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SECTION I: GENERAL
DEFINITIONS AND ABBREVIATIONS

This Draft Red Herring Prospectus uses certain definitions and abbreviations which, unless the context otherwise indicates or
implies, shall have the meaning as provided below. References to any legislation, act, regulation, rules, guidelines or policies
shall be to such legislation, act, regulation, rules, guidelines or policies as amended, supplemented or re-enacted from time to
time, and any reference to a statutory provision shall include any subordinate legislation made from time to time under that
provision.

The words and expressions used in this Draft Red Herring Prospectus but not defined herein shall have, to the extent applicable,
the same meaning ascribed to such terms under the SEBI ICDR Regulations, the Companies Act, the SCRA, the Depositories
Act and the rules and regulations made thereunder, as applicable. Notwithstanding the foregoing, the terms used in “Industry
Overview”, “Key Regulations and Policies”, “Statement of Special Tax Benefits”, “Financial Statements”, “Basis for Offer
Price”, “History and Certain Corporate Matters”, “Selected Statistical Information”, “Financial Indebtedness”, “Other
Regulatory and Statutory Disclosures”, “Outstanding Litigation and Material Developments” and “Description of Equity
Shares and Terms of Articles of Association” on pages 101, 165, 93, 234, 90, 177, 214, 317, 327, 319 and 363 respectively

shall have the meaning ascribed to them in the relevant section.

General Terms

Term Description
“our Bank”, “the Bank”, “the|Fincare Small Finance Bank Limited, a company incorporated under the Companies Act, 1956 and a
Issuer” small finance bank registered with the RBI, having its Registered Office at 301-306, 3rd Floor, Abhijeet
-V, Opp. Mayor's Bunglow, Law Garden Road, Mithakhali, Ahmedabad 380 006, Gujarat, India
“we”, “us” or “our” Unless the context otherwise indicates or implies, refers to our Bank

Bank Related Terms

Term Description

“Articles of Association” or | Articles of association of our Bank, as amended

“Ao0A”

Audit Committee Audit committee of our Board, constituted in accordance with the applicable provisions of the
Companies Act, 2013, the Listing Regulations, guidelines issued by the RBI from time to time, and as
described in “Our Management” on page 186

“Auditors” or “Statutory Walker Chandiok & Co. LLP, current statutory auditors of our Bank

Auditors”

“Board” or “Board of Directors” | Board of directors of our Bank, as constituted from time to time

Business Transfer Agreement Business transfer agreement dated April 13, 2016 entered into between Future Financial Services Private
Limited and our Bank, then known as ‘Disha Microfin Private Limited’, as amended by the
supplementary agreement dated September 23, 2016

“CFO” or “Chief Financial Chief Financial Officer of our Bank, being Keyur Doshi. For details, see “Our Management” on page

Officer” 186

“Company Secretary and Company Secretary and Compliance Officer of our Bank, being Shefaly Kothari. For details, see “Our

“Compliance Officer” Management” on page 186

Corporate Office Current corporate office of our Bank, located at 5™ Floor, Bren Mercury, Kaikondanahalli, Sarjapur

Main Road, Bengaluru 560 035, Karnataka, India
Corporate Social Responsibility | Corporate social responsibility committee of our Board, constituted in accordance with the applicable

Committee provisions of the Companies Act, 2013 and as described in “Our Management” on page 186

CRISIL Report Report titled ‘Analysis of small finances banks and various retail loan products’ issued in March 2021
by CRISIL Research, a division of CRISIL Limited

Director(s) The directors on the Board of our Bank

Equity Shares Equity shares of our Bank of face value of 10 each

ESOP 2018 Employee stock option plan of our Bank, named “ESOP-2018-3-FSFB”

Independent Directors Independent directors on the Board, as described in “Our Management” on page 186

“Key Managerial Personnel” or | Key managerial personnel of our Bank in accordance with Regulation 2(1)(bb) of the SEBI ICDR

“KMP” Regulations as described in “Our Management” on page 186

FFSPL Future Financial Services Private Limited

Lok Lok Management Services Private Limited, an erstwhile fellow subsidiary of our Bank, which has
merged into our Promoter with effect from March 5, 2020

Managing Director and Chief Managing Director and Chief Executive Officer of our Bank, Rajeev Yadav

Executive Officer
“Memorandum of Association” Memorandum of association of our Bank, as amended

or “MoA”

Nomination and Remuneration | Nomination and remuneration committee of our Board, constituted in accordance with the applicable

Committee provisions of the Companies Act, 2013, the Listing Regulations and guidelines issued by the RBI from
time to time and as described in “Our Management” on page 186

“Promoter” or “FBSL” or Our Promoter, Fincare Business Services Limited

“Promoter Selling Shareholder”




Term

Description

RBI Final Approval

RBI letter dated May 12, 2017, pursuant to which RBI granted license no. MUM:135 to our Bank to
carry on the SFB business in terms of Section 22 of the Banking Regulation Act

RBI In-Principle Approval

RBI letter dated October 7, 2015, pursuant to which our Bank was granted an in-principle approval
bearing reference no. DBR.PSBD.NBC (SFB-UFSPL) No. 4922/16.13.216/2015-16, by the RBI to
convert into an SFB in the private sector under Section 22 of the Banking Regulation Act

Registered Office

Registered office of our Bank located at 301-306, 3rd Floor, Abhijeet -V, Opp. Mayor's Bunglow, Law
Garden Road, Mithakhali, Ahmedabad 380 006, Gujarat, India

“Registrar of Companies” or
6‘R0C57

Registrar of Companies, Gujarat at Ahmedabad

Restated Financial Statements

Restated financial statements of our Bank for the nine months period ended December 31, 2020 and the
financial years ended March 31, 2020, March 31, 2019 and March 31, 2018 (prepared in accordance
with Indian GAAP read with Section 133 of the Companies Act, 2013 and restated in accordance with
the SEBI ICDR Regulations) which comprises the restated statement of assets and liabilities, the restated
statement of profit and loss, the restated statement of cash flows and the restated statement of changes
in equity and notes thereto

Shareholders

Shareholders holding Equity Shares of our Bank from time to time

SPSSA

Share purchase and share subscription agreement dated January 9, 2017, as amended by agreement
dated February 27, 2017 entered into amongst our Promoter and certain shareholders of our Promoter,
in relation to their shareholding in our Promoter

Stakeholders’ Relationship
Committee

Stakeholders’ relationship committee of our Board, constituted in accordance with the applicable
provisions of the Companies Act, 2013 and the Listing Regulations and as described in “Our
Management” on page 186

Offer Related Terms

Term

Description

Abridged Prospectus

Abridged prospectus means a memorandum containing such salient features of a prospectus as may
be specified by the SEBI in this behalf

Acknowledgement Slip

The slip or document issued by a Designated Intermediary to a Bidder as proof of registration of the
Bid cum Application Form

“Allot” or  “Allotment”

“Allotted”

or | Unless the context otherwise requires, allotment of the Equity Shares pursuant to the Fresh Issue and

transfer of the Offered Shares pursuant to the Offer for Sale to the successful Bidders

Allotment Advice

Note or advice or intimation of Allotment sent to the successful Bidders who have been or are to be
Allotted the Equity Shares after the Basis of Allotment has been approved by the Designated Stock
Exchange

Allottee

A successful Bidder to whom the Equity Shares are Allotted

Ambit

Ambit Private Limited

Anchor Investor

A Qualified Institutional Buyer, applying under the Anchor Investor Portion in accordance with the
requirements specified in the SEBI ICDR Regulations and the Red Herring Prospectus and who has
Bid for an amount of at least 100 million

Anchor Investor Allocation Price

Price at which Equity Shares will be allocated to Anchor Investors in terms of the Red Herring
Prospectus and the Prospectus, which will be decided by our Bank and the Promoter Selling
Shareholder in consultation with the Managers during the Anchor Investor Bid/Offer Period

Anchor Investor Application Form

Application form used by an Anchor Investor to make a Bid in the Anchor Investor Portion and which
will be considered as an application for Allotment in terms of the Red Herring Prospectus and
Prospectus

Anchor Investor Bid/Offer Period

One Working Day prior to the Bid/ Offer Opening Date, on which Bids by Anchor Investors shall be
submitted and allocation to Anchor Investors shall be completed

Anchor Investor Offer Price

Final price at which the Equity Shares will be Allotted to Anchor Investors in terms of the Red Herring
Prospectus and the Prospectus, which price will be equal to or higher than the Offer Price but not
higher than the Cap Price

The Anchor Investor Offer Price will be decided by our Bank and the Promoter Selling Shareholder
in consultation with the Managers

Anchor Investor Portion

Up to 60% of the QIB Portion which may be allocated by our Bank in consultation with the Managers,
to Anchor Investors on a discretionary basis in accordance with the SEBI ICDR Regulations

One-third of the Anchor Investor Portion shall be reserved for domestic Mutual Funds, subject to valid
Bids being received from domestic Mutual Funds at or above the Anchor Investor Allocation Price, in
accordance with the SEBI ICDR Regulations

Amount” or “ASBA”

“Application Supported by Blocked | Application, whether physical or electronic, used by ASBA Bidders to make a Bid and authorizing an

SCSB to block the Bid Amount in the ASBA Account and will include applications made by RIBs
using the UPI Mechanism where the Bid Amount will be blocked upon acceptance of UPI Mandate
Request by RIBs using the UPI Mechanism

ASBA Account Bank account maintained with an SCSB by an ASBA Bidder, as specified in the ASBA Form
submitted by ASBA Bidders for blocking the Bid Amount mentioned in the relevant ASBA Form and
includes the account of an RIB which is blocked upon acceptance of a UPI Mandate Request made by
the RIBs using the UPI Mechanism

ASBA Bid A Bid made by an ASBA Bidder

ASBA Bidders All Bidders except Anchor Investors

2




Term

Description

ASBA Form Application form, whether physical or electronic, used by ASBA Bidders which will be considered as
the application for Allotment in terms of the Red Herring Prospectus and the Prospectus

AXis Axis Capital Limited

Bankers to the Offer Collectively, Escrow Collection Bank(s), Public Offer Bank(s), Sponsor Bank(s) and Refund Bank(s)

Basis of Allotment

Basis on which Equity Shares will be Allotted to successful Bidders under the Offer and which is
described in “Offer Structure” on page 345

Bid

Indication to make an offer during the Bid/ Offer Period by an ASBA Bidder pursuant to submission
of the ASBA Form, or during the Anchor Investor Bid/Offer Period by an Anchor Investor, pursuant
to submission of the Anchor Investor Application Form, to subscribe to the Equity Shares at a price
within the Price Band, including all revisions and modifications thereto as permitted under the SEBI
ICDR Regulations and in terms of the Red Herring Prospectus and the Bid cum Application Form.
The term “Bidding” shall be construed accordingly

Bid Amount

The highest value of optional Bids indicated in the Bid cum Application Form and, in the case of RIBs
Bidding at the Cut off Price, the Cap Price multiplied by the number of Equity Shares Bid for by such
Retail Individual Bidder and mentioned in the Bid cum Application Form and payable by the Bidder
or blocked in the ASBA Account of the Bidder, as the case may be, upon submission of the Bid.

However, RIBs and Eligible Employees applying in the Employee Reservation Portion can apply at
the Cut off Price, net of Employee Discount, if any (in case of Eligible Employees), and the Bid
Amount shall be Cap Price, net of Employee Discount, if any (in case of Eligible Employees),
multiplied by the number of Equity Shares Bid for by such RIBs or Eligible Employee and mentioned
in the Bid cum Application Form.

The maximum Bid Amount under the Employee Reservation Portion by an Eligible Employee shall
not exceed ¥500,000 (net of Employee Discount, if any). However, the initial Allotment to an Eligible
Employee in the Employee Reservation Portion shall not exceed ¥200,000 (net of Employee Discount,
if any). Only in the event of under-subscription in the Employee Reservation Portion, such
unsubscribed portion will be available for allocation and Allotment, proportionately to all Eligible
Employees who have Bid in excess of ¥200,000 (net of Employee Discount, if any), subject to the
maximum value of Allotment made to such Eligible Employee not exceeding ¥500,000 (net of
Employee Discount, if any)

Bid cum Application Form

Anchor Investor Application Form or the ASBA Form, as the context requires

Bid Lot

[e] Equity Shares and in multiples of [®] Equity Shares thereafter

Bid/ Offer Closing Date

Except in relation to any Bids received from the Anchor Investors, the date after which the Designated
Intermediaries will not accept any Bids, which shall be notified in [e] editions of [e], an English
national daily newspaper and [®] editions of [e], a Hindi national daily newspaper and [®] editions of
[e], a Gujarati national daily newspaper (Gujarati also being the regional language of Gujarat, where
our Registered Office is located), each with wide circulation, and in case of any such extension, the
extended Bid/Offer Closing Date shall also be notified on the website and terminals of the Syndicate
Members and communicated to the Designated Intermediaries and the Sponsor Bank.

Our Bank and the Promoter Selling Shareholder may, in consultation with the Managers, consider
closing the Bid/Offer Period for QIBs one Working Day prior to the Bid/Offer Closing Date in
accordance with the SEBI ICDR Regulations. In case of any revision if any (in case of Eligible
Employees), the extended Bid/ Offer Closing Date shall also be notified on the websites of the
Managers and at the terminals of the Syndicate Members, and communicated to the Designated
Intermediaries and the Sponsor Bank, which shall also be notified in an advertisement in same
newspapers in which the Bid/Offer Opening Date was published, as required under the SEBI ICDR
Regulations.

Bid/ Offer Opening Date

Except in relation to any Bids received from the Anchor Investors, the date on which the Designated
Intermediaries shall start accepting Bids, which shall be notified in [e] editions of [e], an English
national daily newspaper and [®] editions of [e], a Hindi national daily newspaper and [ ] editions of
[e], a Gujarati national daily newspaper (Gujarati also being the regional language of Gujarat, where
our Registered Office is located), each with wide circulation

Bid/ Offer Period

Except in relation to Anchor Investors, the period between the Bid/ Offer Opening Date and the Bid/
Offer Closing Date, inclusive of both days, during which prospective Bidders can submit their Bids,
including any revisions thereof, in accordance with SEBI ICDR Regulations. Provided that the
Bidding shall be kept open for a minimum of three Working Days for all categories of Bidders, other
than Anchor Investors

Our Bank and the Promoter Selling Shareholders may, in consultation with the Managers, consider
closing the Bid/Offer Period for the QIB Portion one Working Day prior to the Bid/Offer Closing Date
in accordance with the SEBI ICDR Regulations. The Bid/Offer Period will comprise of Working Days
only

Bidder

Any prospective investor who makes a Bid pursuant to the terms of the Red Herring Prospectus and
the Bid cum Application Form and unless otherwise stated or implied, includes an Anchor Investor

Bidding Centres

Broker centres at which the Designated Intermediaries shall accept the ASBA Forms, i.e., Designated
Branches for SCSBs, Specified Locations for the Syndicate, Broker Centres for Registered Brokers,
Designated RTA Locations for RTAs and Designated CDP Locations for CDPs

Book Building Process

Book building process, as provided in Schedule XI11 of the SEBI ICDR Regulations, in terms of which
the Offer is being made




Term

Description

“Book Running Lead Manager” or
6‘BRLM’5

The book running lead manager to the Offer, namely, Ambit

Broker Centres

Centres notified by the Stock Exchanges where Bidders can submit the ASBA Forms to a Registered
Broker

The details of such Broker Centres, along with the names and contact details of the Registered Brokers
are available on the respective websites of the Stock Exchanges (www.bseindia.com and
www.nseindia.com)

“CAN” or “Confirmation of|Notice or intimation of allocation of the Equity Shares sent to Anchor Investors, who have been
Allocation Note” allocated the Equity Shares, on/after the Anchor Investor Bid/ Offer Period
Cap Price Higher end of the Price Band, above which the Offer Price and the Anchor Investor Offer Price will

not be finalised and above which no Bids will be accepted

Cash Escrow and Sponsor Bank
Agreement

Agreement to be entered amongst our Bank, the Promoter Selling Shareholder, the Managers,
Syndicate Members, the Bankers to the Offer and Registrar to the Offer, inter alia, for collection of
the Bid Amounts from Anchor Investors, transfer of funds to the Public Offer Account and where
applicable, refunds of the amounts collected from Bidders, on the terms and conditions thereof

Client ID

Client identification number maintained with one of the Depositories in relation to demat account

“Collecting Depository Participant”
or “CDP”

A depository participant as defined under the Depositories Act, 1996 registered with SEBI and who is
eligible to procure Bids at the Designated CDP Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI as per the list available
on the websites of BSE and NSE

Cut-off Price

Offer Price, as finalised by our Bank and the Promoter Selling Shareholder in consultation with the
Managers, which shall be any price within the Price Band.

Only RIBs Bidding in the Retail Portion and Eligible Employees Bidding in the Employee Reservation
Portion are entitled to Bid at the Cut-off Price (net of Employee Discount, if any, for Eligible
Employees). QIBs (including Anchor Investors) and Non-Institutional Bidders are not entitled to Bid
at the Cut-off Price

Demographic Details

Details of the Bidders including the Bidders’ address, name of the Bidders’ father/husband, investor
status, occupation, bank account details and UPI 1D, wherever applicable

Designated Branches

Such branches of the SCSBs which shall collect the ASBA Forms, a list of which is available on the
website of SEBI at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes or at
such other website as may be prescribed by SEBI from time to time

Designated CDP Locations

Such locations of the CDPs where Bidders can submit the ASBA Formes.

The details of such Designated CDP Locations, along with names and contact details of the Collecting
Depository Participants eligible to accept ASBA Forms are available on the respective websites of the
Stock Exchanges (www.bseindia.com and www.nseindia.com), as updated from time to time

Designated Date

The date on which the Escrow Collection Bank(s) transfer funds from the Escrow Account to the
Public Offer Account or the Refund Account, as the case may be, and the instructions are issued to the
SCSBs (in case of RIBs using UPI Mechanism, instructions being issued through the Sponsor Bank)
for the transfer of amounts blocked by the SCSBs in the ASBA Accounts to the Public Offer Account
or the Refund Account, as the case may be, in terms of the Red Herring Prospectus following which
Equity Shares will be Allotted in the Offer

Designated Intermediary(ies)

In relation to ASBA Forms submitted by RIBs by authorising an SCSB to block the Bid Amount in
the ASBA Account, Designated Intermediaries shall mean SCSBs.

In relation to ASBA Forms submitted by RIBs where the Bid Amount will be blocked upon acceptance
of UPI Mandate Request by such RIB using the UPI Mechanism, Designated Intermediaries shall
mean Syndicate, sub-syndicate/agents, Registered Brokers, CDPs and RTAs.

In relation to ASBA Forms submitted by QIBs and non-institutional Bidders, Designated
Intermediaries shall mean Syndicate, Sub-Syndicate/ agents, SCSBs, Registered Brokers, the CDPs
and RTAs

Designated RTA Locations

Such locations of the RTAs where Bidders can submit the ASBA Forms to RTAs. The details of such
Designated RTA Locations, along with names and contact details of the RTAs eligible to accept ASBA
Forms are available on the respective websites of the Stock Exchanges (www.bseindia.com and
www.nseindia.com)

Designated Stock Exchange

[o]

“Draft Red Herring Prospectus” or
“DRHP”

This draft red herring prospectus dated May 8, 2021 issued in accordance with the SEBI ICDR
Regulations, which does not contain complete particulars of the price at which the Equity Shares will
be Allotted and the size of the Offer, including any addenda or corrigenda thereto

Eligible Employees

Permanent employees, working in India or outside India, of our Bank or a Director of our Bank,
whether whole-time or not, as on the date of the filing of the Red Herring Prospectus with the RoC,
but not including (i) Promoter; or (ii) Directors who either themselves or through their relatives or
through any body corporate, directly or indirectly, hold more than 10% of the outstanding equity shares
of our Bank

The maximum Bid Amount under the Employee Reservation Portion by an Eligible Employee shall
not exceed ¥500,000 (net of Employee Discount, if any). However, the initial Allotment to an Eligible
Employee in the Employee Reservation Portion shall not exceed ¥200,000. Only in the event of an
under-subscription in the Employee Reservation Portion post initial Allotment, such unsubscribed
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Term Description
portion may be Allotted on a proportionate basis to Eligible Employees Bidding in the Employee
Reservation Portion, for a value in excess of ¥200,000, subject to the total Allotment to an Eligible
Employee not exceeding ¥500,000
Eligible NRI(s) NRI(s) from jurisdictions outside India where it is not unlawful to make an Offer or invitation under

the Offer and in relation to whom the ASBA Form and the Red Herring Prospectus will constitute an
invitation to subscribe to or to purchase the Equity Shares

Employee Discount

A discount of up to [@]% to the Offer Price (equivalent of X[e] per Equity Share) as may be offered
by our Bank and the Promoter Selling Shareholder, in consultation with the Managers, to Eligible
Employees and which shall be announced at least two Working Days prior to the Bid / Offer Opening
Date

Employee Reservation Portion

The portion of the Offer being up to [e] Equity Shares aggregating up to ¥[e] million, available for
allocation to Eligible Employees, on a proportionate basis

Escrow Account(s)

Account(s) to be opened with the Escrow Collection Bank(s) and in whose favour the Anchor Investors
will transfer money through NACHY/direct credit/NEFT/RTGS in respect of the Bid Amount when
submitting a Bid

Escrow Collection Bank(s)

Bank(s) which are clearing member(s) and registered with SEBI as banker(s) to an issue and with
whom the Escrow Account(s) will be opened, in this case being [®]

First or sole Bidder

Bidder whose name shall be mentioned in the Bid cum Application Form or the Revision Form and in
case of joint Bids, whose name shall also appear as the first holder of the beneficiary account held in
joint names

Floor Price Lower end of the Price Band, subject to any revision(s) thereto, not being less than the face value of
Equity Shares, at or above which the Offer Price and the Anchor Investor Offer Price will be finalised
and below which no Bids will be accepted

Fresh Issue Fresh issue of up to [e] Equity Shares aggregating up to 3,300 million by our Bank

“Global Coordinators and Book
Running Lead Managers” or
“GCBRLMs”

The global coordinators and book running lead managers to the Offer, namely, I-Sec, Axis, IIFL and
SBICAP

General Information Document

The General Information Document for investing in public issues, prepared and issued in accordance
with the SEBI circular (SEBI/HO/CFD/DIL1/CIR/P/2020/37) dated March 17, 2020, suitably
modified and updated pursuant  to, among  others, the  SEBI circular
(SEBI/HO/CFD/DIL2/CIR/P/2020/50) dated March 30, 2020.

IFL IIFL Securities Limited
1-Sec ICICI Securities Limited
Managers Together, the Global Coordinators and Book Running Lead Managers and the Book Running Lead

Manager

Maximum RIB Allottees

Maximum number of RIBs who can be allotted the minimum Bid Lot. This is computed by dividing
the total number of Equity Shares available for Allotment to RIBs by the minimum Bid Lot, subject
to valid Bids being received at or above the Offer Price

Mutual Fund Portion

5% of the Net QIB Portion, or [®] Equity Shares which shall be available for allocation to Mutual
Funds only, subject to valid Bids being received at or above the Offer Price

Net Offer

The Offer less the Employee Reservation Portion

Net Proceeds

Proceeds of the Fresh Issue less the Bank’s share of Offer expenses. For further details regarding the
use of the Net Proceeds and the Offer expenses, see “Objects of the Offer”” on page 87

Net QIB Portion

The QIB Portion less the number of Equity Shares Allotted to the Anchor Investors

Non-Institutional Bidders

All Bidders that are not QIBs or RIBs or Eligible Employees and who have Bid for Equity Shares for
an amount of more than ¥200,000 (but not including NRIs other than Eligible NRIs)

Non-Institutional Portion

Portion of the Offer being not more than 15% of the Net Offer consisting of not more than [e] Equity
Shares which shall be available for allocation on a proportionate basis to Non-Institutional Bidders,
subject to valid Bids being received at or above the Offer Price

Non-Resident

Person resident outside India, as defined under FEMA

Offer

The initial public offer of up to [e] Equity Shares aggregating up to 313,300 million, comprising of
the Net Offer and the Employee Reservation Portion

Our Bank may, in consultation with the Managers, consider a Pre-IPO Placement of such humber of
Equity Shares for an aggregate amount not exceeding 2,000 million. The Pre-IPO Placement, if
undertaken, will be at a price to be decided by our Bank, in consultation with the Managers and the
Pre-IPO Placement will be completed prior to filing of the Red Herring Prospectus with the RoC. If
the Pre-IPO Placement is undertaken, the aggregate amount raised from the Pre-IPO Placement will
be reduced from the Fresh Issue, subject to the minimum Offer Size constituting at least [#]% of the
post-Offer paid-up equity share capital of our Bank

Offer Agreement

Agreement dated May 8, 2021 entered amongst our Bank, the Promoter Selling Shareholder and the
Managers, pursuant to which certain arrangements have been agreed to in relation to the Offer

Offer for Sale

The offer for sale of up to [e] Equity Shares by the Promoter Selling Shareholder at the Offer Price
aggregating up to 310,000 million pursuant to the Offer

Offer Price

The final price at which Equity Shares will be Allotted to ASBA Bidders in terms of the Red Herring
Prospectus and the Prospectus. Equity Shares will be Allotted to Anchor Investors at the Anchor
Investor Offer Price which will be decided by our Bank and the Promoter Selling Shareholder in
consultation with the Managers in terms of the Red Herring Prospectus and the Prospectus.

The Offer Price will be decided by our Bank and the Promoter Selling Shareholder, in consultation
with the Managers, on the Pricing Date in accordance with the Book Building Process and the Red
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Term

Description

Herring Prospectus.

Offer Proceeds

The gross proceeds of the Fresh Issue which shall be available to our Bank and the proceeds of the
Offer for Sale which will be available to the Promoter Selling Shareholder. For further information
about use of the Offer Proceeds, see “Objects of the Offer” on page 87

Offered Shares

Up to [e] Equity Shares aggregating to 10,000 million offered by the Promoter Selling Shareholder
pursuant to the Offer for Sale

Pre-IPO Placement

A pre-Offer placement of Equity Shares by our Bank, in consultation with the Managers, of such
number of Equity Share for an aggregate amount not exceeding %2,000 million. The Pre-IPO
Placement, if undertaken, will be at a price to be decided by our Bank, in consultation with the
Managers and the Pre-IPO Placement will be completed prior to filing of the Red Herring Prospectus
with the RoC. If the Pre-IPO Placement is undertaken, the amount raised from the Pre-IPO Placement
will be reduced from the Fresh Issue, subject to the minimum Offer Size constituting at least [®]% of
the post-Offer paid-up equity share capital of our Bank

Price Band

Price band of a minimum price of ¥[®] per Equity Share (Floor Price) and the maximum price of [e]
per Equity Share (Cap Price) including any revisions thereof

The Price Band, minimum Bid Lot and Employee Discount (if any) will be decided by our Bank and
the Promoter Selling Shareholder in consultation with the Managers, and will be advertised, at least
two Working Days prior to the Bid/ Offer Opening Date, in [e] editions of [e], an English national
daily newspaper, [®] editions of [®], a Hindi national daily newspaper and [®] edition of [®], a Gujarati
daily newspaper (Gujrati being the regional language of Gujarat, where our Registered Office is
located), each with wide circulation and shall be made available to the Stock Exchanges for the
purpose of uploading on their respective websites

Pricing Date

Date on which our Bank and the Promoter Selling Shareholder in consultation with the Managers, will
finalise the Offer Price

Prospectus

Prospectus to be filed with the RoC after the Pricing Date in accordance with Section 26 of the
Companies Act, 2013, and the SEBI ICDR Regulations containing, inter alia, the Offer Price, the size
of the Offer and certain other information, including any addenda or corrigenda thereto

Public Offer Account

Bank account to be opened with the Public Offer Account Bank, under Section 40(3) of the Companies
Act, 2013 to receive monies from the Escrow Account(s) and ASBA Accounts on the Designated Date

Public Offer Bank

A bank which is a clearing member and registered with SEBI as a banker to an issue and with which
the Public Offer Account will be opened, in this case being [e]

QIB Portion

The portion of the Net Offer (including the Anchor Investor Portion) being not less than 75% of the
Net Offer consisting of not less than [e] Equity Shares which shall be available for allocation to QIBs
(including Anchor Investors), subject to valid Bids being received at or above the Offer Price or
Anchor Investor Offer Price (for Anchor Investors)

Qualified Institutional Buyers or
QIBs or QIB Bidders

Qualified institutional buyers as defined under Regulation 2(1)(ss) of the SEBI ICDR Regulations

Red Herring Prospectus or RHP

Red Herring Prospectus to be issued in accordance with Section 32 of the Companies Act, 2013 and
the provisions of the SEBI ICDR Regulations, which will not have complete particulars of the Offer
Price and the size of the Offer, including any addenda or corrigenda thereto. The Red Herring
Prospectus will be filed with the RoC at least three Working Days before the Bid/Offer Opening Date
and will become the Prospectus upon filing with the RoC after the Pricing Date

Refund Account(s)

Account(s) to be opened with the Refund Bank(s), from which refunds, if any, of the whole or part of
the Bid Amount to the Bidders shall be made

Refund Bank(s)

Banker(s) to the Offer and with whom the Refund Account will be opened, in this case being [®]

Registered Brokers

Stock brokers registered under the Securities and Exchange Board of India (Stock Brokers)
Regulations, 1992, with the Stock Exchanges having nationwide terminals, other than the Managers
and the Syndicate Members and eligible to procure Bids in terms of Circular No. CIR/ CFD/ 14/ 2012
dated October 4, 2012 issued by SEBI

Registrar Agreement

Agreement dated May 8, 2021 entered amongst our Bank, the Promoter Selling Shareholder and the
Registrar to the Offer, in relation to the responsibilities and obligations of the Registrar to the Offer
pertaining to the Offer

“Registrar and Share Transfer | Registrar and share transfer agents registered with SEBI and eligible to procure Bids at the Designated
Agents” or “RTAs” RTA Locations as per the list available on the websites of BSE and NSE, and the UPI Circulars
“Registrar to the Offer” or|KFin Technologies Private Limited (formerly known as Karvy Fintech Private Limited)

“Registrar”

“Retail Individual Bidder(s)” or | Individual Bidders, who have Bid for the Equity Shares for an amount not more than 200,000 in any
“RIB(s)” of the bidding options in the Offer (including HUFs applying through their Karta and Eligible NRIs)

Retail Portion

Portion of the Net Offer being not more than 10% of the Net Offer consisting of not more than [e]
Equity Shares which shall be available for allocation to RIBs (subject to valid Bids being received at
or above the Offer Price)

Revision Form

Form used by the Bidders to modify the quantity of the Equity Shares or the Bid Amount in any of
their ASBA Form(s) or any previous Revision Form(s)

QIB Bidders and Non-Institutional Bidders are not allowed to withdraw or lower their Bids (in terms
of quantity of Equity Shares or the Bid Amount) at any stage. RIBs and Eligible Employees Bidding
in the Employee Reservation Portion can revise their Bids during the Bid/ Offer Period and withdraw
their Bids until Bid/ Offer Closing Date

SBICAP

SBI Capital Markets Limited




Term

Description

Self-Certified Syndicate Bank(s) or
SCSB(s)

The banks registered with SEBI, which offer the facility of ASBA services, (i) in relation to ASBA,
where the Bid Amount will be blocked by authorising an SCSB, a list of which is available on the
website of SEBI at
www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=34 and updated
from time to time and at such other websites as may be prescribed by SEBI from time to time, (ii) in
relation to RIBs using the UPI Mechanism, a list of which is available on the website of SEBI at
https://sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40 or such other
website as updated from time to time

Applications through UPI in the Offer can be made only through the SCSBs mobile applications (apps)
whose name appears on the SEBI website. A list of SCSBs and mobile application, which, are live for
applying in public issues using UPI mechanism is provided as Annexure ‘A’ to the SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019. The said list shall be updated on SEBI
website

Share Escrow Agent

Share escrow agent to be appointed pursuant to the Share Escrow Agreement, namely, [o]

Share Escrow Agreement

Agreement to be entered amongst our Bank, the Promoter Selling Shareholder and the Share Escrow
Agent in connection with the transfer of the Offered Shares by the Promoter Selling Shareholder and
credit of such Equity Shares to the demat account of the Allottees

Specified Locations

Bidding Centres where the Syndicate shall accept ASBA Forms from Bidders

Sponsor Bank

[e], being a Banker to the Offer, appointed by our Bank to act as a conduit between the Stock
Exchanges and NPCI in order to push the mandate collect requests and / or payment instructions of
the RIBs using the UPI and carry out other responsibilities, in terms of the UPI Circulars

“Syndicate” or “Members of the
Syndicate”

Together, the Managers and the Syndicate Members

Syndicate Agreement

Agreement to be entered amongst our Bank, the Promoter Selling Shareholder ,the Managers and the
Syndicate Members, in relation to collection of Bids by the Syndicate

Syndicate Members

Intermediaries registered with SEBI who are permitted to carry out activities as an underwriter,
namely, [®]

Systemically  Important  Non-

Banking Financial Company

Systemically important non-banking financial company as defined under Regulation 2(1)(iii) of the
SEBI ICDR Regulations

Underwriters

[e]

Underwriting Agreement

Agreement to be entered amongst our Bank, the Promoter Selling Shareholder and the Underwriters
on or after the Pricing Date but prior to filing of the Prospectus with the RoC

UPI Unified payments interface which is an instant payment mechanism, developed by NPCI

UPI Circulars The SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2018/138 dated November 1, 2018, SEBI circular
no. SEBI/HO/CFD/DIL2/CIR/P/2019/50 dated April 3, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/76  dated  June 28, 2019, SEBI  circular  no.
SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019, SEBI circular no.
SEBI/HO/CFD/DCR2/CIR/P/2019/133 dated November 8, 2019,
SEBI/HO/CFD/DIL2/CIR/P/2020/50  dated March 30, 2020, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2021/2480/1/M dated March 16, 2021, SEBI circular no.
SEBI/HO/CFD/DIL1/CIR/P/2021/47 dated March 31, 2021 and any subsequent circulars or
notifications issued by SEBI in this regard

UPI ID ID created on the UPI for single-window mobile payment system developed by the NPCI

UPI Mandate Request

A request (intimating the RIB by way of a notification on the UPI linked mobile application as
disclosed by SCSBs on the website of SEBI and by way of an SMS on directing the RIB to such UPI
linked mobile application) to the RIB initiated by the Sponsor Bank to authorise blocking of funds on
the UPI application equivalent to Bid Amount and subsequent debit of funds in case of Allotment

UPI Mechanism

The bidding mechanism that may be used by an RIB in accordance with the UPI Circulars to make an
ASBA Bid in the Offer

Working Day

All days on which commercial banks in Mumbai are open for business. In respect of announcement
of Price Band and Bid/Offer Period, Working Day shall mean all days, excluding Saturdays, Sundays
and public holidays, on which commercial banks in Mumbai are open for business. In respect of the
time period between the Bid/ Offer Closing Date and the listing of the Equity Shares on the Stock
Exchanges, Working Day shall mean all trading days of the Stock Exchanges, excluding Sundays and
bank holidays, as per circulars issued by SEBI

Technical/Industry Related Terms/Abbreviations

Term Description
AHL Affordable housing loan
ALM Application lifecycle management
AML Anti-money laundering

Basel Master Circular

Master Circular — Basel 111 Capital Regulations, RBI/2015-16/58, DBR.N0.BP.BC.1/21.06.201/2015-
16 dated July 1, 2015

BC Business Correspondent

BO Banking Ombudsman

CASA Current account and savings account
CFT Combating financing of terrorism
CIC Credit Information Company
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Term Description
ESG Environment, social and governance
ESG MS Environment, Social and Governance Management System
FATCA Foreign Account Tax Compliance Act, 2010
Fll Foreign institutional investor
FIS Fidelity Information Services
HENRY High-earning-not-rich-yet, a segment of consumers
IDFC Infrastructure Development and Finance Company
IGA Intergovernmental agreement used between governments to implement FATCA
IMPS A real-time interbank electronic funds transfer payment system in India
IT Information Technology
KYC Know your customer
LAG Loans against gold
LAP Loans against property
MFI Microfinance Institution
MSME Micro, small and medium enterprises
NBFC Non-banking financial company
OFAC Office of Foreign Assets Control
RLAP Rural loan against property
SFB Small Finance Bank
SQL A data processing tool

Conventional and General Terms or Abbreviations

Term Description
Z/Rs./Rupees/INR Indian Rupees
AlFs Alternative Investments Funds
BSE BSE Limited
CAGR Compound annual growth rate

Category | AIF

AIFs who are registered as “Category I Alternative Investment Funds” under the SEBI AIF Regulations

Category Il AIF

AIFs who are registered as “Category II Alternative Investment Funds” under the SEBI AIF Regulations

Category | FPIs

FPIs who are registered as “Category I Foreign Portfolio Investors” under the SEBI FPI Regulations

Category Il FPIs

FPIs who are registered as “Category Il Foreign Portfolio Investors” under the SEBI FPI Regulations

Category Il AIF

AlFs who are registered as “Category III Alternative Investment Funds” under the SEBI AIF
Regulations

CCIL Clearing Corporation of India Limited

CDSL Central Depository Services (India) Limited

CERSAI Central Registry of Securitization Asset Reconstruction and Security Interest of India
CIN Corporate Identity Number

Civil Code The Code of Civil Procedure, 1908

Companies Act or Companies
Act, 2013

Companies Act, 2013, along with the relevant rules made thereunder

Companies Act, 1956

Companies Act, 1956, along with the relevant rules made thereunder

Depositories

NSDL and CDSL

Depositories Act

Depositories Act, 1996

DIN Director Identification Number

DPIIT Department for Promotion of Industry and Internal Trade, Ministry of Commerce and Industry,
Government of India (earlier known as the Department of Industrial Policy and Promotion)

DP ID Depository Participant Identification

DP/ Depository Participant

Depository participant as defined under the Depositories Act

EBITDA

Earnings before interest, taxes, depreciation and amortisation

EGM Extraordinary General Meeting

EPS Earnings Per Share

FDI Foreign direct investment

FDI Policy Consolidated Foreign Direct Investment Policy notified by the DPIIT by way of circular bearing number
DPIIT file number 5(2)/2020-FDI Policy dated October 15, 2020 effective from October 15, 2020

FEMA Foreign Exchange Management Act, 1999, read with rules and regulations there under

FEMA Regulations

The Foreign Exchange Management (Non-Debt Instruments) Rules, 2019, the Foreign Exchange
Management (Mode of Payment and Reporting of Non-Debt Instruments) Regulations, 2019 and the
Foreign Exchange Management (Debt Instruments) Regulations, 2019, as applicable

FIMMDA

Fixed Income Money Market and Derivates Association of India

Financial Year/ Fiscal/ FY

Unless stated otherwise, the period of 12 months ending March 31 of that particular year

FIR

First information report

FPI(s) Foreign portfolio investors as defined under the SEBI FP1 Regulations

FVCI(s) Foreign venture capital investors as defined and registered under the SEBI FVCI Regulations
GAAR General Anti Avoidance Rules

Gazette Gazette of India

Gol or Government or Central
Government

Government of India

GST

Goods and Services Tax




Term Description
HUF Hindu Undivided Family
ICAI Institute of Chartered Accountants of India
IFRS International Financial Reporting Standards
IFSC Indian Financial System Code

Ind AS/ Indian Accounting
Standards

Indian Accounting Standards notified under Section 133 of the Companies Act, 2013 read with the
Companies (Indian Accounting Standards) Rules, 2015

India Republic of India

Indian GAAP/ IGAAP Generally Accepted Accounting Principles in India

IPC Indian Penal Code, 1860

IPO Initial public offering

IRDAI Insurance Regulatory and Development Authority of India
IST Indian Standard Time

IT Information Technology

IT Act The Income Tax Act, 1961

KYC Know your customer

Listing Regulations

Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015

MCA Ministry of Corporate Affairs

MICR Magnetic Ink Character Recognition

Mutual Fund (s) Mutual Fund(s) means mutual funds registered under the SEBI (Mutual Funds) Regulations, 1996

N/A Not applicable

NACH National Automated Clearing House

NAV Net Asset Value

NBFC Non-banking financial company

NBFC-CIC-ND-SI Systemically Important Non-Deposit taking Core Investment Company

NBFC-ND-SI Systemically Important Non-Deposit taking Non-Banking Finance Company

NEFT National Electronic Funds Transfer

NPCI National Payments Corporation of India

NRI Person resident outside India, who is a citizen of India or a person of Indian origin, and shall have the
meaning ascribed to such term in the Foreign Exchange Management (Deposit) Regulations, 2016 or
an overseas citizen of India cardholder within the meaning of section 7(A) of the Citizenship Act, 1955

NRE Account Non-resident external rupee account

NRO Account Non-resident ordinary account

NSDL National Securities Depository Limited

NSE National Stock Exchange of India Limited

OCB/Overseas Corporate Body

A company, partnership, society or other corporate body owned directly or indirectly to the extent of at
least 60% by NRIs including overseas trusts, in which not less than 60% of beneficial interest is
irrevocably held by NRIs directly or indirectly and which was in existence on October 3, 2003 and
immediately before such date had taken benefits under the general permission granted to OCBs under
FEMA. OCB:s are not allowed to invest in the Offer

p.a. Per annum

P/IE Price/earnings

P/E Ratio Price/earnings ratio

PAN Permanent account number

PAT Profit after tax

RBI The Reserve Bank of India

RBI Act The Reserve Bank of India Act, 1934

Regulation S Regulation S under the U.S. Securities Act

RTGS Real Time Gross Settlement

Rule 144A Rule 144A under the U.S. Securities Act

SCRA Securities Contracts (Regulation) Act, 1956
SCRR Securities Contracts (Regulation) Rules, 1957
SEBI Securities and Exchange Board of India constituted under the SEBI Act
SEBI Act Securities and Exchange Board of India Act, 1992

SEBI AIF Regulations

Securities and Exchange Board of India (Alternative Investments Funds) Regulations, 2012

SEBI FPI Regulations

Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2019

SEBI ICDR Regulations

Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2018

SEBI SBEB Regulations

Securities and Exchange Board of India (Share Based Employee Benefits) Regulations, 2014

SEBI VCF Regulations

Securities and Exchange Board of India (Venture Capital Fund) Regulations, 1996 as repealed pursuant
to the SEBI AIF Regulations

SFB

Small finance bank within the meaning of the SFB Licensing Guidelines

SFB Licensing Guidelines

Guidelines for Licensing of Small Finance Banks in the Private Sector issued by the RBI on November
27, 2014 read with the Clarifications to Queries on Guidelines for Licensing of Small Finance Banks
and Payment Banks in the Private Sector dated January 01, 2015, issued by the RBI, and such other
applicable rules, guidelines, instructions and regulations governing SFBs in India

SFB Operating Guidelines

Operating Guidelines for Small Finance Bank dated October 6, 2016 issued by the RBI

SIDBI

Small Industries Development Bank of India

State Government

The government of a state in India
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Term

Description

Stock Exchanges

BSE and NSE

STT

Securities transaction tax

Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations,
2011

TAN Tax deduction account number

U.S. GAAP Generally Accepted Accounting Principles in the United State of America

U.S. Securities Act U.S. Securities Act of 1933, as amended

U.S. QIBs “Qualified institutional buyers” as defined in Rule 144A under the U.S. Securities Act. For the

avoidance of doubt, the term “U.S. QIBs” does not refer to a category of institutional investor defined
under applicable Indian regulations and referred to in this Draft Red Herring Prospectus as “QIBs”

U.S./USA/United States

United States of America

URCs

Unbanked rural centres

USD/US$

United States Dollars

VCFs

Venture Capital Funds as defined in and registered with SEBI under the SEBI VCF Regulations

Wilful Defaulter

An entity or person categorised as a wilful defaulter by any bank or financial institution or consortium
thereof, in terms of regulation 2(1)(l11) of the SEBI ICDR Regulations
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OFFER DOCUMENT SUMMARY

The following is a general summary of the terms of the Offer and is neither exhaustive, nor purports to contain a summary of
all the disclosures in this Draft Red Herring Prospectus, Red Herring Prospectus or Prospectus, or all details relevant to
prospective investors. This summary should be read in conjunction with, and is qualified in its entirety by, the more detailed
information appearing elsewhere in this Draft Red Herring Prospectus, including “Risk Factors”, “Objects of the Offer”, “Our
Business”, “Industry Overview”, “Capital Structure”, “The Offer”, “Our Promoter And Promoter Group”, “Financial
Statements”’, “Outstanding Litigation and Material Developments”, “Offer Procedure ” and “Description of Equity Shares and
Terms of Articles of Association” on pages 20, 87, 133, 171, 68, 55, 206, 234, 319, 349 and 363 respectively.

Summary of the
business of the Bank

primary | We are a "digital-first" SFB with a focus on unbanked and under-banked customers, especially in rural
and semi-urban areas. According to CRISIL, among comparable SFB peers in India, we had the highest
growth rate in advances over Fiscal 2018 to Fiscal 2020. We follow a business model focused on
financial inclusion and aim to provide individuals and businesses with affordable financial products and
services that meet their needs. Our business objective is to enhance access to savings, credit and other
financial products for unbanked and underbanked individuals, MSMEs and unorganized entities,
especially in rural areas, by leveraging technology and last-mile distribution

SFBs' AUM clocked a 30% CAGR from Fiscal 2017 to Fiscal 2020. The top three SFBs accounted for
approximately 61% of the aggregate AUM as of fiscal 2020, up from 55% in fiscal 2017. These three
players logged a 35% CAGR during the period. The top six players account for approximately 86% of
the market share. CRISIL Research expects the sector's loan portfolio to see a strong 22% CAGR in the
near-term as most of the SFBs have completed the transition phase and are likely to benefit from the
operating leverage

Fincare Business Services Limited

Offer of up to [e] Equity Shares for cash at price of X[ ®] per Equity Share (including a premium of X[e]
per Equity Share) aggregating up to 313,300 million comprising of a Fresh Issue of up to [e] Equity
Shares aggregating up to 33,300 million by our Bank and an offer for sale of up to [®] Equity Shares
aggregating up to 210,000 million by the Promoter Selling Shareholder. The Offer shall constitute [®]%
of the post-Offer paid-up equity share capital of our Bank.

Summary of the Industry

Name of Promoter
Offer size

The Offer includes a reservation of up to [@] Equity Shares, aggregating up to Z[e] million, net of
Employee Discount (if any), for subscription by Eligible Employees. The Offer less the Employee
Reservation Portion is the Net Offer. The Net Offer shall constitute [®] % of the post-Offer paid-up
equity share capital of our Bank.

A Pre-IPO Placement may be undertaken by our Bank, in consultation with the Managers, of such
number of Equity Shares aggregating up to 32,000 million. The Pre-IPO Placement, if undertaken, will
be at a price to be decided by our Bank, in consultation with the Managers, and the Pre-IPO Placement
will be completed prior to filing of the Red Herring Prospectus with the RoC. If the Pre-IPO Placement
is undertaken, the aggregate amount raised in the Pre-IPO Placement will be reduced from the Fresh
Issue, subject to the minimum Offer size constituting at least [®]% of the post-Offer paid-up equity share
capital of our Bank.

The objects for which the Net Proceeds shall be utilised are as follows:

Objects of the Offer
(< in million)
Amount to be funded from the
Net Proceeds

Particulars

For augmentation of our Bank’s Tier — 1 capital base to meet [e]®

our future capital requirements
@ To be finalised upon determination of the Offer Price and updated in the Prospectus prior to filing with the RoC

Aggregate pre-Offer | The aggregate pre-Offer shareholding of our Promoter Selling Shareholder as a percentage of the pre-
shareholding of our Promoter | Offer paid-up equity share capital of the Bank is set out below:
and Promoter Group, and

Selling Shareholders as a Name No. of Equity Shares held Percentage of the pre- Offer
percentage of our paid-up paid-up equity share capital
equity share capital (%)

Promoter

FBSL | 173,489,568 | 78.58

Summary of Selected Financial | The details of our share capital, net worth, the net asset value per Equity Share and total borrowings as
Information at December 31, 2020 and March 31, 2020, 2019, 2018, as per the Restated Financial Statements are as
follows:

(% in million, except per share data)

Particulars As at December 31, As at March 31,
2020 2020 2019 2018
Share capital 636.10 636.10 564.36 374.59
Net worth 10,085.91 9,037.65 6,659.94 3,375.44
Net asset value per Equity Share 158.56 142.08 118.01 90.11
Total borrowings 10,620.10 13,681.62 12,830.74 10,689.79
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The details of our total income, profit after tax and earnings per Equity Share (basic and diluted) for the
nine months period ended December 31, 2020 and for the Fiscals 2020, 2019 and 2018 as per the Restated
Financial Statements are as follows:

(% in million, except per share data)

Particulars For the nine months For the period ended March 31,
period ended 2020 2019 2018
December 31, 2020
Total income 9,983.06 12,157.20 6,748.82 3,504.98
Profit after tax 1,039.27 1,434.49 1,019.80 (975.50)
Earnings per Equity Share
Basic and Diluted 16.34" 24.43 22.41 (26.04)

*Not annualised

For further details see “Financial Information” on page 234.

Auditor qualifications which
have not been given effect to in
the Restated Financial
Statements

There are no auditor qualifications which have not been given effect to in the Restated Financial
Statements. However, for details of certain emphasis of matter included in the Statutory Auditors’ reports
on the Restated Financial Statements, see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Auditor’s Observations” on page 312.

Summary table of outstanding
litigations

A summary of outstanding litigation proceedings involving our Bank, Promoter and Directors as of the
date of this Draft Red Herring Prospectus is provided below:

Litigation by our Bank

Type of proceeding Number of cases Amount, to the extent
quantifiable (in % million)
Criminal cases 424 309.77
Material civil cases 3 134.09
Litigation against our Promoter
Type of proceeding Number of cases Amount, to the extent
quantifiable (in % million)
Taxation matters 4 152.33
Litigation by our Promoter
Type of proceeding Number of cases Amount, to the extent
quantifiable (in X million)
Criminal cases 54 17.32
Litigation against our Directors
Type of proceeding Number of cases Amount, to the extent
quantifiable (in ¥ million)
Taxation matters 1 5.01
For further details, see “Outstanding Litigation and Material Developments” on page 319
Risk Factors For details of the risks applicable to us, see “Risk Factors” on page 20
Summary table of contingent | The following is a summary table of our contingent liabilities as of December 31, 2020:
liabilities (Z in million)
Contingent Liabilities As at December 31, 2020
Claims against the Bank not acknowledged as debts - others (Principal
L 32.66
subordination)
Total 32.66

For further details, see “Financial Statements — Annexure 17 - Restated Statement of Contingent
Liabilities” on page 252

Summary of related party
transactions

A summary of related party transactions entered into by our Bank for the nine months period ended
December 31, 2020 and the Fiscals 2020, 2019 and 2018 are as follows:
(< in million)

Related Party Nature of Transaction Nine months Year Year Year
period ended Ended Ended March Ended
December 31, | March 31, 31,2019 March 31,
2020 2020 2018
FBSL Issue of equity shares - 57.43 161.48 -
Lok Issue of equity shares - 10.61 19.17 -
FBSL Securities premium on equity - 697.57 1,488.95 -
shares
Lok Securities premium on equity - 128.93 490.83 -
shares
Rajeev Yadav Remuneration 21.45 39.06 30.19 30.10
Keyur Doshi Remuneration 8.96 12.46 10.71 10.21
Shefaly Kothari | Remuneration 1.67 2.22 2.01 1.81
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Sameer Remuneration - - - 1.53

Nanavati

Vivek Kothari Remuneration - - - 243

FBSL Sub-debt raised - - - 750.00

FBSL Term deposits made with our 631.04 - 738.40 983.45
Bank

Lok Term deposits made with our - 0.07 1,296.50 403.31
Bank

Shefaly Kothari | Term deposits made with our - - 0.34 1.30
Bank

Keyur Doshi Term deposits made with our - - - 0.10
Bank

Rajeev Yadav | Term deposits made with our - 0.58 - 1.52
Bank

Relative of KMP | Term deposits made with our 21.03 8.36 2.75 6.90
Bank

FBSL Term deposits matured 631.58 - 738.40 983.45

Lok Term deposits matured - 0.07 1,499.18 402.86

Rajeev Yadav | Term deposits matured - 0.60 - 1.02

Shefaly Kothari | Term deposits matured - 0.25 1.39 -

Relative of KMP | Term deposits matured 4.03 2.26 - 4.90

Rajeev Yadav Interest expense on term 0.04 0.06 0.10 0.03
deposits

Keyur Doshi Interest expense on term 0.01 0.01 0.01 0.01
deposits

Shefaly Kothari | Interest expense on term - 0.02 0.03 0.02
deposits

FBSL Interest expense on term 0.54 - 3.06 10.35
deposits

Lok Interest expense on term - - 10.46 5.72
deposits

FBSL Interest expense on term - - - 0.72
deposits

Relative of KMP | Interest expense on term 1.97 1.04 0.19 0.28
deposits

FBSL Interest expense on sub-debts 9.28 31.56 60.69 2.55

FBSL Management fees - - - (1.95)

FBSL Professional services 1.39 - - -

Lok Professional services - - 8.54 -

FBSL Receipt ~ towards  other - - 1.20 -
receivable

Closing balance of the transactions with related parties:

FBSL Other receivable - - - 1.18

Lok Deposit balance (savings and - - - 202.69
term deposit)

Rajeev Yadav Deposit balance (savings and 0.80 0.80 0.75 0.81
term deposit)

Keyur Doshi Deposit balance (savings and 0.22 0.18 0.33 0.13
term deposit)

Shefaly Kothari | Deposit balance (savings and 0.00 0.20 0.95 1.32
term deposit)

Relative of | Deposit balance (savings and 65.40 19.76 7.52 5.77

KMP term deposit)

Lok Interest expense payable on - - - 0.43
deposit balance (savings and
term deposit)

Rajeev Yadav Interest expense payable on - - - 0.03
deposit balance (savings and
term deposit)

Shefaly Kothari | Interest expense payable on - - - 0.02
deposit balance (savings and
term deposit)

Keyur Doshi Interest expense payable on - - - -
deposit balance (savings and
term deposit)

Relative of KMP | Interest expense payable on - - - 0.24
deposit balance (savings and
term deposit)

FBSL Sub-debt payable 6.90 186.90 288.40 750.00

FBSL Interest payable on Sub-debt 0.21 0.52 0.80 2.55

FBSL Current account balance 2.59 0.16 53.98 -

Lok Current account balance - 0.09 5.09 -

FBSL Other receivable - - - 1.18

Lok Deposit balance (savings and - 0.07 442.59 202.69
term deposit)

FBSL Deposit balance (savings and 631.58 - 448.56 373.63
term deposit)

Rajeev Yadav Deposit balance (savings and 1.20 2.45 4.38 0.83

term deposit)
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Keyur Doshi Deposit balance (savings and 2.32 2.96 10.20 0.44
term deposit)

Shefaly Kothari | Deposit balance (savings and 0.57 1.74 2.32 0.61
term deposit)

Relative of KMP | Deposit balance (savings and 79.42 26.41 55.46 13.22
term deposit)

Lok Interest expense payable on - - 2.59 0.43
deposit balance (savings and
term deposit)

FBSL Interest expense payable on - - 0.15 0.43
deposit balance (savings and
term deposit)

Rajeev Yadav Interest expense payable on 0.00 0.00 0.02 0.01
deposit balance (savings and
term deposit)

Keyur Doshi Interest expense payable on 0.00 0.00 0.01 0.00
deposit balance (savings and
term deposit)

Shefaly Kothari | Interest expense payable on 0.00 0.01 0.01 0.00
deposit balance (savings and
term deposit)

Relative of KMP | Interest expense payable on 0.42 0.04 0.30 0.16
deposit balance (savings and
term deposit)

FBSL Sub-debt payable 186.90 288.40 750.00 750.00

FBSL Interest on sub-debt payable 9.55 16.21 0.80 2.55

FBSL Current account balance 2.59 873.30 1,404.39 453.41

Lok Current account balance - 5.10 515.09 141.64

For further details, see “Financial Statements” on page 234

Details of all financing
arrangements whereby the
Promoter, members of the
Promoter Group, the directors
of our Promoter, our Directors
and their relatives have
financed the purchase by any
other person of securities of the
Bank other than in the normal
course of the business of the
financing entity during the
period of six  months
immediately preceding the date
of this Draft Red Herring
Prospectus

Our Promoter, the directors of our Promoter, our Directors and their relatives have not financed the
purchase by any other person of securities of our Bank other than in the normal course of the business of
the financing entity during the period of six months immediately preceding the date of this Draft Red
Herring Prospectus.

Weighted average price at
which the Equity Shares were
acquired by our Promoter
Selling Shareholder, in the last
one year

Name Number of Equity Shares acquired Weighted average price
of acquisition per Equity
Share”
(in%)
FBSL 115,659,712 Nil™

“As certified by Manian and Rao, Chartered Accountants, pursuant to the certificate dated May 8, 2021
“The Equtiy Shares were acquired pursuant to a bonus issue. For further details, see “Capital Structure” on page
on 68.

Average cost of acquisition of
Equity Shares of our Promoter
Selling Shareholder

The average cost of acquisition of Equity Shares of our Promoter Selling Shareholder is as follows:

Name Number of Equity Shares Average cost of acquisition per
Equity Share* (in %)

42.37

FBSL 173,489,568
*As certified by Manian and Rao, Chartered Accountants, pursuant to the certificate dated May 8, 2021

Size of the pre-IPO placement
and allottees, upon completion
of the placement

Our Bank may, in consultation with the Managers, consider a Pre-IPO Placement of such number of
Equity Shares aggregating up to 22,000 million. The Pre-1PO Placement, if undertaken, will be at a price
to be decided by our Bank, in consultation with the Managers, and the Pre-IPO Placement will be
completed prior to filing of the Red Herring Prospectus with the RoC. If the Pre-IPO Placement is
undertaken, the aggregate amount raised in the Pre-IPO Placement will be reduced from the Fresh Issue,
subject to the minimum Offer size constituting at least [®]% of the post-Offer paid-up equity share capital
of our Bank.

Any issuance of Equity Shares
in the last one year for
consideration other than cash

Our Bank has not issued any Equity Shares in the last one year from the date of this Draft Red Herring
Prospectus, for consideration other than cash.

Any split/ consolidation of
Equity Shares in the last one
year

Our Bank has not split or consolidated the face value of the Equity Shares in the last one year.
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CERTAIN CONVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA AND
CURRENCY OF PRESENTATION

Certain Conventions

All references in this Draft Red Herring Prospectus to “India” are to the Republic of India and all references to the “US”, “U.S.”
“USA” or “United States” are to the United States of America.

Unless stated otherwise, all references to page numbers in this Draft Red Herring Prospectus are to the page numbers of this
Draft Red Herring Prospectus.

Financial Data

Unless stated otherwise, the financial information in this Draft Red Herring Prospectus is derived from the Restated Financial
Statements, derived from the audited financial statements as at and for the nine month period ended December 31, 2020 and
for the financial years ended March 31, 2020, March 31, 2019 and March 31, 2018 prepared in accordance with the IGAAP,
and restated in accordance with Section 26 of Part | of Chapter Il of the Companies Act, SEBI ICDR Regulations and the
Guidance Note on “Reports in Company Prospectuses (Revised 2019)” issued by ICAL For further information, see “Financial
Statements” on page 234. Our Bank’s Financial Year commences on April 1 and ends on March 31 of the next year.
Accordingly, all references to a particular Financial Year, unless stated otherwise, are to the 12 month period ended on March
31 of that year.

There are significant differences between IGAAP, Ind AS, U.S. GAAP and IFRS. The Restated Financial Statements included
in this DRHP have been compiled by the management from the audited financial statements of our Bank as at and for the nine
month period ended December 31, 2020 and from the audited financial statements of our Bank as at and for the Fiscals 2020,
2019 and 2018, prepared by the Bank in accordance with the provisions of Section 29 of the Banking Regulation Act 1949,
accounting principles generally accepted in India including the Companies (Accounting Standard) Rules 2006 (as amended)
specified under Section 133 of the Companies Act, 2013 read with Rule 7 of the Companies (Accounts) Rules, 2014 in so far
as they apply to the Bank and circulars, guidelines and directions issued by Reserve Bank of India from time to time. Our Bank
has not attempted to explain those differences or quantify their impact on the financial data included in this Draft Red Herring
Prospectus and it is urged that you consult your own advisors regarding such differences and their impact on our Bank’s
financial data. For risks in this regard, see “Risk Factors - Significant differences exist between Indian GAAP and other
accounting principles, such as U.S. GAAP, which investors may be more familiar with and may consider material to their
assessment of our financial condition. ” on page 45. Accordingly, the degree to which the financial information included in this
Draft Red Herring Prospectus will provide meaningful information is entirely dependent on the reader’s level of familiarity
with Indian accounting policies and practices, the Companies Act and the SEBI ICDR Regulations. Any reliance by persons
not familiar with Indian accounting policies and practices on the financial disclosures presented in this Draft Red Herring
Prospectus should accordingly be limited. Our Bank does not provide reconciliation of its financial information to IFRS or U.S.
GAAP.

Unless the context otherwise indicates, any percentage amounts, as set forth in “Risk Factors”, “Our Business” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 20, 133 and 288
respectively, and elsewhere in this Draft Red Herring Prospectus have been calculated on the basis of the Restated Financial
Statements prepared in accordance with IGAAP and the Companies Act and restated in accordance with the SEBI ICDR
Regulations.

In this Draft Red Herring Prospectus, any discrepancies in any table between the total and the sums of the amounts listed are
due to rounding off. All figures in decimals have been rounded off to the second decimal and all the percentage figures have
been rounded off to two decimal places.

Non-GAAP Financial Measures

We have included certain non-GAAP financial measures and certain other statistical information relating to our operations and
financial performance (together, “Non-GAAP Financial Measures” and each, a “Non-GAAP Financial Measure”) in this
Draft Red Herring Prospectus. These Non-GAAP Financial Measures are not required by or presented in accordance with
IGAAP. We compute and disclose such Non-GAAP Financial Measures and such other statistical information relating to our
operations and financial performance as we consider such information to be useful measures of our business and financial
performance, and because such measures are frequently used by securities analysts, investors and others to evaluate the
operational performance of financial services businesses, many of which provide such Non-GAAP Financial Measures and
other statistical and operational information when reporting their financial results. However, note that these Non-GAAP
Financial Measures and other statistical information relating to our operations and financial performance may not be computed
on the basis of any standard methodology that is applicable across the industry and therefore, may not be comparable to financial
measures and statistical information of similar nomenclature that may be computed and presented by other small finance banks
or financial services companies. See also “Risk Factors —In this Draft Red Herring Prospectus, we have included certain non-
GAAP financial measures and certain other selected statistical information related to our operations and financial
performance. These non-GAAP measures and statistical information may vary from any standard methodology that is
applicable across the financial services industry, and therefore may not be comparable with financial or statistical information
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of similar nomenclature computed and presented by other financial services companies. ” on page 46.

Currency and Units of Presentation

All references to:

) “Rupees” or “X” or “INR” or “Rs.” are to Indian Rupee, the official currency of the Republic of India; and
. “USD” or “US$” or “$” are to United States Dollar, the official currency of the United States of America.

Our Bank has presented certain numerical information in this Draft Red Herring Prospectus in “lakh”, “million” and “crores”
units or in whole numbers where the numbers have been too small to represent in such units. One million represents 1,000,000,
one billion represents 1,000,000,000 and one trillion represents 1,000,000,000,000. One lakh represents 100,000 and one crore
represents 10,000,000.

Figures sourced from third-party industry sources may be expressed in denominations other than millions or may be rounded
off to other than two decimal points in the respective sources, and such figures have been expressed in this Draft Red Herring
Prospectus in such denominations or rounded-off to such number of decimal points as provided in such respective sources.

Exchange Rates

This Draft Red Herring Prospectus contains conversion of certain other currency amounts into Indian Rupees that have been
presented solely to comply with the SEBI ICDR Regulations. These conversions should not be construed as a representation
that these currency amounts could have been, or can be converted into Indian Rupees, at any particular rate or at all.

The following table sets forth, for the periods indicated, information with respect to the exchange rate between the Rupee and
USD (in Rupees per USD):

Currency As at

March 31, 2021 December 31, 2020 March 31, 2020 March 31, 2019* March 31, 2018**
1USD 73.50 73.05 75.39 69.17 65.04

Source: RBI reference rate and www.fbil.org.in

*  Exchange rate as on March 29, 2019, as March 30, 2019 being Saturday and March 31, 2019 being a Sunday.

**  Exchange rate as on March 28, 2018, as March 29, 2018 and March 30, 2018 being public holidays and March 31, 2018 being a Saturday.

Industry and Market Data

Unless otherwise indicated, industry and market data used throughout this Draft Red Herring Prospectus has been obtained or
derived from the report titled Analysis of small finances banks and various retail loan products’ issued in March 2021 by
CRISIL Research, a division of CRISIL Limited, which has been commissioned by our Bank, and which is subject to the
following disclaimer:

“CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this report (Report)
based on the Information obtained by CRISIL from sources which it considers reliable (Data). However, CRISIL does not
guarantee the accuracy, adequacy or completeness of the Data / Report and is not responsible for any errors or omissions or
for the results obtained from the use of Data / Report. This Report is not a recommendation to invest / disinvest in any entity
covered in the Report and no part of this Report should be construed as an expert advice or investment advice or any form of
investment banking within the meaning of any law or regulation. CRISIL especially states that it has no liability whatsoever to
the subscribers / users / transmitters/ distributors of this Report. Without limiting the generality of the foregoing, nothing in the
Report is to be construed as CRISIL providing or intending to provide any services in jurisdictions where CRISIL does not have
the necessary permission and/or registration to carry out its business activities in this regard. Fincare Small Finance Bank
Limited will be responsible for ensuring compliances and consequences of non-compliances for use of the Report or part thereof
outside India. CRISIL Research operates independently of, and does not have access to information obtained by CRISIL’s
Ratings Division / CRISIL Risk and Infrastructure Solutions Ltd (CRIS), which may, in their regular operations, obtain
information of a confidential nature. The views expressed in this Report are that of CRISIL Research and not of CRISIL’s
Ratings Division / CRIS. No part of this Report may be published/reproduced in any form without CRISIL’s prior written
approval.”

For risks in this regard, see “Risk Factors - We have commissioned the CRISIL Report from CRISIL Research, which have been
used for industry related data in this Draft Red Herring Prospectus and such data has not been independently verified by us.”
on page 45.

The extent to which the market and industry data used in this Draft Red Herring Prospectus is meaningful depends on the
reader’s familiarity with and understanding of the methodologies used in compiling such data. There are no standard data
gathering methodologies in the industry in which the business of our Bank is conducted, and methodologies and assumptions
may vary widely among different industry sources.
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Accordingly, no investment decision should be made solely on the basis of such information. Such data involves risks,
uncertainties and numerous assumptions and is subject to change based on various factors, including those disclosed in “Risk
Factors” on page 20.

In accordance with the SEBI ICDR Regulations, “Basis for the Offer Price” on page 90 includes information relating to our
peer group companies. Such information has been derived from publicly available sources, and neither we, nor the Managers
or any of their affiliates have independently verified such information. Accordingly, no investment decision should be made
solely on the basis of such information.
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FORWARD-LOOKING STATEMENTS

This Draft Red Herring Prospectus contains certain “forward-looking statements”. All statements contained in this Draft Red
Herring Prospectus that are not statements of historical fact constitute “forward-looking statements”. All statements regarding
our expected financial condition and results of operations, business, plans and prospects are “forward-looking statements”.

EEINT3

These forward-looking statements generally can be identified by words or phrases such as “aim”, “anticipate”, “believe”,
“continue”, “can”, “could”, “expect”, “estimate”, “intend”, “likely to”, “seek to”, “shall”, “objective”, “plan”, “project”, “will”,
“will continue”, “will pursue” or other words or phrases of similar import. Similarly, statements that describe our strategies,

objectives, plans or goals are also forward-looking statements.

All forward-looking statements whether made by us or any third parties in this Draft Red Herring Prospectus are based on our
current plans, estimates, presumptions and expectations and are subject to risks, uncertainties and assumptions about us that
could cause actual results to differ materially from those contemplated by the relevant forward-looking statement, including but
not limited to, regulatory changes pertaining to the banking industry and our ability to respond to them, our ability to
successfully implement our strategy, our growth and expansion, technological changes, our exposure to market risks, general
economic and political conditions which have an impact on our business activities or investments, the monetary and fiscal
policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other
rates or prices, the performance of the financial markets in India and globally, changes in domestic laws, regulations and taxes
and changes in our competitive landscape. Important factors that could cause actual results to differ materially from our
expectations include, but are not limited to, the following:

. Continuing impact of COVID-19;

. Our limited operating history and inability to compete successfully in our newer product categories;

. Our inability to manage the growth associated with our expansion;

o Dependence on our microfinance business;

. Concentration of a substantial portion of our banking outlets in and significant portion of our advanced originating

from four states;

. Significant portion of our loan portfolio originating in rural areas;

. Threat of fraud and cyber-attacks targeted at disrupting our services;

. Vulnerability of our business to interest rate and investment-related risks;

. Risks associated with our large number of banking outlets and extensive network and our reliance on third-party

service providers including business correspondents; and

. Reliance on deposits as a low-cost means of funding and inability to source enough deposits or alternative funding to
support our business

For further discussion of factors that could cause the actual results to differ from the expectations, see “Risk Factors”, “Our
Business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 20, 1333
and 288 respectively. By their nature, certain market risk disclosures are only estimates and could be materially different from
what actually occurs in the future. As a result, actual future gains or losses could materially differ from those that have been
estimated and are not a guarantee of future performance.

Forward-looking statements reflect current views as of the date of this Draft Red Herring Prospectus and are not a guarantee of
future performance. There can be no assurance to investors that the expectations reflected in these forward-looking statements
will prove to be correct. Given these uncertainties, investors are cautioned not to place undue reliance on such forward-looking
statements and not to regard such statements to be a guarantee of our future performance.

These forward-looking statements are based on our management’s belief and assumptions, which in turn are based on currently
available information. Although we believe the assumptions upon which these forward looking statements are based on are
reasonable, any of these assumptions could prove to be inaccurate and the forward looking statements based on these
assumptions could be incorrect. Given these uncertainties, investors are cautioned not to place undue reliance on such forward-
looking statements and not to regard such statements as a guarantee of future performance.

Neither our Bank, our Promoter, our Directors, the Managers nor any of their respective affiliates have any obligation to update

or otherwise revise any statements reflecting circumstances arising after the date hereof or to reflect the occurrence of

underlying events, even if the underlying assumptions do not come to fruition. In accordance with the requirements of SEBI,

our Bank shall ensure that investors in India are informed of material developments from the date of the Red Herring Prospectus

until the date of Allotment. In accordance with the requirements of SEBI, the Promoter Selling Shareholder shall ensure that

investors in India are informed of material developments relating to the Promoter Selling Shareholder and the Offered Shares
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and undertakings confirmed or undertaken by our Promoter Selling Shareholder and the Offered Shares in the Red Herring
Prospectus, from the date thereof until the date of Allotment.
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SECTION II: RISK FACTORS

An investment in the Equity Shares involves a high degree of risk. You should carefully consider all the information set forth in
this Draft Red Herring Prospectus, including the risks and uncertainties described below, before making an investment in the
Equity Shares. You should read this section together with "Industry Overview", "Our Business", "Selected Statistical
Information”, "Key Regulations and Policies", "Management's Discussion and Analysis of Financial Condition and Results of
Operations" and "Financial Statements" on pages 101, 133, 214, 165, 288 and 234, respectively, as well as the annexures and
notes to the Restated Financial Statements, and other financial, operational and statistical information included elsewhere in
this Draft Red Herring Prospectus. You should consult your tax, financial and legal advisors about the particular consequences
to you of an investment in the Equity Shares.

The Restated Financial Statements have been derived from audited financial statements prepared in accordance with Indian
GAAP as applicable to banks in India and restated in accordance with the SEBI Requirements. Indian GAAP differs in certain
material respects from Ind AS, U.S. GAAP and IFRS. See "Risk Factors — Significant differences exist between Indian GAAP
and other accounting principles, such as Ind AS, U.S. GAAP and IFRS, which investors may be more familiar with and may
consider material to their assessment of our financial condition" on page 45.

The risks and uncertainties described below are not the only risks relevant to us, our Equity Shares or the industry, segments
and markets in which we currently operate. Additional risks and uncertainties not presently known to us or that we currently
believe to be immaterial may also materially adversely affect our business, prospects, financial condition, results of operations
and cash flows. If any or some combination of the following risks, or other risks that we do not currently know about or believe
to be material, actually occur, our business, financial condition, results of operations and cash flows could suffer, the trading
price of, and the value of your investment in, our Equity Shares could decline, and you may lose all or part of your investment.
To the extent the COVID-19 pandemic adversely affects our business and financial results, it may also have the effect of
heightening many of the other risks described in this section. In making an investment decision, you must rely on your own
examination of us and the terms of this Offer, including the merits and risks involved. The financial and other related
implications of the risk factors, wherever quantifiable, have been disclosed in the risk factors mentioned below. However,
there are certain risk factors where the financial impact is not quantifiable and, therefore, cannot be disclosed in such risk
factors.

You should pay particular attention to the fact that we are incorporated under the laws of India and are subject to a legal and
regulatory environment, which may differ in certain respects from that of other countries. This Draft Red Herring Prospectus
also contains forward-looking statements that involve risks and uncertainties. Our actual results could differ materially from
those anticipated in these forward-looking statements as a result of certain factors, including the considerations described
below and elsewhere in this Draft Red Herring Prospectus. For details, see "Forward-Looking Statements" on page 18.

References herein to "we", "our" and "us" are to Fincare Small Finance Bank Limited, including, as the context may require,
(i) the microfinance business of Disha Microfinance Private Limited, including, as the context may prior to its conversion from
an NBFC-MFI to an SFB, and (ii) the microfinance business that was acquired by Disha Microfinance Private Limited from
FFSPL.

Unless otherwise indicated, industry and market data used in this section has been derived from industry publications and other
publicly available information, including, in particular, the CRISIL Report prepared and issued by CRISIL Limited
commissioned by us. Unless otherwise indicated, all financial, operational, industry and other related information derived from
the CRISIL Report and included herein with respect to any particular year refers to such information for the relevant calendar
year.

INTERNAL RISK FACTORS
Risks Relating to our Business

1. The continuing impacts of COVID-19, or the impact of outbreaks of any other severe communicable disease
are highly unpredictable, could be significant and may adversely affect our business, operations and future
financial performance.

In late 2019, the outbreak of COVID-19 spread globally and on March 11, 2020 it was declared as a global pandemic
by the World Health Organization. Governments and municipalities around the world instituted measures in an effort
to control the spread of COVID-19, including quarantines, shelter-in-place orders, school closings, travel restrictions,
closure of non-essential businesses and restrictions on essential businesses. By the end of March 2020, the
macroeconomic impacts became significant, exhibited by, among other things, a rise in unemployment, reduction in
discretionary spending and market volatility.

The Government of India initiated a nationwide lockdown from March 25, 2020 for three weeks which was extended
to May 31, 2020. In compliance with the lockdown orders announced by the Indian Government, as applicable to
banks that were declared essential services, we temporarily closed certain of our banking outlets and initiated remote
working for some of our employees.
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Further, since the onset of COVID-19, a few of our employees have been tested positive for the virus, resulting in the
temporary closure of certain banking outlets to carry out sanitation and fumigation works. We incurred additional costs
linked to upgradation of our IT systems to enable employees to work from home, social distancing measures and
sanitization at our banking outlets, additional allowances, reimbursement of medical costs of employees and their
families, additional insurance coverage, support in case of hospitalization and access to a doctor on call for our
employees. Additionally, many of our customers' and service providers' operations were hampered. As a result, we
experienced an increased concentration of disbursements in specific states, decline in collections, reduced
disbursements and deposit mobilization, and increased provisioning due to the impact of COVID-19 and various
regulatory measures in response to COVID-19, including moratoriums availed by customers. The impact of the
pandemic on our business, operations and future financial performance have included and may include the following:

We have experienced and may continue to experience a decline in collection efficiencies as a significant
portion of our collections are cash-based and involve physical presence of our employees and collection
executives, which was not possible due to the nationwide lockdown and travel restrictions that have been
imposed. This decline in collections could persist through and beyond the current fiscal year.

There has been and there may continue to be lower disbursements due to reduced economic activity. As a
result, related revenue generation from processing fees and documentation charges, has and may continue to
lower. For the nine months ended December 31, 2020, our Gross Loan Portfolio increased only 3.85% in
comparison with the fiscal year ended March 31, 2020 and we have disbursed loans of % 27,823 million in
this period.

Our customers may default on loan and other payments or other commitments. Our delinquency ratios may
increase, and our asset quality may deteriorate.

Pursuant to the RBI's directions by way of, among other things, the circular dated May 23, 2020, we granted
moratorium on payment of instalments falling due between March 1, 2020 and August 31, 2020 (the
"Moratorium Period") to all eligible borrowers who requested for moratorium and/or as per our policy. The
RBI also clarified that for all standard accounts as on February 29, 2020 moratorium period will be excluded
from days past-due ("DPD") calculation for the purpose of asset classification under the IRAC norms. As of
December 31, 2020, we had provisions amounting to % 2,143.76 million for loans which includes provision
for increased risk of deterioration of our loan portfolio on account of macroeconomic factors caused by the
COVID-19 pandemic. The provision for the impact of COVID-19 has been determined by our management
based on estimates using information available as of the reporting date. Given the unique nature and scale of
the economic impact of this pandemic and given the timing of some provisions close to the end of the year,
the provision is based on various variables and assumptions, which could result in actual credit loss being
different than that being estimated. The full extent of the impact of the COVID-19 pandemic on our operations
and financial metrics (including its impact on our provision for our loan portfolio) will depend on future
developments, including governmental and regulatory measures and our responses thereto which are
uncertain at this time. Providing a moratorium to borrowers at a mass scale based on the RBI directives by
itself does not result in a significant increase in credit risk for such borrowers, however, we will need to
closely monitor the credit performance and repayment behavior of our customers as a result of this pandemic
and, in the event that the impact of the pandemic is more severe or prolonged than anticipated, this will have
a corresponding impact on the carrying value of our financial assets.

Further, the RBI has also allowed a one-time restructuring of loans impacted by COVID-19 to help lenders
and customers reschedule repayment of instalments based on customers' present income and restoration of
income in subsequent months. The restructuring under this guidance will limit the potential increase in NPAs
out of restructured loan accounts. These restructured accounts might become NPAs if customers fail to make
payments as per the restructured schedule. We are extending the facility of restructuring of loans to customers
at their request.

The RBI has put into effect a variety of measures to support banks (including SFBs) and NBFCs after the
COVID-19 pandemic. These include, among other things, the circulars dated August 6, 2020 in relation to
the resolution framework for (a) general loans and (b) MSME loans. The administration of the resolution
process has been delegated to our Credit Committee and the business heads (at the field level). We cannot
assure you that such measures will result in the timely mitigation of the impact of the COVID-19 pandemic
on our business and operations.

The Supreme Court of India passed an interim order in September 2020 in a public interest litigation, whereby
it directed that accounts where moratorium was given and accounts that were not declared NPA until August
31, 2020 must not be declared as NPA until further orders. Based on this interim order, we did not classify
eligible accounts as NPAs. We made a contingency provision for borrower accounts not classified as non-
performing and included this provision in our COVID-19 related provisions. Accordingly, as at December
31, 2021, we held an aggregate COVID-19 related provision of ¥ 950.80 million (included in our general
provision for standard assets). On March 23, 2021, the Supreme Court vacated its earlier order on NPA
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accounts. We accordingly classified our borrower accounts as per the IRAC norms with effect from
September 1, 2020 and utilized the above COVID-19 related provision towards provision on these accounts.
Further, by way of the circular dated April 7, 2021 on Asset Classification and Income Recognition following
the expiry of Covid-19 regulatory package’, RBI has advised that all lending institutions are required put in
place a board-approved policy to refund/ adjust the ‘interest on interest’ charged to the borrowers during the
moratorium period, i.e. March 1, 2020 to August 31, 2020 in conformity with the above judgement. The
above reliefs shall be applicable to all borrowers, including those who had availed of working capital facilities
during the moratorium period, irrespective of whether moratorium had been fully or partially availed, or not
availed. Further, lending institutions shall disclose the aggregate amount to be refunded/adjusted in respect
of their borrowers based on the above reliefs in their financial statements for the year ending March 31, 2021.
Any further orders of the Supreme Court or any directive from the RBI in this matter may also impact our
financial condition and results of operations. There is no assurance that the payments due on such loans will
be made. We may be required to recognize higher loan loss provisions in future periods, on account of the
uncertainty in the external environment due to COVID-19, which may adversely impact our asset quality and
profitability in future periods.

We may witness adverse impacts to our interest income, profitability and growth rates — particularly if
operating expenses do not decrease at the same pace as any potential revenue decline. Many of our expenses
are less variable in nature and may not correlate to changes in revenues, such as depreciation, employee
benefit expenses, IT infrastructure costs and other costs associated with operating and maintaining our
banking outlets.

We have amended our internal processes, controls and policies dealing with collections and recoveries in
light of the COVID-19 pandemic. These measures include conducting enhanced analysis of our microloan
portfolio, enhanced data analysis of data available from credit bureaus, adding additional staff at our banking
outlets, creating a collections team, telecalling, conducting enhanced checks with internal audits, running a
risk model to understand losses, counselling clients and giving moratorium to clients, among other things.
We cannot assure you that such measures will assist in the timely mitigation of the impact of the COVID-19
pandemic on our business and operations.

Reduction in policy rates may be passed on to customers, however, there may not be a corresponding
reduction in borrowing costs in-line with the reduction in policy rates.

Large-scale furloughs, terminations or reductions in salaries among our borrowers may lead to defaults by
our borrowers.

An overall deterioration in the economy may also lead to a reduction in the value of collateral provided for
our loans, leading to higher than anticipated losses on default. Further, as our unsecured loan portfolio is not
supported by any collateral, in the event of non-payment by borrowers under these loans, we may be unable
to collect the unpaid balance.

During periods of uncertainty, people tend to avoid higher risk assets and shift to safer ones such as bank
deposits. Further, depositors may also shift to larger banks that are considered safer, better capitalized and
better able to withstand economic shock. This results in a tightening of liquidity in smaller Indian banks
during periods of uncertainty. The RBI has undertaken measures to support liquidity (such as the reduction
of the repo rate, cash reserve ratio and liquidity ratio). There is no guarantee that we and the Indian banking
industry in general, notwithstanding measures taken by the RBI, will be able to maintain sufficient liquidity
given the uncertain scope and duration of the COVID-19 outbreak. The banking system presently has
significant excess liquidity which is placed with the RBI through the reverse repo window. Any decision by
the RBI to either reduce the reverse repo rates further or curtail reverse repo amounts can cause a loss of
return to banks.

Should there be arise in infections in the future, the Government of India and local governments may impose
lockdowns and/or other restrictions that hamper economic activity and impact our business and financial
results.

The scope, duration and frequency of such measures and the adverse effects of COVID-19 remain uncertain and are
likely to be severe. In addition, while the Government of India in coordination with state governments started the bulk
immunization process or vaccination drive on January 16, 2021, achieving a complete vaccination scale may take
significant amount of time. There is also no assurance that the vaccines that are developed will be fully effective and/
or may not have side effects. Further, the outbreak, or threatened outbreak, of any severe communicable disease or
pandemic, as seen in the recent outbreak and aftermath of COVID-19, could materially adversely affect overall
business sentiment and environment across industries. Further, in recent months, there has been a substantial increase
in the number of COVID-19 cases in India, which have led to additional lockdowns and movement restrictions.
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In addition, our revenue and profitability could be impacted to the extent that a natural disaster, health epidemic or
other outbreak harms the Indian and global economy in general.

As a result of our limited operating history, we may not be able to compete successfully in our newer product
categories and it may be difficult to evaluate our business and future operating results on the basis of our past
performance.

We have 14 years of experience in microfinance, having begun microfinance operations in 2007 via FFSPL, which we
acquired in 2016. On May 12, 2017, the RBI granted us a license to carry on small finance banking in terms of Section
22 (1) of the Banking Regulation Act, 1949. We began operations as an SFB on July 21, 2017. For further details
about our history, see "History and Certain Corporate Matters" on page 177.

Prior to commencing operations as an SFB, our primary offering was microloans. Our limited track record in our
newer loan products, such as loans against property, loans against gold, institutional finance, two-wheeler loans,
affordable housing loans and overdraft as well as on the deposit side, such as savings accounts, current accounts,
Fincare-101 digital savings accounts, fixed deposits including retail term deposits and bulk term deposits, recurring
deposits and their variants, exposes us to risks that more experienced competitors may not face. For the newer loan
products, we do not have a long track record of credit underwriting for some of these segments, nor an extensive data
set to analyze repayment patterns, and hence our credit underwriting models may prove to be less effective as compared
to competitors who have been in similar businesses for a longer period. Moreover, we may not be as experienced
originating these loans as some older competitors may be, and so we may not be successful in competing against them
for new customers. On the deposit side, we are not as experienced in sourcing deposits as most universal banks in
India, many of whom have been deposit-taking for decades. Accordingly, we cannot guarantee that we will effectively
grow our deposit base. Also, we may need to offer higher interest rates on deposits than our older competitors. If we
are not able to successfully compete in newer business segments, our credit quality may suffer, we may not be able to
diversify our loan portfolio, and we may not be able to lower our cost of funds, any of which may materially and
adversely affect our business, financial condition, results of operations, cash flows and prospects.

Moreover, as a result of our relatively shorter operating history, there is limited historical financial and operating
information available to help prospective investors evaluate our past performance with respect to banking activities.
The limited historical data that is available may not be indicative of our financial position or results of operations for
any future periods as a small finance bank. Our results and amounts set forth in our financial statements may not
provide a reliable indication of our future performance. Accordingly, you should evaluate our business and prospects
considering the risks, uncertainties and difficulties frequently encountered by both high growth companies and banking
groups that are in the early stages of development. Our failure to mitigate these risks and uncertainties successfully
may materially adversely affect our business, financial condition, results of operations, cash flows and prospects.

If we are unable to effectively manage the growth associated with our expansion, our financial, accounting,
administrative and technology infrastructure, as well as our business and reputation could be adversely
affected.

We have experienced continued growth over the past few years on account of our transformation to a small finance
bank and the corresponding expansion of our banking business. As of December 31, 2018, we had 532 banking outlets
servicing approximately 1.4 million customers while as of December 31, 2020, we had expanded to 747 banking
outlets servicing approximately 2.7 million customers. As part of this growth, we have significantly expanded our
network of banking outlets (including those operated by our business correspondents), and accordingly many of the
banking outlets are yet to attain full maturity. As of December 31, 2020, we had an average Gross Loan Portfolio of
X 74.26 million per outlet and an average Gross Loan Portfolio of ¥ 105.07 million (excluding BC outlets). We may
not be able to materially increase the average Gross Loan Portfolio of our banking outlets.

As we plan to expand our geographic footprint in India, our business may be exposed to additional challenges,
including obtaining additional governmental or regulatory approvals, identifying geographies and setting up banking
outlets, identifying and collaborating with business correspondents, successfully marketing our products and attracting
customers in markets in which we have no familiarity, technology costs, upgrading, expanding and securing our
technology platform in new banking outlets, operational risks including integration of internal controls and procedures,
recruiting, training and retaining skilled personnel, and integrating new banking outlets with our existing network. To
address these challenges, we may have to make investments that may not yield desired results or incur costs that we
may not be able to recover. Expansion into new geographic regions in India may also be difficult due to existing
competition and regional challenges associated with different geographies, and we may not be able to expand into new
regions profitably or expand at all.

Our strategy includes continuing to grow the number and reach of our banking outlets, which may constrain our capital
resources and test our asset quality management framework. We will need to enhance and improve our financial,
accounting, information technology, administrative and operational infrastructure and internal capabilities in order to
manage the future growth of our business. We may not be able to implement the necessary improvements in a timely
manner, or at all, and we may encounter deficiencies in existing systems and controls. We may also be constrained by
the requirement that at least 25% of our total banking outlets are required to be located in unbanked rural areas. To
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help meet this requirement, part of our plan is to use business correspondents to expand in regions experiencing socio-
economic challenges, which may be more cost-intensive than expanding in other regions. Further, as we rely on third
parties to expand some of our banking outlet network, we are dependent on these third parties for the operations of
these banking outlets, which may expose us to reputational, operational and compliance related risks. For further
details, see " - We may face risks associated with our large number of banking outlets and extensive network and our
reliance on third-party business correspondents operating banking outlets, which may materially adversely affectour
business, financial condition, results of operations, cash flows and prospects."

As an SFB, we have introduced several new products and services in addition to our microloan offerings. For further
details of our proposed products and services, see "Our Business — Our Banking Operations" on page 142. We may
incur substantial costs to expand our range of products and services and we cannot assure you that such products and
services will be successful once offered, due to factors within or outside of our control, such as general economic
conditions, failure to understand customer demand and market requirements or management focus on these new
offerings. While expanding our range of products and services, we ensure compliance with all applicable RBI
regulations such as on priority sector lending. Further, we will require approval from regulatory authorities before
offering certain products and services. If we fail to obtain such approvals, or to develop and launch such products and
services successfully, we may lose a part or all of the costs incurred in the development and promotion of such
offerings, or discontinue these offerings, which could in turn materially adversely affect our business, financial
condition, results of operations, cash flows and prospects.

In case of our inability to manage our future expansion successfully, our ability to provide products and services to
our customers could be adversely affected, which may materially and adversely affect our business, financial condition,
results of operations, cash flows and prospects.

We significantly depend on our microloan business, which has its own unique risks and, as a result, we may
experience increased levels of non-performing loans and related provisions and write-offs that materially
adversely affect our business, financial condition, results of operations, cash flows and prospects.

Our Gross Loan Portfolio consists primarily of microloans, comprising 79.50% of our Gross Loan Portfolio as of
December 31, 2020. Given the high proportion of microloans, negative events that affect our microloan portfolio will
have an adverse impact on our overall business and performance. Our microloan customers typically are women from
low income households in rural India, with limited sources of income, savings and credit histories supported by tax
returns and statements of previous loan exposures which are generally unsecured. Many microloan borrowers are new
to credit, with approximately 40% of our customers as of December 31, 2020 being first-time borrowers. Further, some
of these borrowers may have availed loans from multiple sources including other microloan providers. Moreover, low
income borrowers generally are less financially resilient than larger corporate borrowers, and, as a result, they may be
disproportionately affected by economic conditions or socio-political unrest. Also, we may not always receive timely
updates regarding changes in the financial condition of our customers or may receive inaccurate or incomplete
information, as a result of any misrepresentation by either customers or employees. In addition, microloans are at
higher credit risk than secured loans because they are generally not supported by collateral that may help ensure an
adequate source of repayment of the loan. Our Gross NPAs of microloans totaled % 137.05 million, ¥ 282.96 million,
% 270.77 million and % 1,363.14 million as of March 31, 2018, 2019 and 2020 and December 31, 2020, respectively.
In the event of default, we may be unable to collect part or all of the amount lent to a customer.

Currently, our entire microloan portfolio consists of joint liability group loans. Our joint liability group lending
products are built on the joint-liability loan model, wherein borrowers form a group and provide mutual guarantee for
loans obtained by each other without requiring collateral or security on an individual basis. Though members of a joint
liability group are inter-dependent, there can be no assurance that such joint liability arrangements will ensure full or
partial repayment by the other members of the joint liability group in the event of default by any one of them. These
arrangements are likely to fail if there is no meaningful personal relationship among members of such group, if
inadequate risk management procedures have been employed to verify the group members and their ability to repay
such loans, or as a result of adverse external factors such as natural calamities or forced migration.

The Indian microfinance industry has experienced adverse market conditions in the past due to external factors such
as decisions by central and state governments with respect to loan waivers, disruptions in business activities on account
of caste or religion, among other things, and migration of people on account of changes in local employment
conditions. Specific events that significantly affected the Indian microfinance industry in the past include national
farm loan waivers in 2008, the Andhra Pradesh bill in 2010, Andhra Pradesh farm loan waivers in 2014,
demonetization in 2016, farm loan waivers in some states in 2017 and 2018 and the COVID-19 pandemic in 2020 and
2021.

Although we have adopted risk management policies and procedures, we cannot assure you that these policies and
procedures will adequately address unidentified or unanticipated consequences or that additional risk management
policies for individual borrowers will not be required. Failure to maintain sufficient credit assessment policies,
particularly for individual borrowers, may adversely affect our credit portfolio, which may have a material adverse
effect on our business, financial condition, results of operations, cash flows and prospects. As a result of the foregoing
factors, customers of our microloan operations pose a higher risk of default than borrowers with better financial
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resources and more established credit histories and borrowers living in urban areas with access to better education,
employment opportunities, and social services. In addition, as our microloans are not generally backed by collateral,
they may pose a higher degree of risk than loans secured with physical collateral.

A substantial portion of our banking outlets are located in and a significant portion of our advances originated
from four states, making us vulnerable to risks associated with having geographically concentrated operations.

A substantial number of our banking outlets and a significant portion of our advances are in the states of Tamil Nadu,
Gujarat, Karnataka and Madhya Pradesh. Further, 109 districts across these four states accounted for 73% of our Gross
Loan Portfolio as of December 31, 2020. During the nine months ended December 31, 2020, 45% of our disbursements
were from Tamil Nadu and Gujarat. Due to this concentration, the success and profitability of our overall operations
may be exposed to regional factors. These regional factors include, among others: (i) the growth in population, income
and savings levels, (ii) increased competition as more players enter these geographies, (iii) financial health of
borrowers in these areas, and the risk of their over-indebtedness, (iv) changes to local laws and regulations (such as in
the state of Andhra Pradesh in 2010), (v) public perception around the products and services that we provide, in
particular around microloans (such as the change in public perception that occurred at the time of the introduction of
the Andhra Pradesh bill in 2010), (vi) influx or efflux of migrant populations and (vii) other developments including
political unrest, disruption or sustained economic downturn in these regions, floods and other natural calamities.
Adverse developments in any of the above factors would affect us more than they might affect banks with greater
geographic diversity. Any one of these events may require us to close banking outlets, temporarily shut down
operations, or lower lending levels, and may result in a material adverse change in our business, financial condition,
results of operations and cash flows. The following table sets forth a breakdown of our banking outlets, gross loan
portfolio and total advances in the States of Tamil Nadu, Gujarat, Karnataka and Madhya Pradesh in terms of the
percentage of our entire network, as of December 31, 2020:

Particulars Banking outlets Gross Loan Portfolio Deposits
Number % of total T millions % of total < millions | % of total
State
Tamil Nadu...... 109 15% 14,382 26% 6,803 13%
Gujarat............. 92 12% 11,503 21% 7,491 14%
Karnataka ........ 80 11% 9,127 16% 5,815 11%
Madhya Pradesh 63 8% 5,581 10% 1,068 2%
Total of top four.....cccoevveiiceiiieee 344 46% 40,594 73% 21,177 40%
Total................ 747 100% 55,476 100% 52,766 100%

For the nine months ended December 31, 2020, our top four states accounted for 46% of our banking outlets, 73% of
our gross loan portfolio and 40% of our total deposits.

The following tables set forth a breakdown of our top five districts in terms of banking outlets, gross loans and total
deposits:

Particulars Banking outlets
Number % of total
District
East Godavari 48 6%
Warangal 42 6%
Guntur 40 5%
Mehboob Nagar 32 4%
Nalgonda 28 4%
Total of top five 190 25%
Particulars Gross Loans
% millions % of total
District
Dohad 2,215 4%
Vellore 2,069 4%
Bangalore 1,548 3%
Banswara 1,501 3%
Panch Mahals 1,416 3%
Total of top five 8,749 16%
Particulars Deposits
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Particulars Gross Loans
% millions % of total

T millions % of total
District
Bangalore 4,712 9%
Ernakulam 4,136 8%
New Delhi 3,401 6%
Ahmedabad 2,517 5%
Gurgaon 2,516 5%
Total of top five 17,282 33%

As on December 31, 2020, our largest banking outlet (located at Kochi in Kerala) and second largest banking outlet
(located at Kozhikode in Kerala) in terms of total deposits account for 8% and 4% of our total deposits, respectively.
Our largest banking outlet (located at Sarjapur-Bengaluru in Karnataka) and second largest banking outlet (located at
Lucknow in Uttar Pradesh) in terms of Gross Loan Portfolio account for 2% and 1% of Gross Loan Portfolio,
respectively. Our ten largest banking outlets accounted for 35% of our total deposits and 9% of our total Gross Loan
Portfolio. Accordingly, any downturn in the performance of either of these banking outlets may result in a material
adverse change in our business, financial condition, results of operations and cash flows.

A significant portion of our loan portfolio was originated in rural areas, exposing us to risks associated with
rural economies.

Many of our microloan customers are located in rural areas across India, and as of December 31, 2020, 92% of our
loan portfolio comprised rural borrowers. Such rural borrowers are dependent on the performance of their local
economies, which are largely tied to the agricultural, agri-allied and petty trade sectors. Further, the agricultural
industry in India depends on the vagaries of weather, and in particular the success of the monsoon. Any drastic changes
in weather, drought, excessive rains or floods can lead to weakness in the agricultural industry and, consequently, the
ability of our borrowers to repay their loans. Moreover, in the past, high debt among farmers combined with political
and socio-economic factors have led a number of states, including Madhya Pradesh, to declare farm debt waivers.
Such waivers may lead to a deterioration of credit discipline, as some borrowers in other states may stop repaying their
loans in hope of obtaining similar relief.

Any weakness in local economies may lead to an increase in NPAs and credit costs, which may be exacerbated by the
fact that all our microloans as of December 31, 2020, are unsecured, which may materially and adversely affect our
business, financial condition, results of operations, cash flows and prospects.

Moreover, rural areas tend to have more limited infrastructure than more developed areas, particularly with regard to
transportation, electricity, internet bandwidth and security. We may face difficulties in conducting operations in such
areas, or our cost of operations in such areas may be higher. We may not assure you that such costs will not increase
in the future, which may materially and adversely affect our business, financial condition, results of operations, cash
flows and prospects.

We face the threat of fraud and cyber-attacks targeted at disrupting our services, such as hacking, phishing
and trojans, and/or theft of sensitive internal data or customer information. This may cause damage to our
reputation and adversely impact our business, financial condition, results of operations, cash flows and
prospects.

As a digitally-oriented bank, we may be exposed to frauds, errors, hacking and system failures, and our systemic or
operational controls may not be sufficient to prevent these. Our tablet, mobile and internet-based customer applications
and interfaces may be exposed to being hacked or compromised by third parties, resulting in thefts and losses to our
customers and us. In addition, our systems feature real-time integration with third parties for e-KYC applications and
credit checks, which may get disrupted by hacking or other system failures. Although we have implemented steps to
address gaps previously identified in our data protection cyber security framework, some cyber threats from third
parties may remain, including: (i) phishing and trojans — targeting our customers, wherein fraudsters may send
unsolicited mails seeking account sensitive information or infect customer machines to search and attempt ex-filtration
of account sensitive information; (ii) hacking — wherein attackers may seek to hack into our website with the primary
intention of causing reputational damage to us by disrupting services; (iii) data theft — wherein cyber criminals may
attempt to intrude into our network with the intention of stealing our data or information; (iv) advanced persistent
threat — a network attack wherein an unauthorized person gains access to our network with the intention to steal our
data or information rather than to cause damage to our network or organization and remains undetected for a long
period of time; (v) ransomware — wherein attackers may deny us access to our network, or threaten to release our
internal or our customer's data, unless a ransom is paid; and (vi) card skimming — wherein attackers use a device, such
as one they illegally affix to our ATMs/cash recyclers, to steal our customers' card data and then sell it or use it to
make fraudulent purchases. For example, in March 2019, we encountered a ransomware attack on one of our servers;
while this did not result in any breach of our data or customer data or any losses, the frequency of such cyber threats
may increase in the future with the increased digitization of our services. Not only are we exposed to such risks from
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our own actions or those of our employees, but from actions of our third-party service providers, whom we do not
control. While we maintain cyber insurance, we cannot guarantee that it covers all relevant cyber risks. If we become
the target of any of cyber-attack, it may materially and adversely affect our business, financial condition, results of
operations and cash flows.

A significant system breakdown or system failure caused by intentional or unintentional acts may have an adverse
impact on our revenue-generating activities and lead to financial loss. In addition, there can be no assurance that the
network infrastructure required for communication with the centralized system can be scaled up to meet any increase
in the volume of our transactions.

There is also the risk of our customers blaming us or terminating their accounts with us for a cyber-incident that
occurred on their own systems or in dealing with an unrelated third party. On June 2, 2016, the RBI issued a framework
for cyber-security for banks, prescribing measures to be adopted by banks to address security risks including putting
in place a cyber-security policy and requiring banks to report all unusual cyber-security incidents (whether successful
or attempts) to the RBI. Any cyber-security breach may also subject us to additional regulatory scrutiny and expose
us to civil litigation and related financial liability.

We rely on a combination of internally-developed and third-party software and IT systems, each of which are subject
to their own sets of risks. The quality and stability of our internally-developed systems may not match that of systems
purchased from third-party software vendors, and we may not be as effective as dedicated software developers in
carrying out quality control checks or implementing security protections. Many software developers may have larger
technology development teams and devote more resources to software development than we do. They may also have
more experience developing software and digital systems, as well as the ability to source feedback from a wider variety
of customers, allowing them to be more effective in identifying and fixing glitches or security flaws.

For third-party-sourced software, which includes but is not limited to our current core banking application, some
software is marketed as a common solution for banks in India, and there may be functional requirements specific to us
that they may not address adequately. In such cases, we may not be able to have the systems customized sufficiently
to suit our operations, or we may be forced to rely on our internal development team to attempt customization, and we
may incur losses if such customization proves to be inadequate. Moreover, we cannot guarantee that third-party
vendors will continue updating or providing ongoing support for the digital products and services that we source from
them, and we may not be able to find alternative sources for such products or services. Moreover, even if we are able
to find alternative products or services, we may not be able to integrate them successfully with our systems, or we may
face a period of downtime or delay during integration.

Our business is vulnerable to interest rate and investment-related risks. Volatility in interest rates, value of
investments and other market conditions could adversely affect our net interest margin, the value of our fixed
income portfolio, our income from treasury operations, the quality of our loan portfolio and our financial
performance.

Our results of operations depend to a large extent on the level of our net interest earned which is our primary revenue
source. The differential between the interest rates that we charge on interest-earning assets and the interest rates that
we pay on interest-bearing liabilities, and the volume of such assets and liabilities, tend to have a significant impact
on our results of operations. For FY2020, interest earned represented 88.03% of our total income (interest earned plus
other income). For FY2018, FY2019, FY2020 and the nine months ended December 31, 2020, our interest expended
was ¥ 1,189.14 million, X 2,290.74 million, % 4,515.04 million and X 4,187.87 million, respectively. For the same
periods, our net interest margin was 10.97%, 12.21%, 10.98% and 9.88% (annualized), respectively. Changes in
market interest rates may affect the interest rates we charge on our interest-earning assets differently from the interest
rates we pay on our interest-bearing liabilities and may also affect the value of our investments. Interest rates are highly
sensitive to many factors beyond our control, including the monetary policy of the RBI, deregulation of the financial
sector in India, domestic and international economic and political conditions and other factors, which have historically
generated a relatively high degree of volatility in interest rates in India.

An increase in interest rates may result in an increase in interest expense relative to interest earned if we are not able
to increase the rates charged on our loans and advances or if the volume of our interest-bearing liabilities is larger or
growing faster than the volume of our interest-earning assets. The differences between repricing maturities of rate
sensitive liabilities and rate sensitive assets, called repricing gaps, exposes our business to interest rate risk. Our
business is also exposed to interest rate risk in the form of non-uniform movement in different interest rate benchmarks
that are used for pricing our assets and liabilities (save that our deposits are not linked to external interest rate
benchmarks). As the repricing maturities of our liabilities and assets are spread over different time periods, we are
exposed to interest rate risk in the form of non-parallel movement in yield curves. Such scenarios may lead to a
reduction in our net interest earned and net interest margin or require us to increase interest rates on loans disbursed
to customers to maintain our net interest margins. Exposure of our business to interest rate risks as mentioned above
may also impact on the long-term economic value of our equity. Further, any inability to competitively price our loans
and credit substitutes could negatively affect our targeted volume growth, which may materially adversely affect our
net profits. The quantum of the change in interest rates for our assets and liabilities may also be different, leading to a
decrease in the interest margin.
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Our cost of funds is sensitive to interest rate fluctuations, which exposes us to the risk of reduction in spreads (which
is the difference between the returns that we earn on our advances and investments and the amounts that we must pay
to fund them) on account of changing interest rates. In a declining interest rate environment, if our cost of funds does
not decline simultaneously or to the same extent as the yield on our interest-earning assets, it could lead to a reduction
in our net interest income and NIMs. We also face prepayment risk on our loans, which may result in loss of future
interest income and reduced cash flows if we are unable to re-invest the proceeds at similar interest rates. For certain
products, we may not be able to collect prepayment charges.

Regulatory requirements that require us to maintain a portion of our assets in fixed income government securities may
also have a negative impact on our net interest income and net interest margin since we earn interest on this portion of
our assets at rates that are generally less favorable than those received on our other interest-earning assets. Moreover,
changes in interest rates may materially adversely affect our fixed income portfolio and treasury income. For further
details, see " - Our treasury income, debt investment portfolio and derivatives portfolio are exposed to risks relating
to mark-to-market valuation, illiquidity, credit risk and income volatility".

We may face risks associated with our large number of banking outlets and extensive network and our reliance
on third-party service providers including business correspondents operating banking outlets, which may
materially adversely affect our business, financial condition, results of operations, cash flows and prospects.

We have a large banking outlet network, with 747 banking outlets (including BC outlets) and more than 2.7 million
customers as of December 31, 2020. Our banking outlets consist of 528 banking outlets operated directly by us and
219 banking outlets operated through third-party business correspondents. We also plan to continue to grow our
physical presence this financial year through a mix of our own and third-party business correspondent banking outlets.
While we operate the majority of our banking outlets ourselves, approximately 32.01% are operated by third-party
business correspondents as of March 31, 2021. Accordingly, we may be exposed to certain risks owing to an extensive
network and reliance on third parties, including, among others:

preserving our asset quality as our geographical presence increases and our customer profile changes;

ensuring compliance with RBI requirements to have at least 25% of our banking outlets in unbanked rural
centers;

maintaining consistency in processes and controls across the network;
developing and improving our products and delivery channels;
recruiting, training and retaining sufficient skilled personnel;
upgrading, expanding and securing our technology platform;

complying with regulatory requirements such as KYC; Anti Money Laundering ("AML") and Foreign
Account Tax Compliance Act ("FATCA") norms;

maintaining high levels of customer satisfaction;

managing difficulties arising from operating a larger and more complex organization;

overcoming difficulties arising from coordinating and consolidating corporate and administrative functions;
limiting delays in the transfer of data among various locations;

incurring higher technology costs in order to achieve last mile connectivity;

mitigating operational risks including integration of internal controls and procedures;

allocating technology, management support and other resources optimally across our banking outlets;
managing third-party service providers effectively in relation to any outsourced services;

managing termination of arrangements with third-party service providers;

integrating new banking outlets with our existing network;

hiring skilled personnel locally in sufficient numbers to operate new banking outlets and creating management
bandwidth to supervise such operations centrally;

mitigating fraud risk, especially at remote locations;
maintaining the highest standards of client service at all banking outlets; and
L managing unforeseen legal, regulatory, property, labor or other issues.

Any of the above reasons may result in our failure to manage our expansive presence, which may materially and
adversely affect our business, financial condition, results of operations, cash flows and prospects. Further, there have
been instances of delay in the closure of some of our banking outlets due to delayed approvals from relevant district
credit committees as a result of the COVID-19 pandemic.

Moreover, our reliance on business correspondents subjects us to specific risks. In particular, all our business
correspondents have the right to terminate their agreements with us at any time without any reason, by giving three
months' notice to us. In such case, and given that we meet the RBI requirement to have at least 25% of our banking
outlets in unbanked rural centers primarily through our business correspondents, a termination of the arrangements
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with these third parties may result in us being in non-compliance with the RBI requirements. Moreover, certain
business correspondent agreements are on a non-exclusive basis, meaning that our business correspondents may be
engaged by our competitors to provide similar services. Similarly, some of the business correspondent agreements
restrict us from appointing other business correspondents in the same region and for the same products. Further, we
have indemnified our business correspondents for certain losses, including legal expenses, that they incur in relation
to our business correspondent agreements, and our business correspondents have limited liability in case of any direct,
indirect, incidental, special or consequential damages arising out of or relating to the agreements. Any degradation in
our relationship with our business correspondents, related to the reasons mentioned in this paragraph or otherwise,
may materially and adversely affect our business, financial condition, results of operations, cash flows and prospects.

We rely on deposits as a low-cost means of funding a substantial portion of our loan portfolio and there is no
guarantee that we will be able to source enough deposits or alternative funding to support our business, which
may have a material adverse impact on our growth or cost of funds

Although we are now an SFB, having built a base of deposits (including retail deposits) and reduced our overall cost
of funds, there is no guarantee that we will be able to generate enough funding from deposits to fund our lending
activities or sustain or further reduce our cost of funds. We also cannot guarantee that deposits will be realized as
quickly as anticipated or be realized at all, or that our strategy of enhancing our base of retail and CASA deposits will
work at all times or in all markets, and this may hamper our growth plans. Moreover, we cannot guarantee that we will
be able to replace any shortfall in deposits with alternate funding sources.

Any inability on our part to generate sufficient funding to support our lending activities may have a material adverse
impact on our growth. Moreover, if we are not able to source sufficient deposits, especially CASA or retail deposits,
we may be forced to raise the interest rates that we offer on our deposits which will impact our NIMs. Additionally,
we are subject to interbank borrowing limits and to restrictions on our borrowing such as being unable to obtain loans
that were generally available to us earlier, when we were an NBFC-MFI. If we are unable to access necessary capital,
we may be required to curtail or withdraw fr om some of our current business operations or growth plans. Any such
occurrence may have a material adverse effect on our business, financial condition, results of operations, cash flows
and prospects.

A significant portion of our funding is short-term. In particular, approximately 83.25% of our funding (i.e., the ratio
of our deposits to the aggregare of our deposits and borrowings) as of December 31, 2020 was from deposits and, as
of that date, we had a CASA ratio of 19.82%. Current account and savings account deposits may be withdrawn on
demand by our customers. As of December 31, 2020, 46% of our term deposits had maturities of up to 12 months. If
a substantial number of our depositors do not roll over term deposits upon maturity, or if our current account or savings
account customers withdraw their funds, our liquidity position may be adversely affected. Moreover, wholesale
deposits, which tend to be more sensitive to interest rates, constituted 11.08% of our term deposits as of December 31,
2020. Although 85% of our wholesale deposits as of December 31, 2020 are non-callable, we cannot guarantee that
our wholesale deposit customers will continue to place those deposits with us upon maturity.

Our inability to comply with laws and regulations applicable to us may have an adverse effect on our business,
results of operations, financial condition and cash flows. Further, regulation with respect to ownership and
eligibility requirements of shareholders of equity securities of an SFB may impact our ability to raise capital
and restrict investment in us.

Compliance with stringent laws and regulations

As an SFB, we are subject to stringent laws and regulations. We are regulated under the Banking Regulation Act and
have to comply with circulars and directives issued by the RBI that apply to small finance banks. The SFB Operating
Guidelines, the RBI In-Principle Approval and the RBI Final Approval require us to comply with certain conditions
in order to operate our SFB business, including among others:

. we (and our Promoter) are required to be owned and controlled by Indian residents in accordance with FEMA
at all times from the date of commencement of our SFB operations and our Promoter is required to continue
to hold at least 40% of our share capital for five years from the commencement of our SFB business and then
reduce its shareholding after five years;

. we are required to list within three years of our net worth reaching X 5,000 million, which occurred in
September 2018;

. we are required to maintain a minimum paid-up equity capital and a minimum net worth of ¥ 1,000 million;

. any change of shareholding by way of fresh issue or transfer of shares to the extent of 5% or more in us

requires prior RBI approval;

. at least 25% of our total banking outlets have to be located in unbanked rural areas;
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. we are subject to certain prudential norms, with specific focus on our risk management framework; for
example, the maximum loan size and investment limit exposure to a single and group obligor will be restricted
to 10% and 15% of our capital funds, respectively, and at least 50% of our loan portfolio will constitute loans
and advances of up to X 2.5 million;

o we are not permitted exposure in terms of loans and advances to the companies (and directors of such
companies) in which our Directors, our Promoter, major shareholders (holding 10% or more of our paid up
equity share capital), relatives of Promoter and entities in which such Promoter, major shareholders or
relatives of Promoter have significant influence or control, or are interested;

. we are required to extend 75% of our ANBC as at the end of the corresponding quarter of the previous
financial year to the sectors eligible for classification as PSL by RBI, such as agriculture, MSMEs, export
credit, education, housing, social infrastructure and renewable energy (for further details, see "Risk Factors—
We are required to extend a minimum level of advances to certain sectors, have limitations on the percentage
of our on book advances a particular loan size and must maintain a prescribed cash reserve ratio, statutory
liquidity ratio and minimum capital to risk-weighted assets ratio, each of which may have an adverse effect
on our business operations"); and

. we are required to maintain a minimum capital adequacy ratio of 15% on a continuous basis, subject to any
higher percentage as may be prescribed by RBI from time to time; further, our Tier | capital should be at least
7.5% of our risk weighted assets and our Tier 11 capital should be limited to a maximum of 100% of total Tier
| capital.

As an SFB, we are not permitted to raise secured borrowings from banks and financial institutions or raise funds from
the issuance of secured non-convertible debentures and commercial paper. The RBI issued the SFB guidelines on
November 27, 2014 ("SFB Licensing Guidelines”) to license SFBs in the private sector. The SFB Licensing
Guidelines, together with the "Operating Guidelines for Small Finance Banks" issued by RBI on October 6, 2016
("SFB Operating Guidelines™, and together with the SFB Licensing Guidelines, the "SFB Guidelines™) exempt SFBs
from the existing regulatory ceiling on inter-bank borrowings until the existing loans mature or up to three years,
whichever is earlier. However, while the SFB Guidelines provide an exemption with respect to legacy borrowings,
any borrowing made by us since the commencement of operations as an SFB will be subject to inter-bank borrowing
limits and restrictions on loans and advances, at par with other scheduled commercial banks. Further, we are precluded
from creating floating charges on our assets, and any existing floating charge created on our assets have to be
grandfathered until their maturity, subject to the creation of additional charges, in accordance with guidelines issued
by the RBI.

As an SFB, we are also regulated under the Banking Regulation Act and have to comply with circulars and directives
issued by the RBI from time to time ("RBI Circulars"). During the course of annual inspection, RBI does provide
their observations and some of these observations are of the nature of “monitoring action plan” . We have in the past
received such monitoring action plan matters from RBI. We have rectified such matters and have provided our
comments to RBI. No penalty was levied by RBI against us in this regard. We will have to comply with prudential
norms specified in respect of market discipline, the classification, valuation and operation of our investment portfolio,
income recognition, asset classification and provisioning pertaining to advances, RBI directives on permissible loans
and advances, permissible exposures, requisite disclosures in financial statements, fraud classification and reporting,
and periodic disclosure requirements (including in presentation of financial information and financial statements).
Further, the Banking Regulation Act limits the flexibility of shareholders and management in an SFB in many ways,
including by way of specifying certain matters for which a banking company would require RBI approval.
Additionally, in the event we fail to meet prescribed prudential norms, the RBI may charge penal interest for the period
of default, or restrict our SFB activities, or otherwise enforce increased scrutiny and control over our operations. The
RBI may also impose additional conditions on us, and may terminate our SFB license, if we are unable to comply with
applicable requirements. Further, we are yet to comply with certain RBI guidelines such as compliance with an RBI
circular on Aadhaar-based authentication for card-present transactions dated December 2, 2016, and have
communicated the same to the RBI.

The Banking Ombudsman (*BO"), appointed by the RBI to redress cetain customer complaints, has in the past directed
us to pay an award of ¥ 0.05 million for not following the applicable KYC and AML guidelines, in relation to customer
accounts of certain imposters who compromised a transaction of X 0.90 million.

Further, as per the RBI (Prudential Framework for Resolution of Stressed Assets) Directions, 2019, notified on June
7, 2019, we are required to, among other things, identify incipient stress in loan accounts, immediately on default by
classifying stressed assets as special mention accounts and to put in place Board-approved policies for resolution of
stressed assets.

We cannot currently determine the full impact and applicability of the SFB Guidelines and other banking regulations

to our business. Uncertainty in the applicability, interpretation or implementation of the governing law, specifically

due to the absence of administrative or judicial precedent may be time consuming as well as costly for us to resolve.

To ensure compliance with the regulatory framework applicable to SFBs, we may need to allocate additional resources,
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which may increase our regulatory compliance costs and divert management attention. Our inability to comply with
laws and regulations applicable to an SFB may have an adverse effect on our business, results of operations, financial
condition and cash flows.

Ownership and eligibility requirements of shareholders of equity securities of an SFB

We are required to be owned and controlled by residents of India in accordance with FEMA at all times from the date
of commencement of our business. Further, investment in an SFB is subject to restrictions under the laws governing
banking companies including the Banking Regulation Act and the SFB Guidelines. The SFB Guidelines refer to
Section 12B of the Banking Regulation Act, which provides that any acquisition of 5.00% or more of the paid up share
capital of a banking company will require prior approval of RBI. This will also apply to an SFB. Section 12B of the
Banking Regulation Act further requires any person to seek prior approval of the RBI to acquire, or agree to acquire,
shares or voting rights of a bank, either directly or indirectly, by himself or acting in concert with other persons,
wherein such acquisition (taken together with shares or voting rights held by him or his relative or associate enterprise
or persons acting in concert with him) results in the aggregate shareholding of such persons to be 5.00% or more of
the paid-up share capital of a bank or entitles him to exercise 5.00% or more of the voting rights in a bank. Such
approval may be granted by the RBI if it is satisfied that the applicant meets certain "Fit and Proper" criteria.

We cannot assure that we will be able to comply with the requirements under the Banking Regulation Act, SFB
Guidelines, the RBI In-Principle Approval, the RBI Final Approval and the RBI Circulars. Further, these restrictions
also limit our ability to raise further capital and may also have an adverse effect on our business, results of operations,
financial condition and prospects. For further details in relation to the restrictions on shareholding, refer to "Key
Regulations and Policies" and "Offer Procedure” on pages 165 and 349, respectively.

We have limited knowledge and records of documents relating to corporate actions undertaken by our Bank
prior to February 2009. Further, we have not been able to trace certain secretarial records and documents in
relation to our Bank, including filings made by our Bank with statutory authorities. We cannot assure you
that no legal proceedings or regulatory actions will be initiated against our Bank in the future in relation to
such missing corporate records.

We manage our internal compliance by monitoring and evaluating internal controls, and ensuring all relevant statutory
and regulatory compliances. However, there can be no assurance that deficiencies in our internal controls will not
arise, or that we will be able to implement, and continue to maintain, adequate measures to rectify or mitigate any
such deficiencies in our internal controls, in a timely manner or at all.

On February 3, 2009, our Bank, then known as Banas Finlease Private Limited, was acquired by Keyur Doshi, Soham
Shukla, Sameer Nanavati and Mahender Chawla from the erstwhile shareholders of Banas Finlease Private Limited
pursuant to advertisements published on January 1, 2009 in the Indian Express and Jansatta (as per the rules and
regulations of the RBI in relation to change in ownership of shares along with control of management) and share
transfer applications received by Banas Finlease Private Limited. For the period between April 5, 1995, being the date
of incorporation of the Bank and February 3, 2009, being the date when the aforementioned acquisition was
undertaken, some of the corporate records of our Bank are not traceable with our Bank, or with the RoC. We have
tried to locate copies of the filings made with the RoC that are not available with us by obtaining an RoC search report.
Therefore, we are unable to conclusively ascertain, among others, details of the build-up of the equity share capital of
our Bank, schemes of amalgamation entered into by our Bank, changes in the registered office of our Bank, time and
cost over-runs, defaults or re-scheduling of borrowings and lock-outs and strikes, in each case for the period between
April 5, 1995 and February 3, 2009.

Further, we are unable to trace certain corporate records and other documents in relation to transfer of Equity
Shares by and to our Promoter, either in our Bank’s records or in the records of our Promoter, including demat
statements and share transfer forms for transfers made on December 16, 2014, October 6, 2016 and October 28, 2016.
We have also been unable to trace certain corporate records in relation to our Bank, including certified true copies of
the board resolution approving the issue of Equity Shares allotted on February 24, 2009, September 7, 2009 and
December 12, 2009. In the absence of or discrepancies in such records, we have relied on statutory registers maintained
by our Bank, annual returns filed with the RoC and minutes of meetings of the Board, as applicable, in order to
ascertain details of such allotments and transfers. While we believe that the transfers were undertaken in a valid
manner in terms of applicable laws and our AoA, we cannot assure you that the share transfer forms in relation to
such transfers of such Equity Shares were filed with us in a timely manner or at all. Further, there have also been
certain inadvertent factual inaccuracies in respect of certain filings made by our Bank.

Although no regulatory action/litigation is pending against us in relation to such untraceable secretarial and other
corporate records or in relation to the discrepancies in our statutory filings, we cannot assure you that we will not be
subject to penalties imposed by regulatory authorities in this respect. Accordingly, we cannot assure you that our
Bank will not be subject to any action, including monetary penalties by statutory authorities on account of
any non availability of any of its secretarial records and filings or discrepancies in our statutory filings, which may
adversely affect our business, financial condition and reputation.
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We have a substantial amount of outstanding indebtedness, which requires significant cash flows to service and
is subject to certain conditions and restrictions in terms of our financing arrangements which restrict our ability
to conduct our business and operations in the manner we desire.

Our level of indebtedness and any change in the same has and may have important consequences to us, such as:

. increasing our vulnerability to general adverse economic, industry and competitive conditions;
. limiting our flexibility in planning for, or reacting to, changes in our business and the industry;
. affecting our credit ratings;

. limiting our ability to borrow additional amounts in the future;

. affecting our capital adequacy requirements; and

o increasing our finance costs.

Our financing agreements contain restrictive covenants that require us to obtain prior approval from our lenders for,
among other things:

) change in our capital structure;

. change in our shareholding pattern;

. change in our control;

. change in our Promoter's shareholding of our Bank;

. cessation or change in our business;

. create any further charge on the secured assets or provide any guarantees to other lenders;

. declaration of dividend or distribution of profits;

) amendment of memorandum of association or articles of association;

. availment of any new borrowing or financing;

. undertaking or permitting any merger, de-merger and investments in any associates, investment in any joint

ventures, subsidiaries, consolidation or reorganization of our Bank without the prior approval of the
concerned entity/persons; and

. change in management.

In the event of a breach of any financial or other covenants contained in any of our financing arrangements or in the
event we had breached any terms in the past which is noticed in the future, we may be required to immediately repay
our borrowings either in whole or in part, together with any related costs. A default under the terms of any financing
document may also trigger a cross-default under some of our other financing documents, or any other agreements or
instruments containing a cross-default provision, which may individually or in aggregate, have an adverse effect on
our operations, financial position and credit rating. If the obligations under any of our financing documents are
accelerated owing to an event of default, we may have to dedicate a portion of our cash flow from operations to make
payments under such financing documents, thereby reducing the availability of cash for our working capital
requirements and other general corporate purposes. In addition, during any period in which we are in default, we may
be unable to raise, or face difficulties raising, further financing. Further, if the lenders of a material amount of the
outstanding loans declare an event of default simultaneously, we may be unable to pay our debts when they fall due.

In addition to our financing arrangements, we also rely on, among others, securitization and direct assignment
transactions to meet our funding requirements. The governing documents for such transactions may impose certain
obligations on us, including, among other things, (i) monitoring the performance of obligors, bearing expenses in
relation to the servicing of receivables, notifying the trustees in relation to any change which would affect the rights
and obligations of PTC holders, (i) and obtaining the consent of the trustees, assignees, structurers, as applicable for
certain corporate actions, such as change of business, amendment to our charter documents, change in management
control, change in shareholding or disposal of assets. We cannot assure you that we will continue to be in compliance
with such requirements, and any such non-compliance on our part may disrupt our access to funding through
securitization and may have a material adverse effect on our liquidity and financial condition.
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We are required to extend a minimum level of advances to certain sectors, have limitations on the percentage
of our on-book advances above a particular loan size and must maintain a prescribed cash reserve ratio,
statutory liquidity ratio and minimum capital to risk-weighted assets ratio, each of which may have an adverse
effect on our business operations.

As per regulatory guidelines applicable to an SFB, we are required to extend 75% of our ANBC as at the end of the
corresponding quarter of the previous financial year to the sectors eligible for classification as PSL, such as agriculture,
MSMEs, export credit, education, housing, social infrastructure and renewable energy. Further, while 40% of our
ANBC is required to be allocated to different sub-sectors under the extant PSL prescriptions such as small and marginal
farmers, micro enterprises, agriculture and weaker sections, and we may allocate the balance of 35% to any one or
more eligible sub-sectors under PSL guidelines where we have a competitive advantage. The PSL requirements
applicable to an SFB are significantly higher than those applicable to a universal bank, which could subject us to higher
delinquency rates. The PSL requirements in the case of SFBs are monitored on a quarterly basis, and in case of any
shortfall by us in meeting the PSL requirements for any financial year, we may be required to contribute the difference
between the required lending level and the actual PSL targets to the Rural Infrastructure Development Fund established
with NABARD, or with other funds with NABARD, NHB, SIDBI or MUDRA as decided by the RBI from time to
time, which may earn lower levels of interest, compared to other interest bearing securities. Our failure to comply with
PSL requirements may have an adverse effect on our business, results of operation, financial condition and cash flows.

The maximum loan size and investment limit exposure to a single and group borrower is restricted to 10% and 15%
of our capital funds, respectively. In addition, at least 50% of our advances is required to constitute advances of a
ticket size of up to X 2.50 million.

The SFB Licensing Guidelines mandate that SFBs will be subject to all prudential norms and regulations of the RBI
as applicable to existing commercial banks including the requirement of maintenance of cash reserve ratio ("CRR")
and statutory liquidity ratio ("SLR"). All scheduled commercial banks (other than regional rural banks) are required
to comply with the statutory reserve requirements prescribed by the RBI. As at December 31, 2020, scheduled
commercial banks are required to maintain a CRR of 3% of their net demand and time liabilities ("DTL") in a current
account maintained with the RBI, on which no interest is paid. This was revised to 3.5% on March 27, 2021 and it will
be subsequently revised to 4% on May 22, 2021. Further, scheduled commercial banks are also required to maintain,
under the current requirements, a SLR equivalent to 18% of their net demand and time liabilities to be invested in cash
and Government or other RBI-approved securities. As an SFB, our net interest margin and return on net worth may be
adversely affected, given that we are required to set aside capital to meet the CRR and SLR requirements of the RBI.
Further, until we scale up our deposit base, a significant portion of the CRR and SLR requirements may be met from
our borrowings, which may also adversely affect our net interest margin and return on net worth in the short to medium
term.

Further, if we fail to meet the prescribed norms in our banking operations, the RBI may charge penal interest for the
period of default, or restrict our banking activities, or otherwise enforce increased scrutiny and control over our
banking operations including by way of withholding approvals, or issuing conditional approvals, in respect of any
proposed actions for which we may seek RBI approval in the future, or even cancel our banking license in view of any
major and/or sustained non-compliance. Further, maintaining the CRR and SLR may impose liquidity constraints on
us by reducing the amount of cash available with us for lending. In the event that the CRR or SLR requirements
applicable to banks are increased in the future, our resources available for making loans and advances to our borrowers
would be correspondingly further reduced. Any such actions or events may adversely affect our business, financial
condition, results of operations, cash flows and prospects.

Additionally, as per the SFB Guidelines, we are required under applicable laws and regulations to maintain certain
minimum capital adequacy on a continuous basis, which is currently 15% of our risk weighted assets. As of March 31,
2018, 2019 and 2020, and December 31, 2020, our CRAR was 23.30%, 23.63%, 29.28% and 29.90%, respectively.
As we continue to grow our loan portfolio and asset base, we may be required to raise additional capital in order to
continue to meet applicable capital adequacy ratios with respect to our business. Moreover, universal banks in India
are only required to maintain a minimum capital adequacy ratio of 9%, which may hinder our ability to compete
effectively with them. We cannot assure you that we will be able to raise adequate additional capital in the future on
terms favorable to it, or at all, and this may adversely affect the growth of our business. Further, pursuant to a
notification dated November 29, 2018, the RBI has prescribed guidelines in relation to net stable funding ratio
("NSFR"), which became applicable to all scheduled commercial bank, including us, starting September 1, 2021. The
NSFR guidelines require that the NSFR be equal to at least 100% on an ongoing basis, and compliance with this
requirement may require us to set aside additional capital to comply with these requirements.

We may face asset-liability mismatches, which could affect our liquidity and consequently may adversely affect
our business, financial condition including liquidity, results of operations, cash flows and prospects.

We may face asset and liability mismatches, which represents situations when the duration of an institution's assets
and liabilities do not match. We cannot assure you that we will be able to maintain a positive asset-liability gap. We
may rely on funding options with a short-term maturity period for extending long-term loans, which may lead to
negative asset-liability gap. Further, mismatches between our assets and liabilities are compounded in case of
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prepayments of the financing facilities we grant to our customers. Any mismatch in our assets and liabilities may lead
to a liquidity risk and have a material adverse effect on our business, financial condition, results of operations, cash
flows and prospects.

Any downgrade in our credit ratings could increase our finance costs and materially adversely affect our
business, financial condition, results of operations, cash flows and prospects.

The cost and availability of capital depends in part on our short-term and long-term credit ratings. Credit ratings reflect
the opinions of rating agencies on our financial strength, operating performance, strategic position and ability to meet
our obligations. Any downgrade in our credit ratings may cause our lenders to impose additional terms and conditions
to any financing or refinancing arrangements that we enter in the future. As of the date of this Draft Red Herring
Prospectus, our term loans from banks are rated A (stable outlook) by ICRA and CARE A (stable outlook) by CARE
Ratings, our unsecured sub-ordinated debt and non-convertible debentures are rated CARE A (stable outlook) by
CARE Ratings and IND A- (positive outlook) by India Ratings, our fixed deposit program is rated MA+ (stable
outlook) by ICRA and our certificates of deposit are rated CRISIL A1+ by CRISIL Ratings. For further details of our
credit ratings, see "Our Business — Credit Ratings" on page 158.

An increase in our portfolio of non-performing assets may materially and adversely affect our business,
financial condition, results of operations, cash flows and prospects.

Our management of credit risk involves having appropriate credit policies, underwriting standards, approval processes,
loan portfolio monitoring, collection and remedial management and an overall architecture for managing credit risk in
our business. If the credit quality of our customers deteriorates, this may have a material adverse effect on our overall
business, results of operations, financial condition, cash flows and prospects. Our credit monitoring and risk mitigation
policies and procedures may not be accurate, properly designed, or appropriately implemented, and we may suffer
material credit losses. For instance, if the value of the collateral securing our credit portfolio is insufficient (including
through a decline in its value after the original taking of such collateral) or if we face practical or legal impediments
in enforcing collateral, then we may be exposed to greater credit risk and an increased risk of non-recovery if related
credit exposures fail to perform. In addition, even if our policies and procedures are accurate and appropriate, we may
not be able to anticipate future economic or financial developments or downturns, which may lead to an increase in
our NPAs. Further, our customers may face cash flow constraints due to losses incurred by them in their businesses or
in the economic activities pursued by them, which may lead to a diversion of the loan proceeds for purposes other than
those for which the loan was sanctioned. Any such cash flow constraints or diversion of loan proceeds may affect the
ability of our customers to repay their loans, and in turn, our ability to recover the loans.

Provisions for NPAs are created by a charge to our profit and loss account and are currently as per our internal
provisioning policies, subject to minimum provision requirements set by the RBI. Our internal provisioning policies
are more stringent than those set by the RBI. In addition to the relevant regulatory minimum provision, we also
consider our internal estimate for loan losses and risks inherent in the credit portfolio when deciding on the appropriate
level of provisions. The determination of an appropriate level of loan losses and provisions involves a degree of
subjectivity and requires that we make estimates of current credit risks and future trends, all of which may be subject
to material changes. Any incorrect estimation of risks may result in our provisions not being adequate to cover any
further increase in the amount of NPAs or any further deterioration in our NPA portfolio.

The following table sets forth certain details regarding our non-performing assets as of the dates indicated.

Particulars As of March 31, As of
December 31,
2018 2019 2020 2020
NPA
(N[ SRR 172.17 358.92 447.18 1,812.31
ININP A bbb b rerererererererererene 131.68 94.93 197.47 972.27
GrOSS AGVANCES........cocvieiriiectieiieeeie et e eie st saeeereeeeeeas 16,336.45 27,910.88 48,405.50 52,419.82
NEt AGVANCES ...ttt 16,295.96 27,646.89 48,155.79 51,579.78
GNPA t0 Gross Advances®.........ccoveceeveveeerceveeeeereirenn, 1.05% 1.29% 0.92% 3.46%
NNPA t0 Net AQVANCES ....c.eeovvieieiriiriecee e 0.72% 0.34% 0.41% 1.88%

(1) GNPA to Gross Advances (%) (excluding IBPC/Assignment).

A number of factors outside of our control affect our ability to control and reduce NPAs. These factors include
developments in the Indian and global economy, domestic or global turmoil, increased competition, changes in interest
rates and exchange rates and changes in regulations, including with respect to regulations requiring us to lend to certain
sectors identified by the RBI, or the Government of India. These factors, coupled with other factors such as volatility
in commodity markets, decrease in agriculture productivity, adverse effects on the business and results of operations
of our borrowers, a rise in unemployment, declining business and consumer confidence and decreases in business and
consumer spending, may impact the operations of our customers and in turn impact their ability to fulfil their
obligations under the loans we extend to them. In addition, the expansion of our business may cause our NPAs to
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increase and the overall credit quality of our loan portfolio to deteriorate. Any increase in our NPAs may materially
adversely affect our business, financial condition, results of operations, cash flows and prospects.

We derive a substantial portion of our interest income from loans that have tenures of two years or less, and a
significant reduction in these short-term loans may result in a corresponding decrease in our interest income.

A substantial portion of our loans, particularly within our microloan portfolio, have tenures of two years or less. As of
December 31, 2020, 98.96% of our joint liability group loans and loans against gold had tenures of two years or less,
and for FY2020 and the nine months ended December 31, 2020, we derived %8,202.66 million and ¥7,553.00 million
in interest income from these types of loans. The relatively short-term nature of our loans means that, our long-term
interest income stream is less certain than if more of our loans were for a longer term. In addition, our customers may
not obtain new loans from us upon maturity of their existing loans, particularly if competition increases. The potential
instability of our interest income may materially and adversely affect our business, financial condition, results of
operations, cash flows and prospects.

Our success depends on our ability to respond to new technological advances.

As a digital-oriented bank, our success will depend largely on our ability to respond to technological advances and
emerging banking, payments, and other financial services industry standards and practices on a cost-effective and
timely basis. The development and implementation of such technology entails significant technical and business risks.
There can be no assurance that we will successfully implement new technologies or adapt our transaction processing
systems to customer requirements or meeting market standards.

We also face threats to our lending operations from newer business models that leverage technology to bring together
savers and borrowers. We also face competition in generating deposits from other products and investment avenues in
the market. Over a period, we may not be competitive in facing up to the challenges from such newer entrants. This
may, accordingly, have a material adverse impact on our business, financial condition, results of operations, cash flows
and prospects.

We rely extensively on our information technology systems and any unforeseen internal or external disruptions
may have a detrimental impact on our operations.

Our information technology systems are a critical part of our business that help us manage, among other things, our
risk, account opening and servicing, and loan origination functions, as well as our increasing portfolio of products and
services. We also rely heavily on our technology systems in connection with financial controls and transaction
processing, and for real-time connections to credit bureaus and e-KYC applications. In addition, our delivery channels
include ATMs/cash recyclers, tablet banking applications, mobile banking applications, WhatsApp banking and
internet banking, each of which we may need to regularly upgrade, including in respect of their software, back-up
systems and disaster recovery operations so that they remain competitive. Our hardware and software systems are
subject to both potential internal and external disruptions such as damage or incapacitation by human error, natural
disasters, power loss, nation/region-wide interruptions in the infrastructure, sabotage, computer viruses and similar
events or the loss of support services from third parties such as internet backbone providers. There is no warranty
under our information technology license agreements that the relevant software or system is free of interruptions, will
meet our requirements or be suitable for use in any particular condition. While we have faced unscheduled downtime
of our IT services in the past, we have not experienced widespread disruptions of service to our customers. There can
be no assurance that we will not encounter disruptions in the future due to substantially increased numbers of customers
and transactions, or for other reasons. Any inability to maintain the reliability and efficiency of our systems could
adversely affect our reputation, and our ability to attract, retain and service our customers. In the event we experience
system interruptions, errors or downtime (which may result from a variety of causes, including changes in customer
use patterns, technological failure, changes to systems, linkages with third-party systems and power failures), we are
unable to develop necessary technology or any other failure occurs in our systems, this may materially and adversely
affect our business, financial condition, results of operations, cash flows and prospects. For further details, see "Our
Business — Information Technology" on page 157.

A decline in the value of security or an inability on our part to enforce such security may have a material adverse
effect on the value of our loan portfolio and/or increase our write-offs for credit and other losses.

Our loans against property, loans against gold, two-wheeler loans, affordable housing loans and institutional finance
loans are generally secured by assets, for which we follow certain procedures to evaluate the credit profile of our
customers and the value of the security. The recoverability and/or value of security or assets charged to us as collateral
could decline as a result of a deterioration in macro economic conditions or of security or asset values, or as a result
of adverse changes in the credit quality of our borrowers and counterparties or delays in foreclosure proceedings or
defects or deficiencies in the perfection of collateral. Among other factors, we consider a mix of cash flow and
availability of collateral when making lending decisions.

As per RBI guidelines on the matters relating to prudential norms on income recognition, asset classification and
provisioning pertaining to advances, our exposure is considered as "unsecured" if the realizable value of the security
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is not more than 10% of the outstanding exposure. As of December 31, 2020, 78.11% of our Net Advances were
classified as unsecured by tangible assets. We may not be able to realize the full value of the collateral, changes in
economic policies of the Indian government, obstacles and delays in legal proceedings, borrowers and guarantors not
being traceable, our records of borrowers' and guarantors' addresses being ambiguous or outdated, defects in the
perfection of collateral, and fraudulent transfers by borrowers, among other things. In the event that a specialized
regulatory agency gains jurisdiction over the borrower, creditor actions may be further delayed.

Further, the value of collateral may be less than we expect or may decline. For loans against property and affordable
housing loans, we are exposed to risks related to the enforcement of real-estate collateral, such as title risk to the
underlying property, as well as fluctuations in real estate prices. For two-wheeler loans, we are subject to the risk that
the collateral rapidly depreciates, as well as fluctuations in the used vehicle markets. For loans against gold, we are
subject to changes in the market price of gold. The fluctuations in the prices of assets secured as collateral for a loan
may impact our recovery amount during the enforcement of security resulting in write-offs in our loan amount. Any
decline in the value of the collateral securing our loans, any inability to obtain additional collateral or our inability to
realize the value of collateral may require us to increase our write-offs for credit and other losses. In such a scenario,
our losses may increase, and our net profits may decline. Further, in case insolvency proceedings are initiated under
the IBC against a debtor, we may not have complete control over the recovery of amounts due to us. For details, see
"~ The bankruptcy code in India may affect our rights to receiver loans from our customers."” on page 48.

Banking companies in India may be required to report financial statements under the Ind AS in the future, and
we may be materially adversely affected by this transition.

We currently prepare our financial statements under Indian GAAP. However, the Ministry of Corporate Affairs, in its
press release dated January 18, 2016, issued a roadmap for the implementation of Ind AS for scheduled commercial
banks, insurance companies and NBFCs, which are also applicable to us. Such roadmap provided that these institutions
were required to prepare Ind AS financial statements for accounting periods commencing April 1, 2018 (including
comparative financial statements for the corresponding periods in the previous year). The RBI, by its circular dated
February 11, 2016, required all scheduled commercial banks (except regional rural banks) to comply with Ind AS for
financial statements beginning April 1, 2018 and were also required to be in preparedness to submit pro forma Ind AS
financial statements to the RBI from the half-year ended September 30, 2016, onwards. However, the RBI, through its
notification dated March 22, 2019, decided to further defer the implementation of Ind AS until further notice for all
scheduled commercial banks (except regional rural banks).

Ind AS will change, among other things, our methodology for estimating allowances for expected loan losses and for
classifying and valuing our investment portfolio and our revenue recognition policy. For estimation of expected loan
losses, the new accounting standards may require us to calculate the present value of the expected future cash flows
realizable from its advances, including the possible liquidation of collateral (discounted at the loan's effective interest
rate). This may result in us recognizing allowances for expected loan losses in the future which may be higher or lower
than under current Indian GAAP. There can be no assurance, therefore, that our financial condition, results of
operations, cash flows or changes in shareholders' equity will not appear materially worse under Ind AS than under
Indian GAAP. In our transition to Ind AS reporting, we may encounter difficulties in the ongoing process of
implementing and enhancing our management information systems. Further, there is no significant body of established
practice on which to draw in forming judgments regarding the implementation and application of Ind AS to Indian
banks. There can be no assurance that our adoption of Ind AS will not materially adversely affect our reported results
of operations, financial condition or cash flows and any failure to successfully adopt Ind AS could materially adversely
affect our business, financial condition, results of operations, cash flows and prospects.

Moreover, although we currently have an internal control framework in place in order to report our financial statements
under Indian GAAP, we may have to modify our internal control framework and adopt new internal controls in order
to report under Ind AS. These new internal controls will require, among others, a transition to more model-based
evaluation of certain items, as well as staff that are adequately knowledgeable with Ind AS. There is no guarantee that
we will be able to implement effective internal controls under Ind AS in a timely manner or at all, and any failure to
do so may materially adversely affect our business, financial condition, results of operations, cash flows and prospects.
See also "Risk Factors—Any failure or material weakness of our internal control system could cause significant
operational errors, which would materially and adversely affect our profitability and reputation™ on page 37.

Any failure or material weakness of our internal control system could cause significant operational errors,
which would materially and adversely affect our profitability and reputation.

We are responsible for establishing and maintaining adequate internal measures commensurate with our size and the
complexity of our operations. While we periodically test and update, as necessary, our internal control systems, we
are exposed to operational risks arising from the potential inadequacy or failure of internal processes or systems, the
risk of fraud or other misconduct by employees or outsiders, unauthorized transactions by employees and third parties
(including violation of regulations for prevention of corrupt practices, and other regulations governing our business
activities), or clerical or record keeping errors or errors resulting from faulty computer or telecommunications systems
and our actions may not be sufficient to guarantee effective internal controls in all circumstances. Given our high
volume of transactions, it is possible that errors may repeat or compound before they are discovered and rectified. Our
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management information systems and internal control procedures that are designed to monitor our operations and
overall compliance may not identify every instance of non-compliance or every suspicious transaction. If internal
control weaknesses are identified, our actions may not be sufficient to fully correct such internal control weakness.
We face operational risks in our business and there may be losses due to deal errors, deficiencies in the credit sanction
process, settlement problems, pricing errors, inaccurate financial reporting, fraud and failure of critical systems and
infrastructure. There can be no guarantee that our procedures and processes will be successful, nor that we will be able
to monitor or detect frauds that occur. For FY2018, FY2019, FY2020 and the nine months ended December 31, 2020,
we detected 21, 37, 47 and 26 instances of fraud amounting to X 2.11 million, X 6.90 million, X 4.79 million and
84.73 million, respectively. We have initiated the required legal proceedings to recover the sums due to us from these
borrowers as well as declare them as NPAs and refer the cases to the RBI. There can be no assurance that we will not
be subject to similar frauds in the future. In addition, we carry out certain processes manually, which may increase the
risk that human error, tampering or manipulation will result in losses that may be difficult to detect. As a result, we
may suffer material monetary losses. Such instances may also materially adversely affect our reputation.

Our business is highly competitive, which creates significant pricing pressures for us to retain existing
customers and solicit new business.

We have a limited operating history operating as a small finance bank, and the success of our operations depends on
a number of factors, including our ability to compete effectively with other banks and financial institutions. The Indian
banking industry is highly competitive. We face strong competition in our business from much larger government
controlled public sector banks, Indian and foreign commercial banks, non-banking financial companies, microfinance
institutions, payment banks, other small finance banks, fintechs and other financial services companies as well. Public
sector banks and larger private sector banks, which generally have a much larger customer and deposit base, larger
banking outlet networks and Government support for capital augmentation, pose strong competition to us. Mergers
among public sector banks, including those encouraged and facilitated by Government efforts, may result in enhanced
competitive strengths in pricing and delivery channels for the merged entities. For example, with effect from April 1,
2017, the State Bank of India, India's largest public sector bank, merged its five associate banks and Bharatiya Mahila
Bank with itself, while the Bank of Baroda, Dena Bank and Vijaya Bank merged with effect from April 1, 2019.
Further, a number of private sector banks in India have a larger customer base and greater financial resources than us,
giving them a substantial advantage by way of economies of scale and improving organizational efficiencies. We also
face threat to our loan market from newer business models that leverage technology to bring together savers and
borrowers. Over a period, we may not be competitive in facing up to the challenges from such newer entrants.

As small finance banks are a relatively new format of banks in India, we are subject to the risk that small finance banks
such as ourselves may not be able to compete effectively with more traditional and well-established universal banks
for a number of reasons, including differences in regulatory requirements, such as more stringent PSL requirements
and capital adequacy requirements, public perception around the stability of small finance banks, and other pressures.

As part of our strategy to source deposits, we may have paid a higher interest rate to ourdepositors than many of our
competitors. Moreover, a small portion of our deposits (11.08% as of December 31, 2020) consists of wholesale
deposits, which are generally considered more sensitive to changes in interest rates. Consequently, we may not be able
to continue to successfully source deposits if our competitors increase their deposit rates, and we may not be able to
increase our own deposit rates while maintaining attractive NIMs.

The RBI has liberalized the licensing regime for banks in India and intends to issue licenses on an ongoing basis,
subject to meeting the qualification criteria. The RBI is supportive of creating more specialized banks and granting
differentiated banking licenses such as for payment banks and small finance banks. We believe that the RBI also has
plans to create wholesale and long-term finance banks in the near future. In April 2014, the RBI issued in-principle
banking licenses to two NBFCs, Infrastructure Development and Finance Company Limited ("IDFC") and Bandhan
Bank Limited. In November 2014, the RBI released guidelines for licensing of payment banks and for licensing of
small finance banks in the private sector. On August 19, 2015 the RBI granted in-principle approval to 11 applicants
to set up payment banks. In September 2015, the RBI granted in-principle licenses to 10 applicants for small finance
banks (including us), most of which were NBFC-MFIs. (The RBI subsequently granted an in-principle license to an
eleventh SFB which commenced operations on April 26, 2021.) In August 2016, the RBI also released guidelines with
respect to a continuous licensing policy for universal banks. On April 7, 2017, the RBI also put in the public domain
a discussion paper on Wholesale and Long-Term Finance banks. These banks will focus primarily on lending to
infrastructure sector and small, medium and corporate businesses. These banks can provide refinancing to lending
institutions and may operate in the capital markets in the form of aggregators. The banks may act like market makers
in corporate bonds, credit derivatives and take out financing, among others. In addition, the RBI has, through guidelines
for on-tap licensing of SFBs released in 2019, announced that licenses for small finance banks will also be available
on an on-going basis, subject to meeting the qualification criteria. Further, on November 20, 2020, an internal working
group of the RBI submitted recommendations that may increase competition in the banking industry, including, among
other things, recommending that banking licenses be allowed for both large NBFCs with assets over ¥ 500,000 million
and more than ten years of operations, as well as for large corporates and for conversion of payments banks to SFBs,
where a track record of three years as a payments bank may be sufficient.
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We also compete with foreign banks with operations in India. In November 2013, the RBI released a framework for
the setting up of wholly owned subsidiaries in India by foreign banks. The framework encourages foreign banks to
establish a presence in India by granting rights similar to those received by Indian banks, subject to certain restrictions
and safeguards. Under the current framework, wholly owned subsidiaries of foreign banks are allowed to raise Rupee
resources through issue of non-equity capital instruments. Further, wholly owned subsidiaries of foreign banks may
be allowed to open banking outlets in Tier 1 to Tier 6 centers (except at a few locations considered sensitive on security
considerations) without having the need for prior permission from the RBI in each case, subject to certain reporting
requirements. Any growth in the presence of foreign banks or in foreign investments in Indian banks may increase the
competition that we face and as a result may have a material adverse effect on our business.

If the number of scheduled commercial banks, public sector banks, private sector banks, payment banks, other small
finance banks, and foreign banks with banking outlets in the country increases, we may face increased competition in
the businesses, which may have a material adverse effect on our financial condition, results of operations and cash
flows.

In addition, we have faced and may face in the future staff attrition and difficulties in hiring, including hiring of field
staff and specialized roles, due to an increase in competition. Due to such intense competition, we may be unable to
execute our growth strategy successfully and offer competitive products and services, which may have a material
adverse effect on our business, financial condition, results of operations and cash flows.

We depend on our brand recognition, and failure to maintain and enhance awareness of our brand would
adversely affect our ability to retain and expand our base of customers.

Our Promoter has granted us a non-exclusive, worldwide, royalty free, irrevocable right and license to use the
intellectual property owned by our Promoter to conduct its daily business activities including but not limited to
providing services, products and related promotional activities as per its business objectives or any other purpose
conveyed in writing by us to our Promoter. For details, see "History and Certain Corporate Matters — Key terms of
other subsisting material agreements” on page 185. We have operated under the "Fincare” brand since December
2014, prior to which the microloans businesses operated under the brand names of Disha Microfin and Future Financial
Services. Any damage to the "Fincare" brand or our reputation may substantially impair our ability to maintain or grow
our business or have a material adverse effect on our overall business, financial condition, results of operations and
cash flows. If we fail to maintain this brand recognition with our existing and target customers due to any issues with
our product offerings, a deterioration in service quality, or otherwise, or if any premium in value attributed to our
business or to the brands under which our services are provided declines, market perception and customer acceptance
of our brands may also decline. We also distribute third-party products, and engage business correspondents, via
partnerships with external organizations whom we have limited control over. Any negative news affecting such
external organizations might also affect our reputation and brand value. Moreover, small finance banks are a relatively
new category of banks in India, and any adverse events affecting other small finance banks, or any shift in public
perception of small finance banks generally, might also affect our brand and reputation. In such an event, we may not
be able to compete for customers effectively, and our business, financial condition, results of operations, cash flows
and prospects may be materially and adversely affected.

In addition, any unauthorized or inappropriate use of our brand, trademarks and other related intellectual property
rights by others in their corporate hames or product brands or otherwise may harm our brand image, competitive
advantages and business and dilute or harm our reputation and brand recognition. For further details, see "Our
Business" on page 133. Moreover, we may also be harmed by the actions of or negative press relating to entities which
have similar names. We have in the past instituted proceedings against third parties for infringing upon our licensed
trademarks and trade names. Further, if a dispute arises with respect to any of our intellectual property rights or
proprietary information, we will be required to produce evidence to defend or enforce our claims, and we may become
party to litigation, which may strain our resources and divert the attention of our management. We cannot assure you
that any infringement claims that are material will not arise in the future or that we will be successful in defending any
such claims when they arise.

Our efforts to protect our intellectual property or proprietary information and the measures we take to identify potential
infringement of our intellectual property may not be adequate to detect or prevent infringement, misappropriation or
unauthorized use. The misappropriation or duplication of our intellectual property or proprietary information may
disrupt our business, distract management and employees, reduce revenues and increase expenses.

In addition, we may also become subject to infringement claims, including due to accidental or purposeful actions by
our employees. Even if claims against us are not meritorious, any legal, arbitral or administrative proceedings that we
may be required to initiate or defend in this regard may be time-consuming, costly and harmful to our reputation, and
there is no assurance that such proceedings will ultimately be determined in our favor. Any legal proceedings that
result in a finding that we have breached third parties' intellectual property rights, or any settlements concerning such
claims, may require us to provide financial compensation to such third parties or stop using the relevant intellectual
property (including by way of temporary or permanent injunction) or make changes to our marketing strategies or to
the brand names of our products, any of which may have a material adverse effect on our business, financial condition,
results of operations, cash flows and prospects.
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Furthermore, the application of laws governing intellectual property rights in India is continuously evolving and there
may be instances of infringement or passing-off of our brand in Indian markets. Our failure to adequately protect our
brand, trademarks and other related intellectual property rights may materially adversely affect our business, financial
condition, results of operations, cash flows and prospects.

Our success depends, in large part, upon our management team and skilled personnel and on our ability to
attract and retain such persons.

Our performance depends largely on the continued services of our management team, including members of our Board
and Key Managerial Personnel. See "Our Management" on page 186 for details of our Board and Key Managerial
Personnel.

Our future performance depends on the continued service of these persons. We believe that the inputs and experience
of our senior management, in particular, and other key personnel are valuable for the development of our business and
operations and the strategic directions taken by us.

We comply with the RBI guidelines on Fit & Proper Criteria for Directors, relevant provisions of the Banking
Regulation Act 1949 regarding Board composition, and other applicable provisions of the Companies Act, 2013 and
Listing Regulations.

The Banking Regulation Act confers powers on the RBI to remove from office any director, chairman, chief executive
officer or other officers or employees of a bank in certain circumstances such as, if the RBI is satisfied that it is in
public interest or to prevent the affairs of the Bank being conducted in a manner detrimental to the interests of the
depositors. The RBI also has the powers to supersede the board of directors of a bank and appoint an administrator to
manage the bank for a period of up to 12 months in certain circumstances, and to penalize the management by way of
freezing remuneration levels and/ or other measures. The RBI may exercise powers of supersession where it is
satisfied, in consultation with the central government that it is in the public interest to do so, to prevent the affairs of
any bank from being conducted in a manner that is detrimental to the interest of the depositors, or for securing the
proper management of any bank. Should any of the steps as explained herein be taken by RBI, our reputation, business,
results of operations, financial conditions and cash flows may be materially and adversely affected.

The RBI also mandates certain requirements (including qualification and experience requirements) for directors who
sit on the board of banks and approval prior to appointment of certain directors and such requirements will make it
more difficult for us to replace our directors when we have to. We may not be able to replace our Board of Directors
with similarly experienced professionals, which may materially and adversely impact the quality of our management
and leadership team.

Aside from our Managing Director and CEO, our employment agreements with our Key Managerial Personnel are not
fixed, do not obligate them to work for us for any specified period and do not contain non-compete or non-solicitation
clauses in the event of termination of employment. Our Managing Director and CEO has been appointed for a fixed
tenure, the renewal or extension of which is subject to RBI approval. If RBI approval is not forthcoming for any reason,
we may not be able to replace the MD & CEO with someone of similar experience in a timely manner. Further, if one
or more of our management team are unwilling or unable to continue in their present positions, we may not be able to
replace them with persons of comparable skills and expertise.

We also face a continuing challenge to hire and assimilate field officers and skilled personnel. Competition for field
officers and other skilled personnel in our industry is intense, and we may not be able to attract and retain the personnel
we need in the future. The loss of key personnel or our inability to replace key personnel may restrict our ability to
grow, to execute our strategy, to raise the profile of our brand, to raise funding, to make strategic decisions and to
manage the overall running of our operations, which may have a material adverse impact on our results of operations,
financial position and cash flows.

We have in the past entered into related party transactions and may continue to do so in the future, which may
potentially involve conflicts of interest.

We have entered into various transactions with related parties. While we believe that all such transactions have been
conducted on an arm'’s length basis and contain commercially reasonable terms, we cannot assure you that we could
not have achieved more favorable terms had such transactions been entered into with unrelated parties. It is likely that
we may enter into related party transactions in the future. Although going forward, all related party transactions that
we may enter into, will be subject to board or shareholder approval, as necessary under the Companies Act, 2013 and
the Listing Regulations, we cannot assure you that such transactions, individually or in the aggregate, will not have an
adverse effect on our financial condition and results of operations or that we could not have achieved more favorable
terms if such transactions had not been entered into with related parties. Such related party transactions may potentially
involve conflicts of interest. For further information, see "Other Financial Information - Related Party Transactions"
on page 287. We cannot assure you that such transactions, individually or in the aggregate, will always be in the best
interests of our minority shareholders and will not have an adverse effect on our business, results of operations,
financial condition and cash flows.
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Some of our Directors may have interests in entities in businesses similar to ours, which may result in conflicts
of interest with us.

Some of our Directors may have investments or interests in entities engaged in businesses similar to ours, which may,
in the future, result in conflicts of interest with us. For details, see “Our Management — Board of Directors” on page
186.

Certain of our Directors and Key Management Personnel have interests in us other than reimbursement of
expenses incurred and normal remuneration or benefits.

Certain of our Directors and Key Management Personnel may be regarded as having an interest in our Bank other than
reimbursement of expenses incurred and normal remuneration or benefits. Certain Directors and Key Management
Personnel may be deemed to be interested to the extent of Equity Shares held by them, as well as to the extent of any
dividends, bonuses or other distributions on such Equity Shares and employee stock options held by them. We cannot
assure you that our Directors and our Key Management Personnel will exercise their rights as shareholders to the
benefit and best interest of our Bank. For further details, see "Capital Structure™ and "Our Management™ on pages 68
and 186, respectively.

Our Bank, Promoter and one of our Directors are involved in certain legal proceedings, any adverse
developments related to which could materially and adversely affect our business, reputation and cash flows.

There are outstanding legal proceedings against us, our Promoter and one of our directors. These proceedings are
pending at different levels of adjudication before various courts, tribunals and appellate tribunals. We cannot assure
you that these proceedings will be decided in our, our Promoter or our Director’s favour. Brief details of material
outstanding litigation that have been initiated by and against us, our Promoter and one of our Directors (as applicable)
are set forth below:

Litigation by our Bank

Type of proceeding

Number of cases

Amount, to the extent
quantifiable (in ¥ million)

Criminal cases 424 309.77
Material civil cases 3 134.09
Litigation by our Promoter
Type of proceeding Number of cases Amount, to the extent
quantifiable (in X million)
Criminal cases 54 17.32

Litigation against our Promoter

Type of proceeding

Number of cases

Amount, to the extent
quantifiable (in X million)

Taxation matters 4 152.33
Litigation against our Directors
Type of proceeding Number of cases Amount, to the extent
quantifiable (in ¥ million)
Taxation matters 1 5.01

The amounts claimed in these proceedings have been disclosed to the extent ascertainable and include amounts claimed
jointly and severally. If any new developments arise, such as a change in Indian law or rulings against us by appellate
courts or tribunals, we may need to make provisions in our financial statements that could increase our expenses and
current liabilities. Any adverse decision in any of these proceedings may have an adverse effect on our business, results
of operations and financial condition.

We have in the last 12 months issued Equity Shares at a price that could be lower than the Offer Price.

As on date of this DRHP, we have issued Equity Shares at a price that could be lower than the Offer Price during the
last twelve months, as disclosed below:

Date of Number of equity | Face value per | Issue price per | Nature of consideration Reason for allotment
allotment shares allotted equity share equity share
®) ®)
April 27, 9,982,759 10 170 Cash Rights issue
2021
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Date of Number of equity | Face value per | Issue price per | Nature of consideration Reason for allotment

allotment shares allotted equity share equity share
® ®
May 4, 147,186,480 10 NA NA Bonus issue of two Equity
2021 Shares as bonus share for

every one existing Equity
Share, held on May 3,

2021

For further details regarding such issuances of Equity Shares, see "Capital Structure” on page 68.

We rely on third-party service providers who may not perform their obligations satisfactorily or in compliance
with law. Any deficiency or interruption in their services could materially adversely impact our business,
financial condition, results of operations, cash flows and prospects.

We enter into outsourcing arrangements with third-party vendors (such as business correspondents) and independent
contractors, in compliance with the RBI guidelines on outsourcing. In particular, we outsource the set up and operations
of some banking outlets to third-party business correspondents and a part of our IT services to third parties, whilst
other vendors, employees and contractors provide services that include, among others, payroll, cloud hosting, software
development and support, courier and logistical services, printing of cheque books and KYC of customers opening
Digital 101 accounts. Our agreements with our business correspondent banking outlet providers can be terminated by
either party with three months' notice without reason to the other party. We cannot guarantee that there will be no
disruptions in the provision of such services or that these third parties will adhere to their contractual obligation. Some
third-party vendors may also be small companies which are likely to experience financial or operational difficulties
than larger, well established companies due to limited financial and other resources. This may result in a delay of
services or products delivered to us and we may be unable to find alternative vendors. If there is a disruption in the
third-party services, or if the third-party service providers discontinue their service agreement with us, our business,
financial condition, results of operations and cash flows may be adversely affected. In case of any dispute, we cannot
assure you that the terms of such agreements will not be breached, which may result in litigation or other costs. Such
additional costs, in addition to the cost of entering into agreements with third parties in the same industry, may
materially and adversely affect our business, financial condition, results of operations and cash flows.

The "Guidelines on Managing Risks and Code of Conduct in Outsourcing of Financial Services by Bank" dated March
11, 2015 issued by the RBI places obligations on banks, their directors and senior management for ultimate
responsibility for the outsourced activity. Private banks in India are required to ensure that their service provider
employs the same high standard of care in performing the services as would be employed by the banks, if the activities
were conducted within the banks and not outsourced. Banks are also required to provide prior approval for use of
subcontractors by outsourced vendors and to review the subcontracting arrangements and ensure that such
arrangements are compliant with aforementioned RBI guidelines. We have not enforced this approval requirement
uniformly in our dealings with outsourced vendors and may be subject to investigation and censure by the RBI in the
future. Legal risks, including actions being undertaken by the RBI, if our third-party service providers act unethically
or unlawfully, may materially and adversely affect our business, financial condition, results of operations, cash flows
and prospects. For further details on the risks associated with our reliance on third-party business correspondents, see
" - We may face risks associated with our large number of banking outlets and extensive network and our reliance on
third-party business correspondents operating banking outlets, which may materially adversely affect our business,
financial condition, results of operations, cash flows and prospects” on page 28.

We are subject to the risk associated with all our premises being leased. Non-renewal or dispute with the lessors
may disrupt our business, and we may be subject to significant increases in lease rentals.

We do not own any of the premises in which our Registered Office, Corporate Office, banking outlets and any other
office premises are situated. Rather, such premises are maintained on a leasehold basis. Such leasehold arrangements
require renewal or escalations in rentals from time to time during the lease period. If we are unable to renew the
relevant lease agreements, or if such agreements are renewed on unfavorable terms and conditions, we may be required
to relocate operations and incur additional costs in such relocation. We may also face the risk of being evicted in the
event that our landlords allege a breach on our part of any terms under these lease agreements and there is no assurance
that we will be able to identify suitable locations to re-locate our operations. Moreover, we may face significant
increases in the lease rental rates. Any of the foregoing factors may cause a disruption in our operations or result in
increased costs, or both, which may materially adversely affect our business, financial condition, results of operations,
cash flows and prospects.

Furthermore, some of our lease agreements and leave and license agreements may not be adequately stamped or
registered with the registering authority of the appropriate jurisdiction. An instrument not duly stamped, or
insufficiently stamped, will not be admitted as evidence in any Indian court or may attract a penalty as prescribed
under applicable law, which may materially adversely affect the continuance of our operations and business.
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Our operations involve handling significant amounts of cash, exposing us to operational risks, including
misappropriation, fraud, petty theft and embezzlement.

In the FY2020 and the nine months ended December 31, 2020 we undertook a significant percentage of disbursements
on a cashless basis, and we continue to endeavor to move towards cashless collections for all our banking operations.
However, in the interim, a significant portion of our collections remain in cash. Accordingly, we are exposed to the
risk of misappropriation, fraud or other misconduct by employees or outsiders. This risk is further exacerbated by the
high level of autonomy on the part of our field officers.

We have encountered several instances of fraud relating to embezzlement of cash by employees and cheating and
forgery involving ATM withdrawals by customers. Any material increase in the number of such cases will adversely
affect our business, reputation and results of operation. For further details, see "Outstanding Litigation and other
Material Developments" on page 319.

During FY 2020 and the quarter ended December 31, 2020, we discovered 32, 21 and 20 cases, respectively, of theft,
robbery and burglary/ other fraud by either third parties or employees in an aggregate amount of 32.61 million, X 83.40
million and X 3.51 million respectively. For further details, see "Outstanding Litigations and Material Developments"
on page 319. We have in the past been questioned by the RBI on actions initiated by us to obviate such incidents in
view of frequent reoccurrence of robbery cases.

Fraud and other misconduct can be difficult to detect and deter. Given the high volume of transactions we process,
instances of fraud and misconduct may go unnoticed or may only be discovered and rectified after substantial delays.
Even when we discover instances of fraud or theft and pursue them with law enforcement or with our insurance
carriers, there can be no assurance that we will recover any of the amounts involved. In addition, our dependence upon
automated systems to record and process transactions may further increase the risk that technical system flaws or
employee tampering or manipulation of those systems may result in losses that are difficult to detect. As our banking
operations expand, we believe the frequency of, and amount of cash handled by employees at our banking outlets is
likely to increase and continue to expose us to risks of loss, fraud, misappropriation and unauthorized transactions by
our employees.

You will not, without prior RBI approval, be able to acquire Equity Shares if such acquisition would result in
an individual or group holding 5% or more of our share capital or voting rights; you may not be able to exercise
voting rights in excess of 26%o of the total voting rights of our Bank.

The Banking Regulation Act, read with the SFB Licensing Guidelines and RBI (Prior approval for acquisition of shares
or voting rights in private sector banks) Directions, 2015, requires any person to obtain prior approval of the RBI, to
acquire or agree to acquire shares or voting rights of a bank, either directly or indirectly, beneficial or otherwise, by
himself or acting in concert with other persons, wherein such acquisition (taken together with shares or voting rights
held by him or his relative or associate enterprise or persons acting in concert with him) results in the aggregate
shareholding of such persons to be 5% or more of the paid-up share capital of a bank or entitles him to exercise 5% or
more of the voting rights in a bank. Further, as per the Banking Regulation Act read with gazette notification no.
DBR.PSBD.N0.1084/16.13.100/2016-17 dated July 21, 2016, no shareholder in a bank can exercise voting
rights on poll in excess of 26% of the total voting rights of all the shareholders of the bank.

An approval may be granted by the RBI if it is satisfied that the applicant meets the fit and proper criteria laid down
by the RBI. The RBI may require the proposed acquirer to seek further RBI approval for subsequent
acquisitions in accordance with the provisions of applicable law. Further, the RBI may restrict any person holding
more than 5% of our total voting rights from exercising voting rights in excess of 5%, if such person is deemed to be
not fit and proper by the RBI. For details, see “Key Regulations and Policies” on page 165.

Our insurance coverage may not be adequate to protect us against all potential losses, which may have a
material adverse effect on our business, financial condition and results of operations.

Our operations are subject to a variety of risks inherent in the banking industry, and we maintain insurance through
third-party insurers for the same. As of December 31, 2020, we had insurance coverage equivalent to 2.67% (excluding
DICGC and directors and officer liability insurance) of our total asset value. None of our insurance policies are
assigned in favor of any third party. We may not have identified and insured against every risk, including operational
risk that may occur and the occurrence of an event that causes losses in excess of the limits specified in our policies,
or losses arising from events or risks not covered by insurance policies or due to the same being inadequate, could
materially harm our results of operations, financial condition and cash flows. There can be no assurance that any claims
filed will be honored fully or timely under our insurance policies, or that we have obtained sufficient insurance to
cover all our losses. Our financial condition may be affected to the extent we suffer any loss or damage that is not
covered by insurance or which exceeds our insurance coverage. In addition, we may not be able to renew certain of
our insurance policies upon their expiration, either on commercially acceptable terms or at all.

42



37.

38.

39.

40.

We may not be able to obtain accurate and complete information about our borrowers, which could hinder our
ability to effectively manage our credit risk

We rely on the accuracy and completeness of information about our borrowers, and on representations by them or
third parties as to the accuracy and completeness of such information, while carrying out credit checks and making
underwriting decisions. The borrower profile of our microloans customers typically consists of groups of women from
low income households in rural India, with limited sources of income, savings and credit histories, and who cannot
provide us with any significant collateral (secondary security) for their borrowings. For our other lending products,
we may rely on reports of independent auditors with respect to the financial statements of the customer, property
valuers in the case of loans against property, gold valuers in the case of loans against gold, and other valuations or
reports from various third parties. We also rely on credit ratings and bureau scores assigned to our customers. Our
results of operations, financial condition and cash flows may be materially adversely impacted by reliance on missing
information or information provided by third parties that is inaccurate or materially misleading. This may affect the
quality of information available to us about the credit history of our borrowers, especially individuals and small
businesses. As a consequence, our ability to effectively manage our credit risk may be materially adversely affected.

We rely on the Aadhar e-KYC process for collecting information about our borrowers and undertaking verification of
information provided by our customers. The use of Aadhar information pursuant to the Aadhar Act has been subject
to challenges on account of privacy related concerns. Whilst banks are presently permitted to undertake Aadhar e-
KYC with the customers' consent and subject to meeting certain specific conditions, any changes to the Aadhar Act or
limitations on our ability to use Aadhar information in the future may materially impact our business operations as we
may need to employ alternate means of completing customer and borrower information checks and document
verification, which may not be as streamlined or cost efficient. Such checks could result in delays in bank account
opening and loan disbursements which may impact our competitiveness in the market and also our digital initiatives.

Our treasury income and debt investment portfolio are exposed to risks relating to mark-to-market valuation,
illiquidity, credit risk and income volatility.

Our investments primarily amounted to X 12,510.56 million as of December 31, 2020, which primarily comprises
government securities, state development bonds and treasury bills. We have put in place limits and controls over
investment portfolio exposures, but in the event interest rates rise, our portfolio may be exposed to the adverse impact
of the mark-to-market valuation of such debt investments. Any rise in interest rates leading to a fall in the market value
of our investments may materially and adversely affect our business, financial condition, results of operations, cash
flows and prospects. We may also face income volatility due to the illiquid market for the disposal of some of debt
investment portfolio.

Our income from our treasury operations is subject to volatility due to, among other things, changes in interest rates
as well as other market fluctuations. For example, an increase in interest rates may have a negative impact on the value
of certain investments such as government securities and corporate bonds and may require us to mark down the value
of these investments on our balance sheet and recognize a loss on our income statement. Though we currently do not
invest in corporate debt instruments as part of our normal business, we may decide to do so in the future and
consequently expose ourselves to the risk of the issuer defaulting on its obligations. Changes in corporate bond spreads
also affect valuations and expose us to risk of valuation losses. Although we have risk and operational controls and
procedures in place for our treasury operations, such as sensitivity limits, position limits, stop loss limits and exposure
limits, that are designed to mitigate the extent of such losses, there can be no assurance that we will not incur losses in
the course of trading on our fixed income book in our held-for-trading and available-for-sale portfolio. Any such losses
may materially and adversely affect our business, financial condition, results of operations, cash flows and prospects.

Our Bank had restated loss for the year in Fiscal 2018. Any restated loss for the year in future could adversely
affect our operations and financial conditions and the trading price of our Equity Shares.

In Fiscal 2018, our Bank had restated loss for the year of ¥898.38 million. Any restated loss for the year in future could
adversely affect our operations and financial conditions and the trading price of our Equity Shares. For further details,
see “Financial Statements” on page 234.

Negative cash flows from operating activities in the future could adversely affect our cash flow requirements,
our ability to operate our business and implement our growth plans, thereby affecting our financial
performance.

We have in the past, and may in the future, experience negative cash flows from operating activities. The following
table sets forth certain information relating to our cash flows from operating activities for the periods indicated:
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Particulars Fiscal Year Nine Months Ended
December 31,
2018 | 2019 | 2020 2020

® million)
Net cash generated (used in) (4,515.22) (2,746.46) 4,693.81 2,208.93
operating activities..................

Negative cash flows over extended periods, or significant negative cash flows in the short term, may materially impact
our ability to operate our business and implement our growth plans. As a result, our business, financial condition,
results of operations, cash flows and prospects may be materially and adversely affected. For further details, see
"Management's Discussion and Analysis of Financial Condition and Results of Operations" on page 288.

Changes in our defined benefit gratuity plan’s liabilities and obligations could have a materially adverse effect
on us.

We operate a defined benefit gratuity plan in respect of certain eligible employees. The defined benefit gratuity plan
is administered by a Board of Trustees and funded with an insurance company in the form of qualifying insurance
policy. Should the value of assets to liabilities in respect of the defined benefit scheme operated by us record a deficit,
due to either a reduction in the value of the defined benefit gratuity plan's assets (depending on the performance of
financial markets) and/or an increase in the defined benefit gratuity plan's liabilities due to changes in legislation,
mortality assumptions, discount rate assumptions, inflation, the expected rate of return on scheme assets, or other
factors, this may result in us having to make increased contributions to reduce or satisfy the deficits which may divert
resources from use in other areas of our business and reduce our capital resources.

Potential employee strikes and other disputes with employees could have a materially adverse effect on our
business and operations.

None of our workforce is currently unionized. However, there is a risk that our employees may choose to unionize in
the future. Labor unions for banking employees organize strikes, and we may in the future be affected by strikes, work
stoppages or other labor disputes if any portion of our workforce were to become part of a union in the future. In the
event of a labor dispute, protracted negotiations and strike action may impair our ability to carry on our day-to-day
operations and, if not resolved in a timely manner, may materially and adversely affect our business, financial
condition, results of operations, cash flows and prospects. Further, there have been instances of complaints to our
Prevention of Sexual Harassment Committee, pertaining to sexual harassment cases. While such cases have been
investigated and resolved in the mandated timeframe under applicable law and appropriate steps have been taken by
us to address similar issues, we cannot assure that we may not encounter similar cases in the future, which if not
resolved in a timely manner, could affect our brand and reputation.

Our ability to pay dividends in the future will depend upon future earnings, financial condition, cash flows,
working capital requirements, capital expenditures and lender consents and there can be no assurance that we
will be able to pay dividends in the future.

We currently intend to invest our future earnings, if any, to fund our growth. The amount of our future dividend
payments, if any, will depend upon our future earnings, financial condition, cash flows, working capital requirements,
capital expenditures and business prospects. We may decide to retain all of our earnings to finance the development
and expansion of our business and, therefore, may not declare dividends on our Equity Shares. We have not paid any
dividends historically on our Equity Shares and there can be no assurance that we will be able to or choose to pay
dividends in the future. In terms of Section 15 of the Banking Regulation Act, a banking company is permitted to
declare dividends only upon all of its capitalised expenses being written off. For details, see "Dividend Policy" on page
213.

We will continue to be controlled by our Promoter after the completion of the Offer and any substantial change
in our Promoter’s shareholding will have an impact on the trading price of our Equity Shares and result in us
not complying with one of our regulatory requirements, which could have an adverse effect on our business,
financial condition, results of operations and cash flows.

Following completion of the Offer, our Promoter, will continue to hold a significant percentage of our Equity Share
capital. Our Promoter will, therefore, be able to control the outcome of matters submitted to our Board or Shareholders
for approval. After the Offer, our Promoter will continue to exercise significant control or influence over our business
and major policy decisions. The trading price of our Equity Shares may be adversely affected if potential new investors
are disinclined to invest in us because they perceive disadvantages to a large shareholding being concentrated in our
Promoter. As at the date of this Draft Red Herring Prospectus, our Promoter holds 173,489,568 Equity Shares, or
78.59% of our issued, subscribed and paid-up Equity Share capital. Upon completion of the Offer, our Promoter will
hold [#]% of our Equity Share capital. For details of our Equity Shares held by our Promoter, see "Capital Structure”
on page 68.
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Pursuant to a sanction letter dated September 23, 2020 ("Sanction Letter"), Tata Capital Financial Services Limited
("Tata Capital™) has sanctioned a loan to our Promoter. Pursuant to the Sanction Letter, read with the Loan-cum-
Pledge Agreement dated January 27, 2021 and Capping Letter dated February 26, 2021, our Promoter has borrowed
%370 million and has pledged 2,331,150 Equity Shares in favor of Tata Capital. As of the date of the DRHP, the
outstanding amount on the loan is ¥270 million.

In the event of non-adherence of the terms under such loan and security arrangements, the pledge on our Promoter's
shares may be invoked. If this was to happen, the trading price of the Equity Shares may be adversely affected. As a
result, we may not be able to conduct our business or implement our strategies as currently planned, which may have
an adverse effect on our business.

On November 20, 2020, the RBI released the Report of the Internal Working Group to Review Extant Ownership
Guidelines and Corporate Structure for Indian Private Sector Banks ("Report"). Pursuant to the Report, it is proposed
that pledge of shares by promoters during the lock-in period be disallowed if there are insufficient unencumbered
shares to meet the lock-in requirements. In the event that such recommendations are legally enforced by the RBI, our
Promoter may need to find an alternate means of providing collateral or security for its loans. Further, we cannot assure
you that our Promoter will be able to offer alternate collateral that will be acceptable to its lenders.

Our non-convertible debentures are listed on the BSE and we are subject to rules and regulations with respect
to such listed non-convertible debentures. If we fail to comply with such rules and regulations, we may be
subject to certain penal actions, which may have an adverse effect on our business, results of operations,
financial condition and cash flows.

Our non-convertible debentures are listed on the debt segment of BSE. We are required to comply with various
applicable rules and regulations, including the Securities and Exchange Board of India (Issue and Listing of Debt
Securities) Regulations, 2008 and applicable provisions of the Listing Regulations, in terms of our listed non-
convertible debentures. If we fail to comply with such rules and regulations, we may be subject to certain penal actions,
including, without limitation, restrictions on the further issuance of securities and the freezing of transfers of securities,
which may have an adverse effect on our business, results of operations, financial condition and cash flows.

For details of such listed non-convertible debentures, see “Financial Indebtedness” on page 317.

We have commissioned the CRISIL Report from CRISIL Limited, which have been used for industry related
data in this Draft Red Herring Prospectus and such data has not been independently verified by us.

We have commissioned the CRISIL Report. The report uses certain methodologies for market sizing and forecasting.
Neither we, nor any of the Managers nor any of their respective affiliates have independently verified such data and
therefore, while we believe them to be true, we cannot assure you that they are complete or reliable. The report uses
certain methodologies for market sizing and forecasting. We have not independently verified such data and therefore,
while we believe them to be true, we cannot assure you that they are complete or reliable. Accordingly, investors
should read the industry related disclosure in this Draft Red Herring Prospectus in this context. Industry sources and
publications are also prepared based on information as of specific dates and may no longer be current or reflect current
trends. Industry sources and publications may also base their information on estimates, projections, forecasts and
assumptions that may prove to be incorrect. While industry sources take due care and caution while preparing their
reports, they do not guarantee the accuracy, adequacy or completeness of the data. Accordingly, investors should not
place undue reliance on, or base their investment decision solely on this information.

Significant differences exist between Indian GAAP and other accounting principles, such as U.S. GAAP, which
investors may be more familiar with and may consider material to their assessment of our financial condition.

Our financial statements are prepared and presented in conformity with Indian GAAP. No attempt has been made to
reconcile any of the information given in this Draft Red Herring Prospectus to any other principles or to base it on any
other standards. Indian GAAP differs in certain significant respects from U.S. GAAP and other accounting principles
with which prospective investors may be familiar in other countries. If our financial statements were to be prepared in
accordance with such other accounting principles, our results of operations, cash flows and financial position may be
substantially different. Prospective investors should review the accounting policies applied in the preparation of our
financial statements, and consult their own professional advisers for an understanding of the differences between these
accounting principles and those with which they may be more familiar.

In this Draft Red Herring Prospectus, we have included certain non-GAAP financial measures and certain
other selected statistical information related to our operations and financial performance. These non-GAAP
measures and statistical information may vary from any standard methodology that is applicable across the
financial services industry, and therefore may not be comparable with financial or statistical information of
similar nomenclature computed and presented by other financial services companies.

Certain non-GAAP financial measures and certain other statistical information relating to our operations and financial
performance have been included in this Draft Red Herring Prospectus (in particular in the section on Selected
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50.

51.

52.

Statistical Information). We compute and disclose such non-GAAP financial measures and other statistical information
relating to our operations and financial performance as we consider such information to be useful measures of our
business and financial performance. We have also included in this Draft Red Herring Prospectus financial information
that may be different from those followed by other financial services companies. For further details, see ”Selected
Statistical Information” on page 214. These non-GAAP financial measures and other statistical and other information
relating to our operations and financial performance may not be computed on the basis of any standard methodology
that is applicable across the financial services industry. Therefore, such information may not be comparable to financial
measures and statistical information of similar nomenclature that may be computed and presented by other NBFCs,
NBFC-MFIs, SFBs and other financial services companies and accordingly prospective investors are cautioned not to
place undue reliance on such non-GAAP financial measures.

We will not receive any proceeds from the Offer for Sale

The Offer includes a Fresh Issue and the Offer for Sale. The proceeds from the Offer for Sale will be paid to the
Promoter Selling Shareholder and we will not receive any such proceeds. For further details, see "Objects of the Offer"
and "Capital Structure" on pages 87 and 68, respectively.

Our business is subject to seasonality, which may contribute to fluctuations in our results of operations and
financial condition.

We experience some seasonality in our business, as demand by our customers for new microloans is primarily
concentrated during the third and fourth quarters of the fiscal year owing to agricultural conditions, festive season
demand and other factors. Because of this demand, we typically disburse more microloans during our third and fourth
quarters than during our first and second quarters.

Accordingly, our results of operations in one quarter may not accurately reflect the trends for the entire financial year
and may not be comparable with our results of operations for other quarters.

Any future hedging strategies may not be successful in preventing all risk of losses.

In the future, we may utilize a variety of financial instruments, such as derivatives, interest rate swaps, futures and
forward contracts to seek to hedge against any declines in our assets as a result of changes in currency exchange rates,
certain changes in the equity markets and market interest rates and other events. Hedging transactions may also limit
the opportunity for gain if the value of the hedged positions should increase, it may not be possible for us to hedge
against a change or event at a price sufficient to fully protect our assets from the decline in value of the positions
anticipated as a result of such change. In addition, it may not be possible to hedge against certain changes or events at
all. While we may enter into such transactions to seek to reduce currency exchange rate and interest rate risks, or the
risks posed by the occurrence of certain other events, unanticipated changes in currency or interest rates or the non-
occurrence of other events being hedged may result in our poorer overall performance than if we had not engaged in
any such hedging transaction. In addition, the degree of correlation between price movements of the instruments used
in a hedging strategy and price movements in the position being hedged may vary. Moreover, for a variety of reasons,
we may not seek to establish a perfect correlation between such hedging instruments and the positions being hedged.
Such imperfect correlation may prevent us from achieving the intended hedge or expose us to additional risk of loss.

We may undertake strategic investments or divestments, acquisitions and joint ventures, which may not
perform in line with our expectations.

We may, depending on our management's view and market conditions, pursue strategic investments or divestments,
undertake acquisitions and enter into joint ventures.

We may enter into various acquisitions including the acquisition of certain portfolios or accounts classified as standard
assets, in their entirety or in part, from other banks or non-banking financial institutions, for the purpose of meeting
PSL requirements as specified by RBI, in each case to the extent permitted under the Laws applicable to us. We may
only be able to undertake limited diligence on the security and collateral of such acquired accounts, so there are no
assurances that the asset quality, creditworthiness of such borrowers or the security and collateral provided under these
portfolios and accounts are of a similar level to our existing borrowers, portfolios or accounts. This may result in
difficulties should any of such portfolios or accounts enter into default, which might materially and adversely affect
our business, financial condition, results of operations, cash flows and prospects.

We cannot assure you that we will be able to undertake such strategic investments or divestments, acquisitions
(including by way of a merger, or share or asset acquisition) or joint ventures in the future, either on terms acceptable
to us or at all. Moreover, we require regulatory approval for acquisitions, and we cannot guarantee that we will receive
such approvals in a timely manner, or at all.

We may have future plans to be involved in new businesses, including complementary businesses, technologies,
services and products, and we may enter into strategic partnerships or joint ventures with parties that we believe can
provide access to new markets, technology, capabilities or assets.
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These new businesses subject us to many risks, and we can provide no assurances that any such ventures will be
successful or meet our expectations. In addition, these new ventures may require regulatory approvals, and we cannot
assure you that we will be able to procure such approvals, either in a timely manner or at all. If these new ventures are
not successful, we may suffer losses, dilute value to shareholders or may not be able to take advantage of appropriate
investment opportunities or conclude transactions on terms commercially acceptable to us. These ventures may require
significant investments of capital and we may not realize our expected (or any) returns on these investments. Our
management may also need to divert its attention from our operations in order to integrate such new businesses, which
may affect the quality of operational standards and our ability to retain the business of our existing customers. We may
also have difficulty in integrating the acquired products, services, solutions, technologies, management and employees
into our operations. We may face litigation or other claims arising out of our new businesses, including disputes with
regard to additional payments or other closing adjustments. These difficulties may disrupt our ongoing business,
distract our management and employees, and increase our expenses. As a result, our business, financial condition,
results of operations, cash flows and prospects may be materially adversely affected.

Our funding requirements and the proposed deployment of Net Proceeds have not been appraised and our
management will have broad discretion over the use of the Net Proceeds.

We intend to utilize the Net Proceeds to augment our Tier | capital base to meet our future capital requirements, which
are expected to arise out of growth in our assets, primarily our advances and investment portfolio, and to ensure
compliance with applicable RBI regulations and guidelines. For further details, see “Objects of the Offer - Net
Proceeds” on page 87. As stipulated in Regulation 41 of the SEBI ICDR Regulations, we are not required to appoint
a monitoring agency for the use of the Net Proceeds and we do not intend to do so. Our proposed deployment of the
Net Proceeds has not been appraised and it is based on management estimates. Under the SEBI ICDR Regulations, we
are not required to appoint a monitoring agency for the Offer and deployment of the Fresh Issue proceeds will be
entirely at our discretion. Our management will therefore have broad discretion to use the Net Proceeds. Various risks
and uncertainties, including those set forth in this section, may limit or delay our efforts to use the Net Proceeds to
achieve profitable growth in our business. Accordingly, the use of the Net Proceeds may not result in the growth of
our business or increased profitability.

EXTERNAL RISK FACTORS

Risks Relating to Regulations

54.

We depend on various licenses issued by domestic regulators and we are subject to supervision and inspection
by authorities such as the RBI. Any failure to obtain or renew our licenses in a timely manner, or non-
compliance with the terms and conditions of such licenses or directions or observations issued by such
authorities, may materially adversely affect our business, results of operation, financial condition and cash
flows.

We are required to maintain various licenses and registrations issued by a variety of regulators, including the RBI and
IRDAI, for various aspects of our operations. Any failure to obtain, renew or maintain any required approvals, permits
or licenses, may result in the interruption of all or some of our operations, which could adversely affect our business,
results of operations and cash flows. Any licenses we have obtained may also be revoked if we fail to comply with
any of the terms or conditions of such license, or restrictions may be placed on our operations. For instance, the RBI
In-Principle Approval and RBI Final Approval require us to comply with certain terms and conditions. In the event
that we are unable to comply with any or all of these terms and conditions, or seek waivers or extensions of time for
complying with these terms and conditions, it is possible that the RBI may revoke this license or may place stringent
restrictions on our operations. For further details, including pending material approvals and licenses, see "Government
and Other Approvals" on page 323. We may not have, or may not receive, all necessary approvals, or be able to obtain
renewals of all our approvals within the time frames anticipated by us or may not obtain the same at all, which could
materially adversely affect our business, results of operation, financial condition and cash flows.

In addition, we require several registrations to operate our banking outlets in the ordinary course of business. These
registrations include those required to be obtained or maintained under applicable legislations governing shops and
establishments, professional tax, labor-related registrations, GST registrations and trade licenses of the particular state
in which we operate. Some of these approvals may have expired in the ordinary course, and we have either applied, or
are in the process of applying for renewals of them. For further information, see "Government and Other Approvals"
on page 323. If we fail to obtain or retain any of these approvals or licenses, or renewals thereof, in a timely manner,
or at all, our business may be adversely affected.

In the future, we may be required to obtain new registrations, permits and approvals for any of our existing business,
as a result of change in current regulations or for any proposed expansion strategy or diversification into additional
business lines or new financial products. There can be no assurance that the relevant authorities will issue any permits
or approvals required by us in a timely manner, or at all, and/or on favorable terms and conditions. The RBI issues
instructions and guidelines to banks on banking outlet authorization from time to time.
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As a bank which is regulated by the RBI, we are subject to periodic on-site inspections by the RBI on all matters
addressing our banking operations and relating to, among other things, solvency and capital adequacy, asset quality,
management, earnings, liquidity management and systems and control. Typically, during the course of finalizing an
inspection, the RBI shares its findings and recommendations with the entity being inspected and provides such entity
with an opportunity to provide clarifications, additional information and, where necessary, justification for a different
position, if any, than that observed by the RBI. The RBI incorporates such findings in its final inspection report and,
upon final determination by the RBI of the inspection results, the inspected entity is required to take actions specified
therein by the RBI to its satisfaction, including, without limitation, requiring such entity to make provisions, impose
internal limits on lending to certain sectors and tighten controls and compliance measures and restricting our lending
and investment activities.

In its recent inspection report issued to our Bank, the RBI has, among other things, provided certain observations in
relation to our operations, including: (a) absence of detailed roadmap with definitive milestones for reduction of our
Promoter’s stake in our Bank, as per regulatory requirements; (b) increase in write-offs for Fiscal 2020 by 347.24%
on a year on year basis over Fiscal 2019; (c) not conducting cost-benefit analysis prior to undertaking automation of
existing processes; (d) lack of remedial actions to reduce incidents of robbery and theft; (e) not conducting periodical
training on business continuity plan for our Bank’s staff; (f) delay in publishing audit reports; (g) lack of independent
and effective oversight and monitoring of ALM alerts; (h) high concentration of advances under microfinance loans;
(i) no Bank signatures on certain loans originating through business correspondents, where the Bank was not a party
to the loan documentation; (j) gaps in the credit appraisal process and the monitoring of end-use of funds; (k) lack of
any verification to identify and authenticate the information provided by borrowers before classifying them as priority
sector; and (1) classification of two-wheeler loans, amounting to ¥ 100 million, as priority sector advances.

While we have responded to, or are in the process of responding to, such observations, in the event we are unable to
comply with the observations made by the RBI, we could be subject to penalties and restrictions which may be imposed
by the RBI. Imposition of any penalty or adverse findings by the RBI during the ongoing or any future inspections
may have an adverse effect on our business, results of operations, financial condition and reputation.

The bankruptcy code in India may affect our rights to recover loans from our customers.

The Insolvency and Bankruptcy Code, 2016 ("IBC™) was notified on August 5, 2016. The IBC offers a uniform and
comprehensive insolvency legislation encompassing all companies, partnerships and individuals (other than financial
firms). It allows creditors to assess the viability of a debtor as a business decision, and agree upon a plan for its revival
or a speedy liquidation. The IBC creates a new institutional framework, consisting of a regulator, insolvency
professionals, information utilities and adjudicatory mechanisms, which will facilitate a formal and time-bound
insolvency resolution and liquidation process.

In case insolvency proceedings are initiated against our debtor, we may not have complete control over the recovery
of amounts due to us. Under the IBC, upon invocation of an insolvency resolution process, a committee of creditors is
constituted by the interim resolution professional, wherein each financial creditor is given a voting share proportionate
to the debts owed to it. Any decision of the committee of creditors must be taken by a vote of not less than 75% of the
voting share of all financial creditors. Any resolution plan approved by committee of creditors is binding upon all
creditors, even if they vote against it.

In case a liquidation process is opted for, the IBC provides for a fixed order of priority in which proceeds from the
sale of the debtor's assets are to be distributed. Before sale proceeds are distributed to a secured creditor, they are to
be distributed for the costs of the insolvency resolution and liquidation processes and debts owed to workmen and
other employees. Further, under this process, dues owed to the Central and State Governments rank below the claims
of secured creditors, workmen and other employee dues and unsecured financial creditors. Pursuant to an amendment
to the IBC, allottees in a real estate project are considered on par with financial creditors. Moreover, other secured
creditors may decide to opt out of the process, in which case they are permitted to realize their security interests in
priority.

Accordingly, if the provisions of the IBC are invoked against any of our borrowers, it may affect our ability to recover
our loans from the borrowers and enforcement of our rights will be subject to the IBC.

RBI guidelines relating to prompt corrective action could materially and adversely affect our business, financial
condition, results of operations, cash flows and prospects.

On April 13, 2017, the RBI revised the Prompt Corrective Action ("PCA") framework for banks. The new PCA
framework has stipulated thresholds for capital ratios, non-performing assets, profitability and leverage for banks.
When the PCA framework is triggered, the RBI would have a range of discretionary actions it can take to address the
outstanding issues. These discretionary actions include conducting special supervisory meetings, conducting reviews,
inspections and special audits of us, advising banks' boards for altering business strategy, review of capital planning,
restricting staff expansion, imposing restrictions on director's or management's compensation, as applicable, removing
of managerial persons and superseding the Board of Directors. If we were to violate the RBI's rules and regulations
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and become covered by the PCA framework, it could materially and adversely affect our business, financial condition,
results of operations, cash flows and prospects.

Our customers may engage in certain transactions in or with countries or persons that are subject to U.S. and
other sanctions.

U.S. law generally prohibits U.S. persons from directly or indirectly investing or otherwise doing business in or with
certain countries that are the subject of comprehensive sanctions and with certain persons or businesses that have been
specially designated by the OFAC or other U.S. government agencies. Other governments and international or regional
organizations also administer similar economic sanctions.

We provide services to our customers, who may be doing business with, or located in, countries to which certain
OFAC-administered and other sanctions apply, such as Iran. Although we believe we have compliance systems in
place that are sufficient to block prohibited transactions, there can be no assurance that we will be able to fully monitor
all of our transactions for any potential violation. Although we do not believe that we are in violation of any applicable
sanctions, if it were determined that transactions in which we participate violate U.S. or other sanctions, we may be
subject to U.S. or other penalties, and our reputation and future business prospects in the United States or with U.S.
persons, or in other jurisdictions, could be adversely affected. We rely on our staff to be up-to-date and aware of the
latest sanctions in place. Further, investors in the Equity Shares may incur reputational or other risks as the result of
our customers' dealings in or with countries or with persons that are the subject of U.S. sanctions.

RBI may remove any employee, managerial person or may supersede our Board of Directors in certain
circumstances.

The Banking Regulation Act confers powers on the RBI to remove from office any directors, chairman, chief executive
officer or other officers or employees of a bank in certain circumstances. RBI also has the powers to supersede the
board of directors of a bank and appoint an administrator to manage the bank for a period of up to 12 months in certain
circumstances. The RBI may exercise powers of supersession where it is satisfied, in consultation with the Central
Government that it is in the public interest to do so, to prevent the affairs of any bank from being conducted in a
manner that is detrimental to the interest of the depositors, or for securing the proper management of any bank. Should
any of the steps as explained herein are taken by RBI, our business, financial condition, results of operations, cash
flows and prospects may be materially and adversely affected.

Changing laws, rules and regulations and legal uncertainties, including adverse application of RBI regulations
or tax laws and regulations, across the multiple jurisdictions we operate in, may materially adversely affect our
business, financial condition, results of operations, cash flows and prospects.

Our business and financial performance may be materially adversely affected by changes in the laws, rules, regulations
or directions applicable to us and our general and microfinance businesses, or the interpretations of such existing laws,
rules and regulations, or the promulgation of new laws, rules and regulations.

The governmental and regulatory bodies may notify new regulations and/ or policies, which may require us to obtain
approvals and licenses from the government and other regulatory bodies, impose onerous requirements and conditions
on our operations, in addition to those which we are undertaking currently, or change the manner in which we conduct
KYC or authenticate our customers. Any such changes and the related uncertainties with respect to the implementation
of new regulations may have a material adverse effect on our business, financial condition and results of operations.

In addition, unfavorable changes in or interpretations of existing, or the promulgation of new, laws, rules and
regulations including foreign investment laws governing our business, operations and investments in us by non-
residents, could result in us being deemed to be in contravention of such laws and/ or may require us to apply for
additional approvals.

Tax and other levies imposed by the central and state governments in India that affect our tax liability include central
and state taxes and other levies, income tax, turnover tax, goods and service tax, stamp duty and other special taxes
and surcharges which are introduced on a temporary or permanent basis from time to time. The final determination of
our tax liabilities involves the interpretation of local tax laws and related regulations in each jurisdiction as well as the
significant use of estimates and assumptions regarding the scope of future operations and results achieved and the
timing and nature of income earned and expenditures incurred. Moreover, the central and state tax scheme in India is
extensive and subject to change from time to time. For instance:

. the GAAR became effective from April 1, 2017. While the intent of this legislation is to prevent business
arrangements set up with the intent to avoid tax incidence under the Income Tax Act, 1961, certain
exemptions have been notified, viz., (i) arrangements where the tax benefit to all parties under an arrangement
is less than X 30 million, (ii) where FlIs have nottaken benefit of a double tax avoidance tax treaty under
Section 90 or 90A of the Income Tax Act, 1961 and have invested in listed or unlisted securities with SEBI
approval, (iii) where a non-resident has made an investment, either direct or indirect, by way of an offshore
derivative instrument in an FIl. Further, investments made up to March 31, 2017 will not be subject to GAAR
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provided that GAAR may apply to any business arrangement pursuant to which tax benefit is obtained on or
after April 1, 2017, irrespective of the date on which such arrangement was entered into;

. the Government of India has implemented a comprehensive national GST regime that combines taxes and
levies by the Central and State Governments into a unified rate structure. In this regard, the Constitution (One
hundred and first Amendment) Act, 2016 enables the Governmentof India and state governments to introduce
GST. While the Government of India and certain state governments have announced that all committed
incentives will be protected following the implementation of the GST, given the limited availability of
information in the public domain concerning the GST, we cannot assure you as to this or any other aspect of
the tax regime following implementation of the GST. The implementation of this rationalized tax structure
may be affected by any disagreement between certain state governments, which may create uncertainty. Any
future increases or amendments may affect the overall tax efficiency of companies operating in India and
may result in significant additional taxes becoming payable. If, as a result of a particular taxrisk materializing,
the tax costs associated with certain transactions are greater than anticipated, it could affect the profitability
of such transactions; and

. The Government of India has announced the union budget for Fiscal 2022 which introduced various
amendments having an impact across various sectors including the industry in which we operate. We cannot
predict whether any amendments made pursuant to the Finance Act, 2021 would have a material adverse
effect on our business, financial condition and results of operations

In India, the Supreme Court, in a judgment delivered on 24 August 2017, has held that the right to privacy
is a fundamental right. Following this judgment, the Government of India is considering enactment of Personal Data
Protection Bill, 2019 (“Data Protection Bill”) for implementing organizational and technical measures in processing
personal data and lays down norms for cross-border transfer of personal data and to ensure the accountability of entities
processing personal data. The enactment of the Data Protection Bill may introduce stricter data protection
norms for a company such as us and may impact our processes.

We have not determined the impact of these recent and proposed laws and regulations on our business. Uncertainty in
the applicability, interpretation or implementation of any amendment to, or change in, governing law, regulation or
policy in the jurisdictions in which we operate, including by reason of an absence, or a limited body, of administrative
or judicial precedent may be time consuming as well as costly for us to resolve and may impact the viability of our
current business or restrict our ability to grow our business in the future. For instance, the Supreme Court of India has
in a decision clarified the components of basic wages which need to be considered by companies while making
provident fund payments, which resulted in an increase in the provident fund payments to be made by companies.
Further, as of December 31, 2020, we had a total of 8,114 full-time employees. Our full-time employees are employed
by us and are entitled to statutory employment benefits, such as defined benefit gratuity plan, among others. In addition
to our full-time employees, we empanel agencies for our outsourcing requirements and also engage persons on a
contractual basis.

We are subject to various labor laws and regulations governing our relationships with our employees and contractors,
including in relation to minimum wages, working hours, overtime, working conditions, hiring and terminating the
contracts of employees and contractors, contract labor and work permits.

A change of law that requires us to increase the benefits to the employees from the benefits now being provided may
create potentially liability for us. Such benefits could also include provisions which reduce the number of hours an
employee may work for or increase in number of mandatory casual leaves, which all may affect the productivity of
the employees.

A change of law that requires us to treat and extend benefits to our outsourced personnel, and personnel retained on a
contractual basis, similar to our full-time employees may create potential liability for us. If we fail to comply with
current and future health and safety and labor laws and regulations at all times, including obtaining relevant statutory
and regulatory approvals, this may materially and adversely affect our business, financial condition, results of
operations, cash flows and prospects.

Risks Relating to India

60.

India's existing credit information infrastructure may cause increased risks of loan defaults.

All of our business is located in India. India's existing credit information infrastructure may pose problems and
difficulties in running a robust credit check on our borrowers. We may also face difficulties in the due diligence process
relating to our customers or to any security or collateral we take in relation to our loans. We may not be able to run
comprehensive searches relating to the security and there are no assurances that any searches we undertake will be
accurate or reliable. Hence, our overall credit analysis may be less robust as compared to similar transactions in more
developed economies. Any inability to undertake a fulsome due diligence or credit check may result in an increase in
our NPAs and we may have to increase our provisions correspondingly. Any of the foregoing may have a material
adverse effect on our business, financial condition, results of operations and cash flows.
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Financial instability in other countries may cause increased volatility in Indian financial markets.

The Indian market and the Indian economy are influenced by economic and market conditions in other countries,
particularly emerging market countries in Asia. Although economic conditions are different in each country, investors'
reactions to developments in one country can have adverse effects on the securities of companies in other countries,
including India. A loss of investor confidence in the financial systems of other emerging markets may cause increased
volatility in Indian financial markets and, indirectly, in the Indian economy in general. Any worldwide financial
instability could also have a negative impact on the Indian economy. Financial disruptions may occur again and could
harm our business, our future financial performance and the prices of the Equity Shares.

We are subject to regulatory, economic and social and political uncertainties and other factors beyond our
control.

We are incorporated in India and we conduct our corporate affairs and our business in India. Our Equity Shares are to
be listed on the BSE and the NSE. Consequently, our business, operations, financial performance and the market price
of our Equity Shares will be affected by interest rates, government policies, taxation, social and ethnic instability and
other political and economic developments affecting India.

Factors that may adversely affect the Indian economy, and hence our results of operations may include:

J any exchange rate fluctuations, the imposition of currency controls and restrictions on the right to convert or
repatriate currency or export assets;

° the impact of international trade wars or uncertain or unfavorable policies on international trade or (whether
or not directly involving the Government of India);

° any scarcity of credit or other financing in India, resulting in an adverse effect on economic conditions in
India and scarcity of financing for our expansions;

° prevailing income conditions among Indian customers and Indian corporations;

o epidemic or any other public health in India or in countries in the region or globally, including in India's
various neighboring countries;

o macroeconomic factors and central bank regulation, including in relation to interest rates movements which
may in turn adversely impact our access to capital and increase our borrowing costs;

° volatility in, and actual or perceived trends in trading activity on, India's principal stock exchanges;
o decline in India's foreign exchange reserves which may affect liquidity in the Indian economy;
o political instability, including terrorism or military conflict in India or in countries in the region or globally,

including in India's various neighboring countries;
L civil unrest, acts of violence, regional conflicts or situations or war may adversely affect the financial markets;

L international business practices that may conflict with other customs or legal requirements to which we are
subject, including anti-bribery and anti-corruption laws;

L logistical and communication challenges;
L downgrading of India's sovereign debt rating by rating agencies;
o changes in government policies, including taxation policies, social and civil unrest and other political, social

and economic developments in or affecting India;
° occurrence of natural calamities and force majeure events;

o difficulty in developing any necessary partnerships with local businesses on commercially acceptable terms
and/or a timely basis; and

° being subject to the jurisdiction of foreign courts, including uncertainty of judicial processes and difficulty
enforcing contractual agreements or judgments in foreign legal systems or incurring additional costs to do so.
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Any slowdown or perceived slowdown in the Indian economy, or in specific sectors of the Indian economy, could
materially adversely affect our business, financial condition, results of operations, cash flows and prospects.

Investors may have difficulty enforcing foreign judgments in India against us or our management.

Our Bank is incorporated in India. All of our Directors named herein save for Mr. Varun Sabhlok are residents of India
and substantially all of our assets and the assets of such persons are located in India. As a result, it may not be possible
for investors outside of India to effect service of process on us or such persons from their respective jurisdictions
outside of India, or to enforce against them judgments obtained in courts outside of India. Further, there are
considerable delays in the disposal of suits by Indian courts. It may be unlikely that a court in India would award
damages on the same basis as a foreign court if an action is brought in India. Furthermore, it may be unlikely that an
Indian court would enforce foreign judgments if it viewed the amount of damages awarded as excessive or inconsistent
with public policy in India.

Risks Relating to the Equity Shares

64.
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Financial difficulty and other problems in certain financial institutions in India could materially adversely
affect our business and the price of our Equity Shares.

We are exposed to the risks of the Indian financial system by being a part of the system. The commercial soundness
of financial institutions in India may be closely related as a result of credit, trading, clearing or other relationships.
Such "systemic risk" may materially adversely affect financial intermediaries, such as clearing agencies, banks,
securities firms and exchanges with which we interact on a daily basis. Any such difficulties or instability of the Indian
financial system in general could create an adverse market perception about Indian financial institutions and banks
and materially adversely affect our business. Our transactions with these financial institutions expose us to various
risks in the event of default by a counterparty, which can be exacerbated during periods of market illiquidity.

Investors may be subject to Indian taxes arising out of capital gains and stamp duty on the sale of the Equity
Shares.

Under current Indian tax laws, unless specifically exempted, capital gains arising from the sale of equity shares in an
Indian company are generally taxable in India. The Income Tax Act levies taxes on such long-term capital gains
exceeding X 100,000 arising from sale of equity shareson or after April 1, 2018, while continuing to exempt the
unrealized capital gains earned up to January 31, 2018 on such equity sharessubject to specific conditions.
Accordingly, you may be subject to payment of long-term capital gains tax in India, in addition to payment of a
securities transaction tax ("STT"), on the sale of any Equity Shares held for more than 12 months. STT will be levied
on and collected by a domestic stock exchange on which the Equity Shares are sold. Any gain realized on the sale of
Equity Shares held for more than 12 months, which are sold other than on a recognized stock exchange and on which
no STT has been paid, will be subject to long term capital gains tax in India. Further, any gain realized on the sale of
listed equity shares held for a period of 12 months or less will be subject to short term capital gains tax in India. Capital
gains arising from the sale of the Equity Shares will be exemptfrom taxation in India in cases where the exemption
from taxation in India is provided under a treaty between India and the country of which the seller is resident.
Generally, Indian tax treaties do not limit India's ability to impose tax on capital gains. As a result, residents of other
countries may be liable for tax in India as well as in their own jurisdiction on a gain upon the sale of the Equity Shares.

The Government of India has announced the union budget for Fiscal 2022 and the Finance Bill, 2021 ("Finance Bill")
has been introduced in the Lok Sabha on February 1, 2021. The Finance Bill received assent from the President of
India on March 28, 2021, and has been enacted as the Finance Act, 2021. There is no certainty on the impact that the
Finance Act, 2021 may have on our business and operations or on the industry in which we operate. We cannot predict
whether any amendments made pursuant to the Finance Act, 2021 would have an adverse effect on our business,
financial condition and results of operations. Unfavorable changes in or interpretations of existing, or the promulgation
of new, laws, rules and regulations including foreign investment and stamp duty laws governing our businessand
operations could result in us being deemed to be in contravention of such laws and may require us to apply for
additional approvals. For instance, the Supreme Court of India has in a decision clarified the components of basic
wages which need to be considered by companies while making provident fund payments, which resulted in an increase
in the provident fund payments to be made by companies. Any such decisions in future or any further changes in
interpretation of laws may have an impact on our results of operations.

Earlier, the Finance Act, 2019, had clarified that in the absence of a specific provision under an agreement, the liability
to pay stamp duty in case of sale of securities through stock exchanges will be on the buyer, while in other cases of
transfer for consideration through a depository, the onus will be on the transferor. The stamp duty for transfer of
securities other than debentures, on a delivery basis is specified at 0.015% and on a non-delivery basis is specified at
0.003% of the consideration amount. These provisions have been notified with effect from July 1, 2020. Further, we
cannot predict whether any tax laws or other regulations impacting us will be enacted, or predict the nature and impact
of any such laws or regulations or whether, if at all, any laws or regulations would have a material adverse effect on
our business, results of operations and financial condition.
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The Equity Shares have never been publicly traded and the Offer may not result in an active or liquid market
for the Equity Shares.

Prior to the Offer, there has been no public market for the Equity Shares, and an active trading market on the Indian
Stock Exchanges may not develop or be sustained after the Offer. Listing and quotation does not guarantee that a
market for the Equity Shares will develop, or if developed, the liquidity of such market for the Equity Shares. Further,
the price of the Equity Shares may be volatile, and the investors may be unable to resell the Equity Shares at or above
the Offer Price, or at all. The market price of the Equity Shares may be subject to significant fluctuations in response
to, among other factors, variations in our operating results, market conditions specific to the industry we operate in,
developments relating to India and volatility in the Stock Exchanges and securities markets elsewhere in the world.

The Offer Price may not be indicative of the market price of the Equity Shares after the Offer.

The Offer Price will be determined by us and the Promoter Selling Shareholder in consultation with the Managers
through the Book Building Process. This price will be based on numerous factors, including as described under "Basis
for Offer Price” on page 90 and may not be indicative of the market price for the Equity Shares after the Offer. The
market price of the Equity Shares could be subject to significant fluctuations after the Offer, and may decline below
the Offer Price. There can be no assurance that the investor will be able to resell their Equity Shares at or above the
Offer Price or at the time they would want to sell their Equity Shares.

Any future issuance of Equity Shares may dilute your shareholding and sales of the Equity Shares by any of
our significant shareholders may adversely affect the trading price of the Equity Shares.

Any future issuance of the Equity Shares or securities linked to the Equity Shares by us, including issuance of Equity
Shares to employees or former employees up on exercise of vested options held by them under ESOP 2018, may dilute
your shareholding. Any such future issuance of the Equity Shares or future sales of the Equity Shares by any of our
significant shareholders may also adversely affect the trading price of the Equity Shares and impact our ability to raise
funds through an offering of our securities. Any perception by investors that such issuances or sales might occur could
also affect the trading price of the Equity Shares. Additionally, the disposal, pledge or encumbrance of the Equity
Shares by any of our significant shareholders, or the perception that such transactions may occur, may affect the trading
price of the Equity Shares. No assurance may be given that we will not issue Equity Shares or that our significant
shareholders will not dispose of, pledge or encumber their Equity Shares in the future.

Rights of shareholders under Indian law may be more limited than under the laws of other jurisdictions.

Our Articles, the instructions issued by the RBI, and Indian law govern our corporate affairs. Legal principles relating
to these matters and the validity of corporate procedures, directors' fiduciary duties and liabilities, and shareholders'
rights may differ from those that would apply to a bank or corporate entity in another jurisdiction. Shareholders' rights
under Indian law may not be as extensive as shareholders' rights under the laws of other countries or jurisdictions.
Investors may have more difficulty in asserting their rights as one of our shareholders than as a shareholder of a bank
or corporate entity in another jurisdiction.

Our ability to raise foreign capital may be constrained by Indian law.

As an Indian company, we are subject to exchange controls that regulate borrowing in foreign currencies. Such
regulatory restrictions limit our financing sources and could constrain our ability to obtain financings on competitive
terms and refinance existing indebtedness. In addition, we cannot assure you that any required regulatory approvals
for borrowing in foreign currencies will be granted to us without onerous conditions, or at all. Limitations on foreign
debt may have an adverse effect on our business growth, financial condition and results of operations.

Under Indian law, foreign investors are subject to investment restrictions that limit our ability to attract foreign
investors, which may adversely affect the trading price of the Equity Shares.

Under foreign exchange regulations which are currently in force in India, transfer of shares between non-residents and
residents are freely permitted (subject to certain restrictions), if they comply with the valuation and reporting
requirements specified under applicable law. If a transfer of shares is not in compliance with such requirements and
does not fall under any of the exceptions, then prior approval of the relevant regulatory authority is required.
Additionally, shareholders who seek to convert Rupee proceeds from a sale of shares in India into foreign currency
and repatriate that foreign currency from India require a no-objection or a tax clearance certificate from the Indian
income tax authorities. Further, this conversion is subject to the shares having been held on a repatriation basis and,
either the security having been sold in compliance with the pricing guidelines or, the relevant regulatory approval
having been obtained for the sale of shares and corresponding remittance of the sale proceeds. We cannot assure you
that any required approval from the RBI or any other governmental agency can be obtained with or without any
particular terms or conditions. Further, in accordance with Press Note No. 3 (2020 Series), dated April 17, 2020, issued
by the Department for Promotion of Industry and Internal Trade, Government of India, and the Foreign Exchange
Management (Non-debt Instruments) Amendment Rules, 2020, which came into effect from April 22, 2020,
investments where the beneficial owner of the Equity Shares is situated in or is a citizen of a country which shares a
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land border with India, can only be made through the Government approval route, as prescribed in the FDI Policy.
These investment restrictions also apply to subscribers of offshore derivative instruments. We cannot assure you that
any required approval from the RBI or any other governmental agency can be obtained on any particular terms or at
all. For further information, see "Restrictions on Foreign Ownership of Indian Securities" on page 362. Our ability to
raise any foreign capital under the FDI route is therefore constrained by Indian law, which may adversely affect our
business, financial condition, cash flows, results of operations and prospects.

The market value of the Equity Shares may fluctuate due to the volatility of the Indian securities markets.

Indian securities markets may be more volatile than, and not comparable to, the securities markets in countries with
more developed economies and capital markets. Indian stock exchanges have, in the past, experienced substantial
fluctuations in the prices of listed securities. Indian stock exchanges (including the BSE and the NSE) have experienced
problems which, if such or similar problems were to continue or recur, could affect the market price and liquidity of
the securities of Indian companies, including the Equity Shares. These problems have included temporary exchange
closures, broker defaults, settlement delays and strikes by brokers. In addition, the governing bodies of Indian stock
exchanges have, from time to time, imposed restrictions on trading in certain securities, limitations on price movements
and margin requirements. Further, from time to time, disputes have occurred between listed companies, stock
exchanges and other regulatory bodies, which in some cases may have a negative effect on market sentiment.

Foreign Account Tax Compliance withholding may affect payments on the Equity Shares.

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA, a "foreign
financial institution" may be required to withhold on certain payments it makes ("foreign passthru payments") to
persons that fail to meet certain certification, reporting, or related requirements. A number of jurisdictions (including
India) have entered into, or have agreed in substance to, intergovernmental agreements with the United States to
implement FATCA ("IGAs"), which modify the way in which FATCA applies in their jurisdictions. Under the
provisions of IGAs as currently in effect, a foreign financial institution in an IGA jurisdiction would generally not be
required to withhold under FATCA or an IGA from payments that it makes. Certain aspects of the application of the
FATCA provisions and IGASs to instruments such as the Equity Shares, including whether withholding would ever be
required pursuant to FATCA or an IGA with respect to payments on instruments such as the Equity Shares, are
uncertain and may be subject to change. Even if withholding would be required pursuant to FATCA or an IGA with
respect to payments on instruments such as the Equity Shares, such withholding would not apply prior to January 1,
2019. Investors should consult their own tax advisors regarding how these rules may apply prior to the second
anniversary of the date on which final regulations defining the term “foreign passthru payments” are published in the
U.S. Federal Register. In the event any withholding would be required pursuant to FATCA or an IGA with respect to
payments on the Equity Shares, no person will be required to pay additional amounts as a result of the withholding.

Holders of Equity Shares could be restricted in their ability to exercise pre-emptive rights under Indian law
and could thereby suffer future dilution of their ownership position.

Under the Companies Act, a company incorporated in India must offer holders of its equity shares pre-emptive rights
to subscribe and pay for a proportionate number of shares to maintain their existing ownership percentages prior to the
issuance of any new equity shares, unless the pre-emptive rights have been waived by the adoption of a special
resolution by holders of three-fourths of the equity shares who have voted on such resolution. However, if the law of
the jurisdiction that you are in does not permit the exercise of such pre-emptive rights without us filing an offering
document or registration statement with the applicable authority in such jurisdiction, you will be unable to exercise
such pre-emptive rights unless we make such a filing. We may elect not to file a registration statement in relation to
pre-emptive rights otherwise available by Indian law to you. To the extent that you are unable to exercise pre-emptive
rights granted in respect of the Equity Shares, you may suffer future dilution of your ownership position and your
proportional interests in us would be reduced.
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SECTION IlI: INTRODUCTION

THE OFFER
The following table sets forth details of the Offer:
Equity Shares Offered

Offer of Equity Shares** Up to [e] Equity Shares, aggregating up to 313,300 million
The Offer consists of:

Fresh Issue® Up to [e] Equity Shares, aggregating up to ¥3,300 million
Offer for Sale® Up to [e] Equity Shares, aggregating up to 10,000 million
Of which

Employee Reservation Portion ) ) Up to [e] Equity Shares, aggregating up to X[e] million
Net Offer Up to [e] Equity Shares, aggregating up to X[e] million
The Net Offer consists of:

A) QIB Portion®)® Not less than [e] Equity Shares

of which:
- Anchor Investor Portion Up to [e] Equity Shares

- Net QIB Portion (assuming the Anchor Investor Portion is | [e] Equity Shares
fully subscribed)

of which:

- Mutual Fund Portion [e] Equity Shares

- Balance for all QIBs including Mutual Funds [e] Equity Shares
B) Non-Institutional Portion Not more than [e] Equity Shares
C) Retail Portion® Not more than [e] Equity Shares
Pre and post-Offer Equity Shares
Equity Shares outstanding prior the Offer 220,779,720 Equity Shares
Equity Shares outstanding after the Offer [e] Equity Shares
Use of Net Proceeds See “Objects of the Offer” on page 87 for information about the use

of the proceeds from the Offer.

* In terms of the Banking Regulation Act and circulars issued thereunder, prior approval from the RBI is required for any issue/ acquisition of shares
which results in a person holding (by himself or acting in concert with any other person) five percent or more of the paid-up equity share capital or voting
rights of our Bank.

#  Our Bank may, in consultation with the Managers, consider a Pre-IPO Placement of such number of Equity Shares for an aggregate amount of up to
22,000 million. The Pre-1PO Placement, if undertaken, will be at a price to be decided by our Bank, in consultation with the Managers, and the Pre-1IPO
Placement will be completed prior to filing of the Red Herring Prospectus with the RoC. If the Pre-IPO Placement is undertaken, the aggregate amount
raised in the Pre-IPO Placement will be reduced from the Fresh Issue, subject to the minimum Offer size constituting at least [®]% of the post-Offer
paid-up equity share capital of our Bank.

@ The Fresh Issue has been authorized by our Board pursuant to a resolution passed on April 28, 2021 and by our Shareholders pursuant to a special
resolution passed on May 1, 2021. Further, our Board has taken on record the approval for the Offer for Sale by the Promoter Selling Shareholder
pursuant to its resolution dated May 4, 2021.

@ The Promoter Selling Shareholder has confirmed and approved its participation in the Offer for Sale as set out below:

Promoter Selling No. of Equity Shares proposed to be offered in the Offer | Date of Board Resolution Date of consent letter
Shareholder for Sale
FBSL Up to [e] Equity Shares, aggregating up to 310,000 million April 27, 2021 April 30, 2021

For further information, see “Capital Structure - History of the Equity Share capital held by our Promoter” on page 74

@ In the event of under-subscription in the Employee Reservation Portion, the unsubscribed portion will be available for allocation and Allotment,
proportionately to all Eligible Employees who have Bid in excess of 200,000 (net of Employee Discount, if any), subject to the maximum value of
Allotment made to such Eligible Employee not exceeding ¥500,000 (net of Employee Discount, if any). The unsubscribed portion, if any, in the Employee
Reservation Portion (after allocation up to <500,000), shall be added to the Net Offer. The Employee Reservation Portion shall not exceed 5% of our
post-Offer paid-up equity share capital.

@ Qur Bank and the Promoter Selling Shareholder may, in consultation with the Managers, offer an Employee Discount of up to [@]% to the Offer Price
(equivalent of X [®] per Equity Share), which shall be announced at least two Working Days prior to the Bid/Offer Opening Date.

®  Our Bank and the Promoter Selling Shareholder may, in consultation