boost to our repayment collection capabilities by slowly moving away from the lesser efficient PDC
mode of collection. This mode of repayment is adopted for the Bank's MSME lending business. This
achievement has made the Bank capable of using cashless mode of collection for about 80% of its MSME
repayments.
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The Bankis continuously scaling up CPC capacity in line with the business projections. The Bankis working
towardsimplementing LOS & Workflow systems with the ultimate goal of bringing about transparency and
efficiencyinmanaging the assetdisbursementand liability accountopening processesrespectively.

CPC is gearing up for the big role that is envisaged in the Corporate Internet Banking (CIB) project. The
Bank plans to set up a secondary site at another geographical location. This location will act as a BCP site
andalsohelp usscaleupourcapacity.

N. Corporate Support Services

The Projects Department of the Bankisresponsible formanaging setting up of new branches, maintenance
ofexisting branch networkand providing overall supporttoall businesslinesforsmooth conduct of theirday
to day operations. The responsibility of the Projects Department is to ensure that, in the current phase of
businessexpansion, servicesare providedinafaster, efficientand cost effective manner.

During the financial year, the Projects Department successfully supported network of 436 outlets besides
all administrative offices. The Projects Department is also leading the construction of a landmark building
for the Bank's Head Office towards consolidating the Bank's operations, which is bound to create a lasting
impression onthe public.

The Bank has an ambitious target of business expansion which requires Backup support services for faster,
efficient & cost effective expansion, maintenance of existing network and also provide overall support to
businessdepartmentstoattainsustainable growth.

The Bank centrally negotiates for the rates for vendors, procures and supplies all capital goods, equipment,
stationery, etc. regularly installed at branches and offices. This results in finer negotiation of rates based on
bulk procurement, annualrate contractsand helpsthe Bankin ensuring uniform standard, quality, ratesand
specificationsacrossallbranchesand offices.

O. Information Technology (IT)

The Bankrecognizes Information Technology (IT) to be one of the key differentiators for bringingin a better
Customer Experience. The Bank has focused on developing more flexible structure that can respond
quicklytothe dynamicsofafastchanging market.

During the financial year, the Bank focused on bringing stability to the Core Banking System (Enabling
Active - Active for core Banking application and database layer) besides building new platforms like CCIL,
LAMS, Control measures interface etc. and enhancing existing functionalities like FD, RD creation, Green
PIN, e-statement etc. Also Robotics Process Automation (RPA) was implemented for capability
enhancementandreductionin manpower costs.

The Bank has categorized Customer Centricity, Operational Efficiency and Regulatory requirementsasthe
three major themes to drive technology initiatives. With the endeavor of embracing digital banking, the
Bank is focused to build a strong technology infrastructure foundation with high availability and strong
architecturalfoundation.

For FY2019-20, the Bank would focus on extending capabilities to enhance business and enrich User
Experience to customers. Besides, the Bank will concentrate on building Single Version of Truth oniits Data
Storewhichwillenable the Bankto furtherenhanceits capabilitiesin Automation, Analyticsand Reporting.

IT team has started new initiatives on Big-Data, Analytics and Automation for process improvement and
real time decision making. This will enhance the capabilities of the Bank for better customer service and
fasterexecution of tasks by Businessand Operations.
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Looking at the current threat landscape, both external and internal, the Bank is gearing to manage and
controlcritical risks with respect to early detection of frauds to mitigate lossand prevent cascading damage.
The Bank is working on building Fraud Analytics using Descriptive, Predictive, and Social Network
Techniques.

IT Team plansto further enhance the capabilities on the infrastructure front and drive new initiatives. These
set of applications will be hosted on Cloud Based Technology thereby enabling scalability, efficiency and
cost benefit. Theteam hasthe objective tobuild resilienceand agility tothe Bank'stechnology.

P. Human Resources & Training

In alignment with the requirements of the organization, HR & Training initiatives of the Bank have focused
onmaking continuous effortsto getright kind of manpowerin place aswell asenable them with a supportive
environment. Technology based initiatives have been putin place to ensure faster resolution of most of the
HR & Trainings needs. Training & Development, Employee Engagement and Retention has been a focused
areaforthe Bank.

In FY2018-19 there has been a net addition of 1,134 employees in the Bank. Besides regular walk-ins and
sourcingthrough careere-mail ID of the Bank, the key sourcesformanpoweracquisitionin FY2018-19 were:
Employee Referral Program
Collegeand Campus Recruitments
Placement Consultants
Job Fairs
Newspaper Advertisements & Job Portals

Training & Development: Capacity building of employeesis at the core of Human Resource Development
for the Bank. A blend of both internal as well as external training enables the employees to move up the
learning curve. The training intervention is based on the Needs Based Strategy with an Effectiveness
measurementmechanism.

All the new joinees in the organization are mandatorily required to undergo Induction program. The
Training Needs Analysis (TNA) was conducted in FY2018-19 for various departments of the Bank. Various
training programs were conducted for the employees including Refresher Trainings, Promotion Trainings,
Capacity Building Certification Programs, Mandatory Certification Programs, Soft Skill Programs and
Train-The-Trainers. Over4,000 employeeswere trained undervarious programs during the year.

To enhance the knowledge level of employees and to have a continuous learning environment, a
knowledge series was initiated during the year as - "Wednesday Wisdom' wherein various knowledge
capsulesaresharedusing cartooncharacters.

HR Operations:

HR Operations is one of the core elements in the HR & Training functions wherein majority of the
deliverables under this vertical have become the basic cost of entry which if not delivered creates a high
amount of dissatisfactionamongtheemployees.

Toensuretimely delivery ofall critical HR deliverablesit was planned to move to the technology enabled HR
Operationsservices. Aplatformforemployeesin HRMS has beenintroduced.

HR Helpdesk - A platform which helps the employees to raise their HR related queries and get faster
resolution.The HR Helpdesk hasenabled the departmenttoimprove theresponserate.
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Performance Management System (PMS) on HRMS has been made "live" and all related activities
including goal setting, half yearly appraisals, annual appraisals, normalization etc. has been successfully
completedusingtheonlineplatform.

HR Action Matrix-

Developing a fair system of disciplinary action is one of the important objectives of Corporate Governance.
In this context, during FY 2018-19, the Bank adopted a disciplinary action matrix to facilitate identification
andactasadeterrentinincidentsofviolation of laid down guidelines.

HR action matrix has been implemented and Staff Action Committee has been formed to ensure good
corporate governance in the Bank. This matrix is intended to provide the officials at different levels of
escalationwithageneralideaoftherange of penalactions that can be taken as part of the disciplinary action
process of the Bank for varying degrees of misconduct. The matrix also provides general guidance to
supervisorsand managers.

Adherence to the HR Action Matrix is aimed at limiting the discretion and subjectivity of decision-making
officialsin theirrole as members of any disciplinary action body. This will ensure uniformity, consistency and
rationalisation of extreme punitive action proposed by various decision-making officials based on their
subjective analysisof the actsof employeeindiscipline underconsideration.

Employee Engagement: Employee Engagementis the emotional connect that an employee feels toward
his or her organization, which tends toinfluence his or her behaviorand effortin work related activities. It has
been found that disengaged employees tend to eitherleave the organisation or have very low productivity.
Employee engagementalwaystakesanyorganization one step aheadto exhibit sensitivity toitsemployees.

To engage the employees and encourage emotional connect, the Bank has initiated many activities in the
recent past and proposes new initiatives to strengthen the Employee Engagement activities such as
mapping of HR employees to branches, Buddy-Mitra Program, Rewards & Recognition, Employee
satisfactionSurveyetc.

Employee Grievance Redressal Mechanism: Grievance Redressal policy is the procedure provided by the
employerto employees to address their workplace related grievances. Employees can lodge complaints as
per the prescribed procedure and solution is provided to this by competent authority as per the policy so
thatahealthyworkingenvironmentis maintained.

Currently, thefollowing platformsare available foraddressingthe employee grievance:
»  Grievance Redressal Cell

«  Whistle Blower Policy

e Internal Complaints Committee (ICC) (Forhanding Sexual Harassment Cases)

To expedite the process of Grievance Redressal, Zonal Level Grievance Committees are being formed to
handle cases at Zonal level. A Grievance Committee at the HO level is also being formed to monitor and
handlethe casesatcentrallevel.

Implementation of Recommendations of International Finance Corporation (IFC) under study titled
“Employer of Choice forwomen": Astudy titled “Employer of Choice forwomen"was conducted byan HR
expert from IFC for the Bank. A comprehensive study was done by the team comprising of Leadership
interviews and Focus Group Discussion (FGD) analysis, Employee Survey and Employee data analysis.
Basedonthestudy, aworkshop forseniormanagementwas conducted by the IFCteam.
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Concentrated effortsare beingmadetoincrease therepresentation of womeninthe Bank'sworkforce. Few
of the planned initiatives are - Targeting women who went on a life stage break a few years back through
focused campaigns in women networks, Utkarsh alumni, design programs like Second Career Women to
helpthemreintegrate with the workforce seamlessly, investin specialized development programs targeted
towardswomenand manyothers.

Q. Branding & Marketing

Branding and Marketing activities today are not limited to certainindustries only, it has become the need of
the hourforallsectors. Marketingis essential forany business. Since the Banking sectoris moving towards a
customer-centricapproach, Marketingis equallyimportantherealso.

The Bank started its Branding and Marketing activities in January 2017, since the commencement of its
Banking operations. The First Year was more concentrated on creating basic framework for Branding and
Marketing Activitiesfor comingyears. The major strategies were focused on establishing Brand identity and
creating Brand awarenessthrough different means, both online and offline.

During FY2018-19, the Bank concentrated more on expanding the outreach of its brand through various
online and offline mediums. While Above The Line (ATL) initiatives were used in a limited scope related to
Branch Launch and some Blast campaigns on Radioregarding products and their features, Majoremphasis
was on Below The Line (BTL) Activations. A lot of activities have been done at different locations to create
awareness about the Brand in different Target groups. These activities have provided a major boost to
Brand awareness and recall. Also, OOH (Out of Home) advertising was limited to strategic locations that
included some Railway Stations, Airportand Kumbh Mela Branding.

This year the Bank has achieved new milestones in Digital space. Apart from the New Website Launch, the
number of followersin Facebook crossed one lakh andalot of digital campaigns were executed successfully

forbetterand economicalreachthrough Social Media.

The Bankhas contributed¥40.50 lakh towards CSR to Utkarsh Welfare Foundation (UWF). For FY2018-19,
thematic areas of intervention under CSR remained financial literacy, primary education (village
development programme), skill and vocational trainings. Through goodwill initiatives, the employees of
USFBL directly engage on a voluntary basis. The various campaigns focus more on audio visual aids to
convey the key messages of the subject matter, viz,, Financial Literacy, Government schemes rights and
entitlements, etc.

The Bank not only serves as a microfinance solution provider, but also empowers the socio-economic
progress of its consumers. From the previous financial year there has been a shift in the CSR intervention
approach from outreach to outcomes. Apart from financial literacy, more intensive and impact based
programmes underskilland vocationaltraining formicroentrepreneurswere supported.

Our approach to village adoption is reflexive, and socially relevant with an emphasis on moving from
ideation to action. UWF has adopted a sector specific intervention. This includes selection and
identification of villages which are in need of interventions to enhance their standard of living and then
identifying the needs of villages through participatory gap assessment. Village development program
envisagesintegrated and holistic development of identified villages in consultation with village community
coupledwith convergence of variousdevelopmentinterventions.
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DIRECTORS' REPORT

DearMembers,

Your Directors take great pleasure in presenting the Third Annual Report of your Bank, together with the
Audited Financial Statements of the Bankforthe financial yearended March 31,2019.

Your Bank had a successful year in terms of building long-term stable & profitable business and achieving
financial outcomes with a net profit of ¥93.9 crorein the Financial Year 2018-19 (FY 2018-19) as against loss
of R63.0 crore in previous Financial Year 2017-18 (FY 2017-18). The loss in previous financial year was on
account of write-offs carried out by the Bank in its Microfinance business due to challenges faced in
collections post demonetization. In the FY2018-19, the Microfinance business has performed exceedingly
well, bothintermsof growth of the business aswellason collection efficiency.

Your Bank has built good momentum in growing strong liability franchise with Retail & CASA (Current
Accounts-Savings Accounts) ratio at 30.8% as against 12.9% in FY2017-18. Your Bank, while continuing to
ride on success of its Micro Banking (MB) business, has built significant traction in Retail Segment
comprising of Micro, Small and Medium Enterprises (MSME) Loans and Housing Loans (HL). Further,
digitizationremains keyfocustofurthergrow Depositsand Retail Franchise.

The Bank has witnessed improvement in majority of its key financial parameters, increased digitization,
socialcommitmentactivitiesand maintained strong capitaladequacyinthe FY2018-19.

Financial Performance

The comparative financial performance for FY2018-19 with that of FY2017-18 along with changes during

theyeararesummarizedinthefollowingtable: )
(Amountin ¥ Crores)

Particul Ason Ason
articulars March 31,2019 | March 31, 2018

Deposits 3,7914 2,193.9 72.8%
Investments 862.2 6613 30.4%
Advances (Net) 4665.7 31017 S
Net Worth 772.8 a1.9 87.6%
Net Interest Income 4974 2674 85.4%
OtherIncome 59.8 437 34.8%
Net Total Income 557.2 3111 76.8%
Operating Expenses 326.7 2355 42.7%
Provisions and Contingencies 136.6 138.6 (58.8)%
Profit Before Tax 148.8 (94.8) 257.0%
Tax 54.9 (31.8) (272.3)%
Net Profit 93.9 (63.0) 249.2%
Gross NPA Ratio 1.39% 1.85% (24.9%
Net NPA Ratio 0.12% 1.09% (89.0)%
Capital Adequacy Ratio 2414 17.40% 37.4%
Business Per Employee 14 0.77 81.8%
Business Per Branch 19.6 8.86 121.2%

Change in %
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(Amountin % Crores)

Particul Ason Ason
S March 31,2019 | March 31,2018

Changein %

Appropriations

Transfer to Statutory Reserve 23.47

Transfer to Capital Reserve =

Transfer to Revenue And Other Reserves -

Transfer to Investment Reserve 13

Dividend for the year, Including Tax Thereon =

No. of Branches
General Banking Branches 61 53 11.5%
Micro Banking Branches 111 237.8%
Microfinance Outlet o* 241 =
Assets Branches 46 35 1
No. of Employees 6,382 5,142
No. of Clients Over 20 lakh Over 15 Lakh

*All Microfinance business locations were converted into Micro Banking Outlets by July 31, 2018.

Business Update and State of Bank's Affairs

The details on state of affairs of the Bank and the business update are separately provided in Management
Discussionand Analysis Report whichformsanintegral part of this Report. However, summary performance
ofthe Bankiscovered hereunder-

Liabilities Business

The Liabilities Business of your Bank which is served through the Branch network and other delivery
channelsisakeyfocusarea. The Bankhasbuilt astable and diversified deposits portfolio during the financial
year under review. The aggregate deposit of the Bank at the end of the year stood at %3,791.39 crore which
represents a growth of 72.82% over previous financial year. The deposits have been mobilized through 61
general banking branches. The share of CASA & Retail Term Deposit (RTD) stood at 3.8% of Total Deposit.
This has helped the Bank to retire some high cost debt during the year, thus further bringing down the
overall cost of funds of the Bank. With greater thrust on growing retail franchise, the deposits mix during
FY2019-20 will continue to move in favour of retail deposits. The Bank expects branches to continue
playing a crucial role in deposit mobilisation, customer acquisition and providing localised services. Hence,
itwould continue tomake adequateinvestmentsinthe branch network.

AssetsBusiness

Presently, the Assets Products of the Bank include portfolio under Micro Banking (Joint Liability Group)
Loans; MSME Loans, Housing Loans and Wholesale Banking Loans (including through Business
Correspondent Model). The businesses have recorded sustainable growth during the year with the support
of businessprocesses.

Micro Banking

Micro Banking (Joint Liability Group) continues to be the core business of the Bank and is an enabler to
achievethe Bank's goal of Financial Inclusion. The Bank, keeping aside the challengesfacedinlast couple of
years, has constructively built its Micro Banking business in the FY2018-19 and recorded growth of 53.4%
over previousfinancial year. Total Micro Banking portfolio stood at¥4,138.70 crore as on March 31,2019 with
total base of over 2 million active clients. This includes 60.98 crore portfolio raised through Business
Correspondentmodel. The Micro Banking businessisspread across 120 Districts covering 10 States.
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Micro Small & Medium Enterprises (MSME) and Housing Loans (HL)

The Micro, Small & Medium Enterprises (MSME) Loan business has started finding momentum. During
FY2018-19, certain structural and product changes were carried out. The in-house collection vertical was
set up which has supported in improving collection efficiency. The MSME business is now operative in 10
States through 46 Branches. The MSME portfolio grew by 56% over previous financial year and stood at
164.93 croreason March 31,2019 with base of 10,868 Active Clients.

Housing Loan business continued its focus on the affordable housing segment. Housing Loan portfolio
grew at morethan150% over previous financial yearand stood at 38.20 crore as on March 31,2019 with base
of 554 Active Clients.

Wholesale Banking Business
The Wholesale Banking business was launched by the Bank in the FY2017-18. Wholesale Lending (WSL)
caterstocustomerrequirement of morethanzlcroreacrossIndia.

The Wholesale Banking Business vertical portfolio stood at ¥333.5 crore as of March 31, 2019 comprising of
3292.5croreof Wholesale Lendingwith abase of 24 Active Clients.

The Wholesale Banking Business portfolio includes an exposure of R40 crore towards Infrastructure
Leasing Financial Services Ltd. (ILFS). Your Bank has made full provision of ¥40 crore during the FY2018-19
onconservative basis.

Business Correspondent

Business Correspondent (BC) Model was launched in FY2018-19 with primary focus on reaching out in
geographieswhere the Bankdoes not haveits presence. Business Correspondents support acquisitionand
servicing of customers as an extended arm of the Bank by following all the policies and procedures laid out
as per the governance structure of the Bank. These Business Correspondents are experienced and well
established in the market place. During the FY2018-19, the Bank has partnered with 3 Business
Correspondentsinthestatesof Chhattisgarh, Haryana & West Bengal.

A. Financial Disclosures

Capital Raisingand Capital Adequacy Ratio

The Bankis well capitalized with a healthy Capital Adequacy Ratio of 24.1% as on March 31,2019. The Bankis
required to maintain Capital Adequacy Ratio of 15% as per the Regulations applicable to the Small Finance
Banks (SFB)andisadequately capitalized.

Duringtheyear, the Bankinfused capitaltoan extent of 3267 crorein June 2018 by converting Compulsorily
Convertible Debentures held by the Holding Company to equity capital of the Bank.

The Bank does not have an Employee Stock Option Plan (ESOP) Scheme and hence no capital infusion
happenedthroughthe ESOProuteduringthe FY2018-19.

The Tier Il Capital (which includes all Non-Convertible Debenture) as on March 31, 2019 stood at 3200
crore.
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Ratings

Instruments | Ratings | Rating Agency Rating Description

Considered to have very strong degree of safety regarding
ICRA Al+* ICRA timely payment of financial obligations. Such instruments
carry lowest credit risk

Certificate of
Deposit

Instruments with this rating are considered to have
NCD adequate degree of safety regarding timely servicing of
financial obligations. Such instruments carry low credit risk.

Instruments with this rating are considered to have
Tier adequate degree of safety regarding timely servicing of
financial obligations. Such instruments carry low credit risk.

Instruments with this rating are considered to have
el adequate degree of safety regarding timely servicing of
financial obligations. Such instruments carry low credit risk.
The outlook of the long term rating is stable.

Instruments with this rating are considered to have
CAREA CARE adequate degree of safety regarding timely servicing of
financial obligations. Such instruments carry low credit risk.

Bank Loan
Rating

*Upgraded from ICRA Alto ICRA Al+on April 05, 2019.

Dividend
With aviewto conserve the profitsaswellastosupportthe Bank's future growth by investingin the business
ofthe Bank, your Directorsdonotrecommendanydividend for FY2018-19.

Transferto Reserves
As required under RBI regulations, the Bank has transferred the following amount to various reserves
during Financial Yearended March 31,2019:

Amount transferred to (Amount in ¥ Crores)

Statutory Reserve 235

Investment Fluctuation Reserve 13

NetWorth
The Bank's net worth, as on March 31, 2019 stood at ¥772.8 crore. It comprises paid-up equity capital of
%737.0 croreand Reservesof¥35.8 crore (excluding Revaluation Reserve &and Intangible assets).

Corporate Governance

The Bank's Philosophy

The Bank's philosophy on corporate governance is aimed at supporting the top management to efficiently
conductitsbusiness operationsand meetits obligations towardsits stakeholders. The Bankis committed to
transparent and merit-based organization and ensures fairness, transparency and responsiveness in all
transactions. The Bank has Corporate Governance framework that lays out various requirements of
Corporate Governanceassetoutundervariousregulationsand best practices.

Constitution of the Board of Directors

The Board of Directors is constituted in accordance with the provisions of the Companies Act, 2013 (CA
2013), the Banking Regulation Act, 1949 (the BR Act, 1949) and the Articles of Association of the Bank. The
Board consists of eminent persons with considerable professional expertise in Administration, Audit,
Banking, Compliance, Finance, Human Resource, Risk, Strategy, Technology and otherrelated fields. Their
experience and professional credentials have helped the Bank to gain insights for strategy formulation,
monitoring Control framework and direction setting for the Bank, thus adding value to set a strong
foundationenablingthe overallgrowth objectives of the Bank.
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As on March 31, 2019, the Board comprises of Seven (7) Directors consisting of Four (4) Independent
Directors, Two (2) Nominee Directorsand One (1) Managing Director & CEO.

Allthe Independent Directors have given the declarations that they meet the criteria of independence laid
down under Section 149(6) of the Companies Act, 2013. Based on the declaration of independence
provided by them, and based on the applicable RBI guidelines and circulars, all aforesaid four Independent
Directors would qualify to be classified as Independent Directors under Section 149 of the Companies Act,
2013.

Interms of Section 152 of the CA, 2013, Ms. Anita Ramachandran shall retire at the ensuing Annual General
Meeting (AGM)andbeingeligible, offer herselfforre-appointment.

Further, the Board at its meeting held on May 25, 2019 had appointed Mr. PH Ravi Kumar as an Additional
Director of the Bank to hold office up to the date of the ensuing Annual General Meeting of the Bank. The
appointment of Mr. PH Ravi Kumar as an Independent Directoris also proposed at the ensuing AGM of the
Bank.

Mr. PH Ravikumar holds Bachelor's Degree in Commerce, Certified Associate of London Institute of
Bankers, Certified Associate of Indian Institute of Bankers, Fellow of Securities Investments Institute,
London ((honorary) and Senior Diploma in French. He is also a member of the Board of Directors of
Chartered Institute of Securitiesand Investments (CISI) U.K. (the first non-Europeanto be a Directoron this
Board).

Mr. PH Ravikumar is a seasoned Banker having 47 years of Financial Sector Professional experience with
exposure at Top / Senior Management Levels which included 33 years of Banking experience at Bank of
India (22 years) and ICICI Bank, (11years) and has been the founding MD & CEO of NCDEX Ltd, the premier
futurescommodity exchange of Indiawith focus onagrocommodities.

SIDBI vide its letter no- SFB/Ref. No/ 01022 /UTKSFB/ND dated May 08, 2018, has changed its nominee
directoronthe Bank's Boardandappointed Mr. Prakash Kumarinthe place of Mr. Arup Kumar.

Mr. Prakash Kumar is the Chief General Manager at SIDBI. He had been the in-charge of the SIDBI
Foundation for Microcredit (SFMC) as also led the prestigious Poorest State Inclusive Growth (PSIG)
Project beingimplemented by SIDBI with support from DFID, UK. He has more than 24 years of experience
in SIDBI, in areas such as Microfinance, SME Financing, NPA Management, Business Process Re-
engineering etc. Prior t