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SECTION I: GENERAL
DEFINITION AND ABBREVIATIONS

This Red Herring Prospectus uses certain definitions and abbreviations which, unless the context otherwise
indicates or implies, or unless otherwise specified, shall have the meaning as provided below. References to any
legislations, acts, regulations, rules, guidelines, circulars, notifications, clarifications or policies shall be to such
legislations, acts, regulations, rules, guidelines, circulars, notifications, clarifications or policies as amended,
updated, supplemented, re-enacted or modified, from time to time, and any reference to a statutory provision shall
include any subordinate legislation made, from time to time, under such provision.

Issue related terms used but not defined in this Red Herring Prospectus shall have the meaning ascribed to such
terms under the General Information Document. Any other words and expressions used but not defined in this
Red Herring Prospectus shall have the meaning ascribed to such terms under the SEBI ICDR Regulations, the
Companies Act, the SCRA, and the Depositories Act and the rules and regulations made thereunder.

The terms not defined herein but used in “Statement of Special Tax Benefits”, “Industry Overview”, “Key
Regulations and Policies”, “Selected Statistical Information”, “Financial Statements”, “Outstanding Litigation
and Material Developments”, “Description of Equity Shares and Terms of Articles of Association” and “Issue
Procedure” beginning on pages 117, 122, 195, 238, 262, 383, 438, and 417, respectively, shall have the meanings
ascribed to such terms in these respective sections.

General Terms

Term
our Bank, the Bank, the
Issuer

We, us or our

Particular

Utkarsh Small Finance Bank Limited, a company incorporated under the Companies Act, 2013
and registered as a small finance bank with the RBI, having its Registered and Corporate Office
at Utkarsh Tower, NH - 31 (Airport Road), Sehmalpur, Kazi Sarai, Harhua, Varanasi 221 105,
Uttar Pradesh, India

Unless the context otherwise indicates or implies, refers to our Bank

Bank Related Terms

Term
Avrticles of Association or
AOA
Audit Committee

Business Transfer
Agreement

Business Undertaking

Board or Board of
Directors

CCDs or Compulsorily
Convertible Debentures
Company Secretary and
Compliance Officer
Corporate Social
Responsibility
Committee

CSFR Committee
Director(s)

Equity Shares

ESOP Plan 2020

ESOP Scheme 1

Group Company

Independent Directors

Description
Articles of association of our Bank, as amended

Audit committee of the Board of our Bank, 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” beginning on page 212

Business transfer agreement dated January 21, 2017 entered into between our Promoter and
our Bank in connection with the transfer of the Business Undertaking. For details, see “History
and Certain Corporate Matters” beginning on page 205

Business of providing microfinance including assets, liabilities, contracts, receivables,
licenses, employees, books and records, tax benefits, etc. transferred by our Promoter to our
Bank under the Business Transfer Agreement

Board of directors of our Bank

387,000,000 compulsorily convertible debentures of our Bank, with face value of R10 each

The whole-time company secretary and compliance officer of our Bank, being Muthiah
Ganapathy
Corporate Social Responsibility Committee of the Board of our Bank

Capital Structuring & Fund Raise Committee of the Board of our Bank

The directors on the Board of our Bank

The equity shares of our Bank of face value of 210 each

USFBL Employee Stock Option Plan 2020

USFBL Employee Stock Option 2020 - Scheme 1 notified under the ESOP Plan 2020

Our group company, namely Utkarsh Welfare Foundation, identified in accordance with
Regulation 2(1)(t) of the SEBI ICDR Regulations and disclosed in “Our Group Company”
beginning on page 235

Independent directors on our Board, as described in “Our Management” beginning on page
212




Term
Investment Agreement

Joint Statutory Auditors

Key Managerial
Personnel or KMP

Managing Director

MD & CEO ESOP Plan
Memorandum of
Association or MoA
Nomination and
Remuneration
Committee

Preference Shares
Previous Statutory
Auditors
Promoter

Promoter SHA

Promoter Group

RBI In-Principle
Approval

RBI Licence

Registered and Corporate

Office

Registrar of Companies
or RoC

Restated Financial
Statements/ Restated
Financial Information

Risk Management
Committee

Description

Investment agreement dated February 10, 2021 between our Bank, Olympus ACF Pte. Ltd.,
responsAbility Participations Mauritius, Aavishkaar Bharat Fund, Triodos Sicav Il - Triodos
Microfinance Fund, Legal Owner Triodos Funds B.V. (in its capacity as legal owner of Triodos
Fair Share Fund) and Growth Catalyst Partners LLC

Deloitte Haskins & Sells, Chartered Accountants and Kirtane & Pandit LLP, Chartered
Accountants, the joint statutory auditors of our Bank

Key managerial personnel of our Bank shall have the meaning as set out under Regulation
2(1)(bb) of the SEBI ICDR Regulations as disclosed in “Our Management” beginning on page
212

The managing director of our Bank, being Mr. Govind Singh

USFBL MD & CEO Employee Stock Option Plan 2020

Memorandum of association of our Bank, as amended

Nomination and Remuneration Committee of our Bank, constituted in accordance with the
applicable 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” beginning on page
212

The preference shares of our Bank of face value of 10 each

Haribhakti & Co. LLP, Chartered Accountants

The promoter of our Bank, namely Utkarsh Corelnvest Limited (formerly known as Utkarsh
Micro Finance Limited)

Second restated and amended shareholders agreement dated March 1, 2021 as amended by
way of the first amendment to the second restated and amended shareholders agreement dated
February 21, 2023, entered into between Mr. Govind Singh, Ms. Revati Govind, RAAG
Family Private Trust, our Promoter, other shareholders and the investors namely Aavishkaar
Bharat Fund, Aavishkaar Goodwell India Microfinance Development Company Il Limited,
Aavishkaar Venture Management Services Private Limited, British International Investment
PLC (formerly, CDC Group PLC), Faering Capital India Evolving Fund Il, Faering Capital
India Evolving Fund Ill, HDFC Ergo General Insurance Company Limited, HDFC Life
Insurance Company Limited, Housing Development Finance Corporation Limited, Hero
Enterprise Partner Ventures, ICICI Prudential Life Insurance Company Limited, International
Finance Corporation, Jhelum Investment Fund I, Lok Capital Growth Fund, NMI Frontier
Fund KS, RBL Bank Limited, responsAbility Participations Mauritius, Sarva Capital LLC,
Shriram Life Insurance Company Limited, Small Industries Development Bank of India and
Triodos SICAV Il - Triodos Microfinance Fund (formerly, Sustainability - Finance - Real
Economies SICAV- SIF)

Promoter group has the meaning ascribed to the term under Regulation 2(1)(pp) of the SEBI
ICDR Regulations

As on the date of this Red Herring Prospectus, other than our Promoter, there are no persons
or entities that form a part of our Promoter Group

RBI letter dated October 7, 2015 bearing no. DBR.PSBD.NBC(SFB-UMFPL). No.
4923/16.13.216/2015-16, pursuant to which the RBI granted our Promoter an in-principle
approval to establish an SFB in the private sector under Section 22 of the Banking Regulation
Act

RBI letter dated November 25, 2016 bearing no. DBR.NBD. (SFB-UMFL). No.
5993/16.13.216/2016-17 pursuant to which the RBI granted license MUM:125 to our Bank to
carry on the SFB business in terms of Section 22(1) of the Banking Regulation Act

The registered and corporate office of our Bank situated at Utkarsh Tower, NH - 31 (Airport
Road), Sehmalpur, Kazi Sarai, Harhua, Varanasi 221 105, Uttar Pradesh, India

Registrar of Companies, Uttar Pradesh at Kanpur

Restated financial statements of our Bank for Fiscal 2023, 2022 and 2021which comprises the
restated summary statement of assets and liabilities as at March 31, 2023, March 31, 2022 and
March 31, 2021, the restated summary statement of profit and loss and the restated summary
statement of cash flows for the financial years ended March 31, 2023, March 31, 2022 and
March 31, 2021 and notes thereto prepared in terms of the requirements of Section 26 of Part
I of Chapter 111 of the Companies Act, the SEBI ICDR Regulations, the Guidance Note on
Reports in Company Prospectuses (Revised 2019) issued by the ICAI, as amended from time
to time

Risk management committee of our Bank, constituted in accordance with the requirements of
the RBI guidelines and applicable provisions of Companies Act, 2013 and the Listing
Regulations and as described in “Our Management” beginning on page 212




Term
Senior Management

Shareholders

SIDBI

Stakeholders’
Relationship Committee

UCL ESOP Schemes

UMFL
UWF

Description

Senior management of our Bank in terms of Regulation 2(1)(bbbb) of the SEBI ICDR
Regulations and as disclosed in ‘Our Management’ on page 212

Holders of Equity Shares of our Bank from time to time

Small Industries Development Bank of India

Stakeholders’ relationship committee of our Bank, constituted in accordance with the
applicable provisions of the Companies Act, 2013 and the Listing Regulations and as described
in “Our Management” beginning on page 212

Employee Stock Option Plan, 2010 (Pool I and 1) and Utkarsh Employee Stock Option Plan
2016 at Utkarsh Corelnvest Limited, our Promoter.

Utkarsh Micro Finance Limited

Utkarsh Welfare Foundation

Issue Related Terms

Term
Abridged Prospectus

Acknowledgment Slip
Allot or Allotment or

Allotted
Allotment Advice

Allottee
Anchor Investor

Anchor Investor
Allocation Price

Anchor Investor
Application Form

Anchor Investor Bidding
Date

Anchor Investor Issue

Price

Anchor Investor Portion

Application Supported
by Blocked Amount or
ASBA

ASBA Account

ASBA Bid
ASBA Bidders
ASBA Form

Banker(s) to the Issue

Description
A memorandum containing such salient features of our Bank’s prospectus as specified under
the SEBI ICDR Regulations
The slip or document to be issued by the respective Designated Intermediary(ies) to a Bidder
as proof of registration of the Bid cum Application Form
Unless the context otherwise requires, refers to the allotment of the Equity Shares pursuant to
the Issue to successful Bidders
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
A successful Bidder to whom the Equity Shares are Allotted
A Qualified Institutional Buyer, applying under the Anchor Investor Portion in accordance
with the requirements specified in the SEBI ICDR Regulations and this Red Herring
Prospectus and who has Bid for an amount of at least 100 million
Price at which Equity Shares will be allocated to Anchor Investors in terms of this Red Herring
Prospectus and the Prospectus, which will be decided by our Bank, in consultation with the
BRLMs, during the Anchor Investor Bidding Date
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 this Red Herring
Prospectus
One Working Day prior to the Bid/ Issue Opening Date, on which Bids by Anchor Investors
shall be submitted, prior to and after which the Book Running Lead Managers will not accept
any Bids from Anchor Investors, and allocation to Anchor Investors shall be completed
Final price at which the Equity Shares will be Allotted to Anchor Investors in terms of this
Red Herring Prospectus and the Prospectus, which price will be equal to or higher than the
Issue Price but not higher than the Cap Price. The Anchor Investor Issue Price will be decided
by our Bank, in consultation with the BRLMs
Up to 60% of the QIB Portion which may be allocated by our Bank, in consultation with the
BRLMs, 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

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 UPI Bidders using the UPI Mechanism where the Bid Amount will be
blocked upon acceptance of UPI Mandate Request by UPI Bidders using the UP1 Mechanism
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 a UPI Bidder which is blocked upon acceptance of a UPI
Mandate Request made by the UPI Bidders using the UPI Mechanism

A Bid made by an ASBA Bidder

All Bidders except Anchor Investors

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

Collectively, Escrow Collection Bank, Public Issue Account Bank, Sponsor Banks and Refund
Bank, as the case may be




Term
Basis of Allotment

Bid

Bid Amount

Bid cum Application
Form

Bid Lot

Bid/ Issue Closing Date

Bid/ Issue Opening Date

Bid/ Issue Period
Bidder

Bidding Centres

Book Building Process
Book Running Lead

Managers or BRLMs
Broker Centres

Cash Escrow and
Sponsor Bank
Agreement

Cap Price

Description
Basis on which Equity Shares will be Allotted to successful Bidders under the Issue and which
is described in “Issue Structure” beginning on page 413
Indication to make an offer during the Bid/ Issue Period by an ASBA Bidder pursuant to
submission of the ASBA Form, or on the Anchor Investor Bidding Date 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 this Red Herring Prospectus and
the Bid cum Application Form. The term “Bidding” shall be construed accordingly
The highest value of optional Bids indicated in the Bid cum Application Form and, in the case
of RIBs and Eligible Employees Bidding under the Employee Reservation Portion, Bidding at
the Cut off Price, the Cap Price multiplied by the number of Equity Shares Bid for by such
Retail Individual Bidder or Eligible Employee Bidding under the Employee Reservation
Portion 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
Anchor Investor Application Form or the ASBA Form, as the context requires

[*] Equity Shares and in multiples of [*] Equity Shares thereafter

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 all editions of
Financial Express, a widely circulated English national daily newspaper and all editions of
Jansatta, a widely circulated Hindi national daily newspaper and Varanasi edition of
Gyanshikha Times, a Hindi daily newspaper with a wide circulation in Varanasi (Hindi also
being the regional language of Varanasi, Uttar Pradesh where our Registered and Corporate
Office is located), and in case of any such extension, the extended Bid/ Issue Closing Date
shall also be notified on the website and terminals of the Syndicate Member and communicated
to the Designated Intermediaries and the Sponsor Banks

Our Bank, in consultation with the BRLMs may, consider closing the Bid/ Issue Period for
QIBs one Working Day prior to the Bid/ Issue Closing Date in accordance with the SEBI ICDR
Regulations. In case of any revision, the extended Bid/ Issue Closing Date shall also be notified
on the websites of the BRLMs and at the terminals of the Syndicate Member, which shall also
be notified in an advertisement in same newspapers in which the Bid/ Issue Opening Date was
published, as required under the SEBI ICDR Regulations

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 all editions of
Financial Express, a widely circulated English national daily newspaper and all editions of
Jansatta, a widely circulated Hindi national daily newspaper and the Varanasi edition of
Gyanshikha Times, a Hindi daily newspaper with a wide circulation in Varanasi (Hindi also
being the regional language of Varanasi, Uttar Pradesh where our Registered and Corporate
Office is located)

Except in relation to Anchor Investors, the period between the Bid/ Issue Opening Date and
the Bid/ Issue Closing Date, inclusive of both days, during which prospective Bidders can
submit their Bids, including any revisions thereof

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

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, as provided in Part A, Schedule XIII of the SEBI ICDR Regulations,
in terms of which the Issue is being made

The book running lead managers to the Issue, namely, ICICI Securities Limited and Kotak
Mahindra Capital Company Limited

Centres notified by the Stock Exchanges where Bidders (other than Anchor Investors) 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.hseindia.com and www.nseindia.com)

Agreement dated July 6, 2023 entered amongst our Bank, the BRLMs, Syndicate Member, the
Bankers to the Issue and Registrar to the Issue, inter alia, for the appointment of the Sponsor
Banks in accordance with the UPI Circulars, collection of the Bid Amounts from Anchor
Investors, transfer of funds to the Public Issue Account, transfer of funds from the Public Issue
Account and where applicable, refunds of the amounts collected from Bidders, on the terms
and conditions thereof

Higher end of the Price Band, above which the Issue Price and the Anchor Investor Issue Price
will not be finalised and above which no Bids will be accepted and which shall be at least
105% of the Floor Price




Term
Client ID

Collecting Depository
Participant(s) or CDP(s)

Confirmation Allocation
Note or CAN
Cut-off Price

Demographic Details

Designated Branches

Designated CDP
Locations

Designated Date

Designated
Intermediary(ies)

Designated RTA
Locations

Designated Stock
Exchange

Draft Red Herring
Prospectus or DRHP

Eligible Employee(s)

Description
Client identification number maintained with one of the Depositories in relation to demat
account
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 the Stock Exchanges, as updated from time to time and the UPI
Circulars
Notice or intimation of allocation of the Equity Shares sent to Anchor Investors, who have
been allocated the Equity Shares, after the Anchor Investor Bidding Date
Issue Price, finalised by our Bank, in consultation with the BRLMSs, which shall be any price
within the Price Band. Only Retail Individual Bidders Bidding in the Retail Portion and
Eligible Employees Bidding under Eligible Employee Reservation Portion are entitled to Bid
at the Cut-off Price. QIBs and Non-Institutional Bidders are not entitled to Bid at the Cut-off
Price
The details of the Bidders including the Bidder’s address, name of the Bidder’s father/husband,
investor status, occupation, and bank account details and UPI ID, as applicable
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
Such centres of the CDPs where ASBA Bidders can submit the ASBA Forms. The details of
such Designated CDP Locations, along with the names and contact details of the CDPs are
available on the respective websites of the Stock Exchanges (www.bseindia.com and
www.nseindia.com) and updated from time to time
The date on which the Escrow Collection Bank transfer funds from the Escrow Account to the
Public Issue Account or the Refund Account, as the case may be, and the instructions are issued
to the SCSBs (in case of UPI Bidders using UPI Mechanism, instruction issued through the
Sponsor Banks) for the transfer of amounts blocked by the SCSBs in the ASBA Accounts to
the Public Issue Account or the Refund Account, as the case may be, in terms of this Red
Herring Prospectus and the Prospectus following which Equity Shares will be Allotted in the
Issue
In relation to ASBA Forms submitted by RIBs and Eligible Employees Bidding in the
Employee Reservation Portion, 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 UPI Bidders where the Bid Amount will be blocked
upon acceptance of UPI Mandate Request by such UPI Bidder using the UPI Mechanism,
Designated Intermediaries shall mean Syndicate, sub-syndicate/agents, Registered Brokers,
CDPs, SCSBs 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

Such centres of the RTAs where Bidders (except Anchor Investors) can submit the Bid cum
Application Forms. The details of such Designated RTA Locations, along with the names and
contact details of the RTAs are available on the respective websites of the Stock Exchanges
(www.nseindia.com and www.bseindia.com) and updated from time to time

National Stock Exchange of India Limited

The draft red herring prospectus dated July 29, 2022 issued in accordance with the SEBI ICDR
Regulations, which did not contain complete particulars of the price at which the Equity Shares
will be Allotted and the size of the Issue

Permanent employees of our Bank or our Promoter or a Director of our Bank, whether whole-
time or not, as on the date of the filing of this Red Herring Prospectus with the RoC and who
continues to be a permanent employee of our Bank or the Promoter, but not including (i) our
Promoter; (ii) persons belonging to the Promoter Group; or (iii) 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 initial allocation to an Eligible Employee in the Employee Reservation Portion shall not
exceed 3200,000, however, an Eligible Employee may submit a Bid for a maximum Bid
Amount of 500,000 under the Employee Reservation Portion. Only in the event of an under-
subscription in the Employee Reservation Portion, the unsubscribed portion may be Allotted
on a proportionate basis to Eligible Employees Bidding in the Employee Reservation Portion,




Term
Eligible NRI(s)
Employee Reservation

Portion

Escrow Account(s)

Escrow Collection Bank

First or sole Bidder

Floor Price

General Information
Document or GID

I-Sec
Issue
Issue Agreement

Issue Price

Kotak
Mutual Fund Portion

Net Issue
Net Proceeds

Net QIB Portion
Non-Institutional Bidders
or NIBs

Non-Institutional Portion

Non-Resident
Price Band

Description
for a value in excess of ¥200,000, subject to the total Allotment to an Eligible Employee not
exceeding X500,000.
NRI(s) from jurisdictions outside India where it is not unlawful to make an Issue or invitation
under the Issue and in relation to whom the Bid cum Application Form and this Red Herring
Prospectus will constitute an invitation to subscribe to the Equity Shares
The portion of the Issue being up to [+] Equity Shares aggregating to Z[+] million, not exceeding
1% of the size of the Issue, available for subscription by Eligible Employees, on a
proportionate basis.
Account(s) opened with the Escrow Collection Bank 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
Bank(s) which are clearing members and registered with SEBI as banker(s) to an issue under
the Securities and Exchange Board of India (Bankers to an Issue) Regulations, 1994 and with
whom the Escrow Account has been opened, in this case being ICICI Bank Limited
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
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 Issue Price and the Anchor Investor Issue Price
will be finalised and below which no Bids will be accepted
The General Information Document for investing in public issues prepared and issued in
accordance with the circular no. SEBI/HO/CFD/DIL1/CIR/P/2020/37 dated March 17, 2020
issued by SEBI and UPI Circulars, as amended from time to time. The General Information
Document shall be available on the websites of the Stock Exchanges and the BRLMs
ICICI Securities Limited
The initial public offer of up to [+] Equity Shares aggregating up to 35,000 million by our Bank.
Agreement dated July 29, 2022 entered amongst our Bank, and the BRLMs, pursuant to which
certain arrangements have been agreed to in relation to the Issue
The final price at which Equity Shares will be Allotted to ASBA Bidders in terms of this Red
Herring Prospectus and the Prospectus. Equity Shares will be Allotted to Anchor Investors at
the Anchor Investor Issue Price, which will be decided by our Bank, in consultation with the
BRLMs in terms of this Red Herring Prospectus and the Prospectus. The Issue Price will be
decided by our Bank, in consultation with the BRLMs, on the Pricing Date in accordance with
the Book Building Process and this Red Herring Prospectus
Kotak Mahindra Capital Company Limited
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 Issue Price
The Issue less the Employee Reservation Portion
Proceeds of the Issue less the Issue expenses. For further details regarding the use of the Net
Proceeds and the Issue expenses, see “Objects of the Issue” beginning on page 101
The QIB Portion less the number of Equity Shares allocated to the Anchor Investors
All Bidders that are not QIBs or Retail Individual Bidders or the Eligible Employees Bidding
in the Employee Reservation Portion and who have Bid for Equity Shares for an amount of
more than 200,000 (but not including NRIs other than Eligible NRIs)
Portion of the Issue being not more than 15% of the Net Issue consisting of [*] Equity Shares,
which will be made available for allocation to Non-Institutional Bidders of which one-third of
the Non-Institutional Portion shall be available for allocation to Bidders with an application
size of more than 200,000 and up to 1,000,000 and two-thirds of the Non- Institutional
Portion shall be available for allocation to Bidders with an application size of more than
21,000,000 provided that under-subscription in either of these two sub-categories of Non-
Institutional Portion may be allocated to Bidders in the other sub-category of Non-Institutional
Portion in accordance with the SEBI ICDR Regulations, subject to valid Bids being received
at or above the Issue Price
Person resident outside India, as defined under FEMA
Price band of a minimum price of [*] per Equity Share (Floor Price) and the maximum price
of X[+] per Equity Share (Cap Price) including any revisions thereof.

The Price Band and the minimum Bid Lot size for the Issue will be decided by our Bank, in
consultation with the BRLMs, and will be advertised in all editions of Financial Express, a
widely circulated English national daily newspaper and all editions of Jansatta, a widely
circulated Hindi national daily newspaper and the Varanasi edition of Gyanshikha Times, a
Hindi daily newspaper with a wide circulation in Varanasi (Hindi also being the regional
language of Varanasi, Uttar Pradesh where our Registered and Corporate Office is located),
and shall be made available to the Stock Exchanges for the purpose of uploading on their
respective websites




Term
Pricing Date
Prospectus

Public Issue Account

Public Issue Account
Bank
QIB Portion

Qualified Institutional
Buyers or QIBs or QIB
Bidders

Red Herring Prospectus
or RHP

Refund Account
Refund Bank

Registered Brokers

Registrar Agreement
Registrar and Share
Transfer Agents or RTAs
Reqgistrar to the Issue or
Reqgistrar

Retail Individual
Bidder(s) or RIB(S)

Retail Portion

Revision Form

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

Description
Date on which our Bank, in consultation with the BRLMs, will finalise the Issue Price
Prospectus to be filed with the RoC on or after the Pricing Date in accordance with Section 26
of the Companies Act, 2013, and the SEBI ICDR Regulations containing, inter alia, the Issue
Price, the size of the Issue and certain other information, including any addenda or corrigenda
thereto
Bank account opened with the Public Issue Account Bank, under Section 40(3) of the
Companies Act, 2013 to receive monies from the Escrow Account and ASBA Accounts on the
Designated Date
A bank which is a clearing member and registered with SEBI as a banker to an issue and with
which the Public Issue Account has been opened, in this case being ICICI Bank Limited
The portion of the Issue (including the Anchor Investor Portion) being not less than 75% of
the Net Issue consisting of [¢] Equity Shares which shall be available for allocation to QIBs
(including Anchor Investors), subject to valid Bids being received at or above the Issue Price
or Anchor Investor Issue Price (for Anchor Investors)
Qualified institutional buyers as defined under Regulation 2(1)(ss) of the SEBI ICDR
Regulations

This Red Herring Prospectus dated July 6, 2023 issued in accordance with Section 32 of the
Companies Act, 2013 and the provisions of the SEBI ICDR Regulations, which does not have
complete particulars of the Issue Price and the size of the Issue, including any addenda or
corrigenda thereto. This Red Herring Prospectus has been filed with the RoC at least three
Working Days before the Bid/ Issue Opening Date and will become the Prospectus upon filing
with the RoC after the Pricing Date

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

Banker to the Issue and with whom the Refund Account has been opened, in this case being
ICICI Bank Limited

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

Agreement dated July 28, 2022 entered by and amongst our Bank, and the Registrar to the
Issue, in relation to the responsibilities and obligations of the Registrar to the Issue pertaining
to the Issue

Registrar and share transfer agents registered with SEBI and eligible to procure Bids at the
Designated RTA Locations as per the list available on the websites of BSE and NSE, and the
UPI Circulars

KFin Technologies Limited

Individual Bidders, other than Eligible Employees Bidding in the Employee Reservation
Portion, who have Bid for the Equity Shares for an amount not more than 200,000 in any of
the bidding options in the Issue (including HUFs applying through their Karta and Eligible
NRIs)

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

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), as applicable.

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. Retail Individual Bidders
and Eligible Employees Bidding in the Employee Reservation Portion can revise their Bids
during the Bid/ Issue Period and withdraw their Bids until Bid/ Issue Closing Date

The banks registered with SEBI, offering services (i) in relation to ASBA (other than through
UPlI Mechanism), a list of which is available on the website of SEBI at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=34 or
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=35,
as applicable, or such other website as updated from time to time, and (ii) in relation to ASBA
(through 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 may be prescribed by SEBI and updated from time to time

Applications through the UPI Mechanism in the Issue can be made only through the SCSBs
mobile applications (apps) whose name appears on SEBI website. A list of SCSBs and mobile
applications, which, are live for applying in public issues using UP1 Mechanism is provided as




Term

Specified Locations

Sponsor Banks

Syndicate or Members of
the Syndicate
Syndicate Agreement

Syndicate Member
Systemically Important
NBFC

Underwriters
Underwriting Agreement

UPI
UPI Bidders

UPI Circulars

UPI ID
UPI Mandate Request

UPI Mechanism

UPI PIN
Working Day

Description
Annexure ‘A’ to the SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26,
2019 and are appearing in the “list of mobile applications for using UPI in public issues”
displayed on SEBI website. The said list shall be updated on the SEBI website
Bidding Centres where the Syndicate shall accept ASBA Forms from Bidders, a list of which
is available on the website of SEBI (www.sebi.gov.in) and updated from time to time
ICICI Bank Limited and Axis Bank Limited, 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 UPI Bidders using the UPI and carry out other responsibilities, in terms of
the UPI Circulars
Together, the BRLMs and the Syndicate Member

Agreement dated July 6, 2023 entered amongst our Bank, the BRLMSs, and the Syndicate
Member, in relation to collection of Bid cum Application Forms by the Syndicate
Intermediaries (other than the BRLMs) registered with SEBI who are permitted to accept Bids,
and carry out activities as an underwriter, namely, Kotak Securities Limited

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

[]

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

Unified payments interface which is an instant payment mechanism, developed by NPCI
Collectively, individual investors who applied as (i) Retail Individual Bidders in the Retail
Portion, (ii) Eligible Employees, under the Employee Reservation Portion, and (iii) Non-
Institutional Bidders with an application size of up to ¥500,000 in the Non-Institutional
Portion, and Bidding under the UPI Mechanism through ASBA Form(s) submitted with
Syndicate Member, Registered Brokers, Collecting Depository Participants and Registrar and
Share Transfer Agents.

Pursuant to circular no. SEBI/HO/CFD/DIL2/P/CIR/P/2022/45 dated April 5, 2022 issued by
SEBI, all individual investors applying in public issues where the application amount is up to
%500,000 are required to use the UPI Mechanism and are required to provide their UPI ID in
the Bid cum Application Form submitted with: (i) a syndicate member, (ii) a stock broker
registered with a recognized stock exchange (whose name is mentioned on the website of the
stock exchange as eligible for such activity), (iii) a depository participant (whose name is
mentioned on the website of the stock exchange as eligible for such activity), and (iv) a
registrar to an issue and share transfer agent (whose name is mentioned on the website of the
stock exchange as eligible for such activity)

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, circular  no.
SEBI/HO/CFD/DCR2/CIR/P/2019/133 dated November 8, 2019, circular no.
(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/DIL2/P/CIR/2021/570 dated June 2, 2021, SEBI Circular No.:
SEBI/HO/CFD/DIL2/CIR/P/2022/45 dated April 5, 2022, SEBI Circular No.:
SEBI/HO/CFD/DIL2/CIR/P/2022/51 dated April 20, 2022, SEBI Circular No,:

SEBI/HO/CFD/DIL2/P/CIR/2022/75 dated May 30, 2022, along with circular number 23/2022
dated July 22, 2022 and circular number 25/2022 dated August 3, 2022 issued by NSE, circular
number 20220722-30 dated July 22, 2022, circular number 20220803-40 dated August 3, 2022,
issued by BSE and any subsequent circulars or notifications issued by SEBI or the Stock
Exchanges in this regard

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

A request (intimating the UPI Bidder by way of a notification on the UPI linked mobile
application and by way of a SMS for directing the UPI Bidder to such UPI mobile application)
to the UPI Bidder initiated by the Sponsor Banks to authorise blocking of funds on the UPI
application equivalent to Bid Amount in the relevant ASBA Account through the UPI
application, and subsequent debit of funds in case of Allotment

Process for applications by UPI Bidders submitted with intermediaries with UPI as mode of
payment, in terms of the UPI Circulars

Password to authenticate UPI transaction

All days on which commercial banks in Mumbai, Maharashtra are open for business, provided
however, for the purpose of announcement of the Price Band and the Bid/ Issue Period,
“Working Day” shall mean all days, excluding all Saturdays, Sundays and public holidays on
which commercial banks in Mumbai, Maharashtra are open for business and the time period




Term

Description
between the Bid/ Issue Closing Date and listing of the Equity Shares on the Stock Exchanges,
“Working Days” shall mean all trading days excluding Sundays and bank holidays in India, as
per the circulars issued by SEBI, including the UPI Circulars

Technical/Industry Related Terms

Term
ALCO
AMFI
AML
ANBC
ATM
AUM
Banking Outlet

Basic EPS

BC
BCP
CASA

CASA Ratio

CASA + Retail Term
Deposits Ratio (as
percentage of Total
Deposits) (%)

CBS

CFT

Cost of Deposits
Cost of Funds

Cost to Income Ratio
CRAR
CRISIL Report

Credit Cost Ratio

CRR

cVv

DRP

DSA

EMI

Exim Bank

FATCA

Fl

FIMMDA

FTRAC

GNPA

Gross Advances
Gross Loan Portfolio
Gross Loan Portfolio
Growth

Gross NPA

HTM

IFSC

IRS

JLG

Description
Asset Liability Management Committee
Association of Mutual Funds in India
Anti- Money Laundering
Adjusted Net Bank Credit
Automated Teller Machine
Asset under management
As defined in RBI’s revised guidelines on rationalisation of branch authorisation policy issued
on May 18, 2017, a banking outlet is a fixed point service delivery unit, manned by either
bank’s staff or its business correspondent where services of acceptance of deposits,
encashment of cheques/ cash withdrawal or lending of money are provided for a minimum of
4 hours per day for at least five days a week.
Basic EPS is calculated by dividing the net profit or loss after tax for the year attributable to
equity shareholders by the weighted average number of equity shares outstanding during the
year.
Business Correspondent
Business Continuity Plan
Current Account and Savings Account
CASA Ratio represents demand deposits and savings bank deposits as a percentage of Total
Deposits
CASA + Retail Term Deposits Ratio (as percentage of Total Deposits) represents demand
deposits and savings bank deposits and retail term deposits as a percentage of Total Deposits.
Retail term deposits are deposits below % 20 million (except deposits received from other
banks)
Core Banking Solution
Combating Financing of Terrorism
Cost of Deposits is defined as total interest paid on deposits / average deposits
Cost of funds is interest expended divided by total average interest bearing liabilities calculated
on the basis of quarterly average.
Cost to Income Ratio is operating expenses / (net interest income + other income)
Capital-to-Risk Weighted Asset Ratio
The report titled “Report on Small Finance Banks and various loan products” dated July, 2022,
read with addendum dated May 2023 commissioned by and paid for by our Bank pursuant to
the appointment of CRISIL vide agreement dated September 30, 2020 read along with
addendum no. 1 dated July 25, 2022. This report is available on the website of our Bank at
https://utkarsh.bank/investors
Credit Cost Ratio is credit cost (including provisions and write-offs) / average of total balance
of advances calculated on the basis of quarterly average balances
Cash Reserve Ratio
Commercial Vehicle
Disaster Recovery Plan
Direct Selling Agent
Equated Monthly Instalment
Export-Import Bank of India
Foreign Account Tax Compliance Act, 2010
Financial Institutions
Fixed Income Money Market & Derivatives Association of India
FIMMDA Trade Reporting and Confirmation System
Gross Non-Performing Asset
Gross advances includes on-book advances (net off advance collections and interest due)
Gross Loan Portfolio includes on-book and off-book advances
Gross Loan Portfolio Growth represents growth in Gross Loan Portfolio for the relevant
period/year as a percentage of Gross Loan Portfolio for the previous period/year.
Gross NPA is gross non-performing assets as at the year/period end / Gross Advances
Held to Maturity
Indian Financial System Code
Internal Revenue Service
Joint Liability Group



Term
Key Performance
Indicators or KPIs
LAP
LCR
LTV
MCLR
MFI
MSME
NABARD
Net Asset Value per
Equity Share
Net Worth
NCLT
Net Interest Income
Net Interest Margin

Net NPA

Net Profit

NPA

NPS

Ombudsman Scheme
Operating Expenses to
Total Average Assets
(%)

PMLA

Provision Coverage
Ratio (excluding
technical write-offs) (%)
PSL

RDDBFI Act

Return on Total Average
Assets

Return on Average
Equity

SIDBI

SLR

SMA

SMA 1%
SMA 2%

Secured Advances as %
of Total Advances

Spread

Standard Restructured
Advances

STP
Tier 1 Capital Ratio

Total Advances

Total Capital Ratio
(CRAR)

Total Deposits

Total Deposits Growth
TREPS

Description
Key financial and operational performance indicators of our Bank, as included in “Basis for
Issue Price” beginning on page 105
Loan Against Property
Liquidity Coverage Ratio
Loan to Value
Marginal Cost of Funds based Lending Rate
Microfinance Institutions
Micro, Small and Medium Enterprises
National Bank for Agriculture and Rural Development
Net Asset Value per Equity Share is defined as Net Worth, as restated at the end of the period
or years / Total number of Equity Shares outstanding at the end of the period/years.
A sum of Capital and Reserves
National Company Law Tribunal
Net Interest Income is difference of interest earned and interest expended.
Net Interest Margin is the difference of interest earned and interest expended divided by the
average interest-earning assets calculated on the basis of quarterly average balances.
Net NPA is net non-performing assets as at the year/period end / net advances
Net Profit is net profit after tax available for equity shareholders
Non-Performing Asset
National Pension Scheme
The Integrated Ombudsman Scheme, 2021
Operating expenses to total average assets is expressed as operating expenses as percentage of
total average assets calculated on the basis of quarterly average balances

Prevention of Money Laundering Act, 2002
Provision Coverage Ratio (excluding technical write-offs) (%) is calculated as (GNPA-
NNPA)/ GNPA, in percentage form

Priority Sector Lending

The Recovery of Debts Due to Banks and Financial Institutions Act, 1993

Return on Total Average Assets is profit after tax / average of total assets on book calculated
on the basis of quarterly average balances

Return on Average Equity is profit after tax / average net worth calculated on the basis of
quarterly average balances

Small Industries Development Bank of India

Statutory Liquidity Ratio

Special Mention Accounts

SMA 1 % — Special Mention Account 1 refers to those standard advances accounts that show
overdue between 31 to 60 days as a percentage of Gross Loan Portfolio

SMA 2 %- Special Mention Account 2 refers to those standard advances accounts that show
overdue between 61 to 90 days as a percentage of Gross Loan Portfolio

Secured Advances as % of Total Advances is total of secured loan which includes advances
secured by tangible assets (includes advances against fixed deposits and book debts) and
advances covered by bank or government guarantees/ total advances, in percentage form
Spread is difference between yield on advances and Cost of Funds.

Standard Restructured Advances is Standard Restructured Outstanding Portfolio as a % of
Gross Advances.

Standard Restructured Outstanding Portfolio is balance outstanding for loans which were
restructured earlier and are standard as on reporting date

Straight Through Process

Tier 1 Capital Ratio consists mainly of share capital and disclosed reserves, and it is a bank's
highest quality capital because it is fully available to cover losses.

Total Advances is the aggregate of bills, purchased and discounted, cash credits, overdrafts
and loans repayable on demand and term loans

Total Capital Ratio (CRAR) is the total of Capital to Risk Weighted Asset Ratio (CRAR) (as
a percentage of Credit Risk Weighted Assets)

Total deposits include saving deposits, current deposits and term deposits. Saving deposits are
demand deposits for customers that accrue interest, current deposits are demand deposits for
customers that do not accrue interest.

Total Deposits Growth represents increase in deposits for the relevant period/year as a
percentage of total deposits for the previous period/year

Triparty Repo (Dealing) System
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Term
URC

Yield on Advances

Description

As defined in RBI’s revised guidelines on rationalisation of branch authorisation policy issued
on May 18, 2017, an ‘Unbanked Rural Centre’ is a rural (Tier 5 and Tier 6) centre that does
not have a CBS-enabled ‘Banking Outlet’ of a scheduled commercial bank, a small finance
bank, a payment bank or a regional rural bank nor a branch of local area bank or licensed co-
operative bank for carrying out customer based banking transactions

Yield on Advances is interest earned on loans and advances / average of total advances on
book calculated on the basis of quarterly average balances

Conventional and General Terms or Abbreviations

Term
%/Rs./Rupees/INR
AlFs
Banking Regulation Act
Basel Master Circular

BFSI
BSE
CAGR

Category | AIF
Category | FPIs
Category Il AIF
Category Il FPIs
Category 111 AIF

CDSL

CFO

CIN

Companies Act or
Companies Act, 2013
Companies Act, 1956

CRISIL/ CRISIL MI&A
Depositories
Depositories Act

DIN

Domestic OSP

DPIT

DP ID

DP/ Depository
Participant
EBITDA

EGM

EPS

FDI

FDI Policy
FEMA

FEMA Non-debt
Instruments Rules
FEMA Regulations

Financial Year/ Fiscal/
FY

FPI(s)

Fraudulent Borrower
FVCI(s)

Description
Indian Rupees
Alternative Investments Funds
Banking Regulation Act, 1949
Master Circular — Basel Il Capital Regulations, RBI/2022-23/12,

DOR.CAP.REC.3/21.06.201/2022-23 dated April 1, 2022

Banking, Financial Services and Insurance

BSE Limited

Compound annual growth rate (as a %): (End Year Value/Base Year Value)”* (1/No. of years
between Base year and end year) — 1 (* denotes ‘raised to’)

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

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

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

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

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

Central Depository Services (India) Limited

Chief Financial Officer

Corporate Identification Number

Companies Act, 2013, to the extent in force pursuant to the notification of the Notified Sections
along with the relevant rules, clarifications and modifications made therein

Companies Act, 1956 (without reference to the provisions thereof that have ceased to have
effect upon the notification of the Notified Sections) along with the relevant rules made
thereunder

CRISIL Market Intelligence and Analytics, a division of CRISIL Limited

NSDL and CDSL

Depositories Act, 1996

Director Identification Number

Domestic Other Service Provider

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)
Depository Participant Identification

Depository participant as defined under the Depositories Act

Earnings before interest (net), taxes, depreciation and amortisation

Extraordinary General Meeting

Earnings Per Share

Foreign Direct Investment

Consolidated FDI Policy issued by the DPIIT (FDI Division), effective from October 15, 2020
Foreign Exchange Management Act, 1999, read with rules and regulations there under
Foreign Exchange Management (Non-debt Instruments) Rules, 2019

The FEMA Non-debt Instruments Rules, 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

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

Foreign portfolio investors as defined under the SEBI FPI Regulations
Fraudulent borrower as defined under Regulation 2(1)(lll) of the SEBI ICDR Regulations
Foreign venture capital investors as defined and registered under the SEBI FVVCI Regulations
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Term
GAAR
Gazette
Gol or Government or
Central Government
GST
Guidelines on
Acquisition and Holding
of Shares or Voting
Rights
HUF
ICAI
IFRS
Ind AS/ Indian
Accounting Standards
India
Indian GAAP/ IGAAP

IPC

IPO

ISIN

IST

IT

IT Act

KYC

Listing Regulations

Master Direction on
Acquisition and Holding
of Shares or Voting
Rights

MCA

MICR

Mutual Fund (s)

N/A or N.A.
NACH

NAV

NCD

NBFC
NBFC-CIC-NDSI

NBFC-MFI
NEFT
Notified Sections

NPCI
NRI

NRE Account

NRO Account

NSDL

NSE

OCB/Overseas Corporate
Body

p.a.

Description
General Anti-Avoidance Rules
Gazette of India
Government of India

Goods and services tax
Guidelines on Acquisition and Holding of Shares or Voting Rights in Banking Companies
dated January 16, 2023 issued by the RBI

Hindu undivided family

The Institute of Chartered Accountants of India

International Financial Reporting Standards

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

Republic of India

Accounting standards notified under section 133 of the Companies Act, 2013 read with
Companies (Accounting Standards) Rules 2006 (as amended) and the Companies (Accounts)
Rules, 2014 in so far as they apply to our Bank, applicable requirements of the Banking
Regulation Act and guidelines and directions issued by the RBI from time to time

Indian Penal Code, 1860

Initial public offering

International Securities Identification Number

Indian Standard Time

Information Technology

The Income Tax Act, 1961

Know your customer

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

Master Direction — RBI (Acquisition and Holding of Shares or Voting Rights in Banking
Companies) Directions, 2023 dated January 16, 2023

Ministry of Corporate Affairs

Magnetic Ink Character Recognition

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

Not applicable

National Automated Clearing House

Net Asset Value

Non-convertible debenture

Non-banking financial company

A non-banking financial company which is a non-deposit taking, systemically important core
investment company

Non-banking finance company-micro finance institution

National Electronic Funds Transfer

The sections of the Companies Act, 2013 that were notified by the Ministry of Corporate
Affairs

National Payments Corporation of India

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

Non-resident external rupee account

Non-resident ordinary account

National Securities Depository Limited

National Stock Exchange of India Limited

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 the
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 and which was de-recognised through the Foreign
Exchange Management (Withdrawal of General Permission to Overseas Corporate Bodies
(OCBs)) Regulations, 2003. OCBs are not allowed to invest in the Issue.

Per annum
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Term
P/E
P/E Ratio
PAN
PAT
PFRDA

RBI

RBI Act

Regulation S

RoNW

RTGS

SCRA

SCRR

SEBI

SEBI Act

SEBI AIF Regulations
SEBI FPI Regulations
SEBI FVCI Regulations
SEBI ICDR Regulations

SEBI Merchant Bankers
Regulations

SEBI SBEB & SE
Regulations

SEBI Settlement
Regulations

SEBI VCF Regulations

SFB Licensing
Guidelines

SFB Operating
Guidelines

SFB

State Government

Stock Exchanges

STT

Takeover Regulations
U.S. GAAP

U.S. Holder

U.S. Securities Act
U.S./USA/United States
USD/US$

VCFs

WACA
Wilful Defaulter

Description
Price/earnings
Price/earnings ratio
Permanent account number
Profit after tax
Pension Fund Regulatory and Development Authority established under section 3(1) of the
Pension Fund Regulatory and Development Authority Act, 2013
Reserve Bank of India
Reserve Bank of India Act, 1934
Regulation S under the U.S. Securities Act
Return on Net Worth
Real Time Gross Settlement
Securities Contracts (Regulation) Act, 1956
Securities Contracts (Regulation) Rules, 1957
Securities and Exchange Board of India constituted under the SEBI Act
Securities and Exchange Board of India Act, 1992
Securities and Exchange Board of India (Alternative Investments Funds) Regulations, 2012
Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2019
Securities and Exchange Board of India (Foreign Venture Capital Investors) Regulations, 2000
Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018
Securities and Exchange Board of India (Merchant Bankers) Regulations, 1992

Securities and Exchange Board of India (Share Based Employee Benefits and Sweat Equity)
Regulations, 2021
Securities and Exchange Board of India (Settlement Proceedings) Regulations, 2018

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

Reserve Bank of India’s guidelines for licensing of “Small Finance Banks” in the Private
Sector dated November 27, 2014

Operating guidelines for Small Finance Banks dated October 6, 2016 issued by the RBI

Small finance bank within the meaning of the SFB Licensing Guidelines

The government of a state in India

BSE and NSE

Securities transaction tax

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

Generally Accepted Accounting Principles (as adopted by the U.S. Securities and Exchange
Commission)

A beneficial owner of Equity Shares that is for United States federal income tax purposes: (a)
an individual who is a citizen or resident of the United States; (b) a corporation organised
under the laws of the United States, any state thereof or the District of Columbia; (c) an estate
whose income is subject to United States federal income taxation regardless of its source; or
(d) a trust that (1) is subject to the primary supervision of a court within the United States and
the control of one or more U.S. persons for all substantial decisions of the trust, or (2) has a
valid election in effect under the applicable U.S. Treasury regulations to be treated as a U.S.
person

U.S. Securities Act of 1933, as amended

United States of America

United States Dollars

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

Weighted average cost of acquisition

Wilful defaulter as defined under Regulation 2(1)(lll) of SEBI ICDR Regulations
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ISSUE DOCUMENT SUMMARY

The following is a general summary of the terms of the Issue and is not exhaustive, nor does it purport to contain
a summary of all the disclosures in this Red Herring 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 Red Herring Prospectus, including “Risk Factors”, “The Issue”, “Capital
Structure”, “Objects of the Issue”, “Industry Overview”, “Our Business”, “Financial Statements”, “Issue
Procedure”, “Outstanding Litigation and Material Developments” and “Description of Equity Shares and Terms

of Articles of Association” beginning on pages 25, 72, 85, 101, 122, 160, 262, 417, 383 and 438, respectively.
Summary of our primary business

We are an SFB in India and recorded the third fastest Gross Loan Portfolio growth between Fiscal 2019 and Fiscal
2023 among SFBs with Gross Loan Portfolio of more than X 60 billion. (Source: CRISIL Report, page 133) We
had the second highest provision coverage ratio among SFBs with Gross Loan Portfolio of more than % 60 billion
in Fiscal 2023. (Source: CRISIL Report, page 137). Our operations are focused in rural and semi-urban areas and
as of March 31, 2023, we had 3.59 million customers (both deposit and credit) majorly located in rural and semi-
urban areas primarily in the states of Bihar and Uttar Pradesh that, in Fiscal 2022, were among the states with best
asset quality but with low and moderate credit penetration (Source: CRISIL Report, page 147).

Summary of the industry in which we operate

To promote financial inclusion, the Indian banking industry has seen several changes in recent years. As of March
31, 2023, the RBI has awarded SFB licences to 12 players keeping in with the government’s focus on financial
inclusion and inclusive banking. SFBs’ target audience is the low-income segment, who can be wooed with a
sachet level product suite. Unlike NBFCs, which expand horizontally with a special focus product, such as vehicle
loan, microfinance loans or housing finance, SFBs can expand vertically and horizontally offering multiple loan
products as well as deposit products. Loan portfolio CAGR of approximately 22% between Fiscal 2023 - Fiscal
2025 is expected for SFBs. (Source: CRISIL Report, pages 129, 130 and 131)

Our Promoter

Our promoter is Utkarsh Corelnvest Limited, a public limited company incorporated under the provisions of the
Companies Act, 1956 on May 15, 1990. Our Promoter was incorporated as Shre Pathrakali Finance Company
Limited and subsequently, the name of our Promoter underwent several changes and was last changed to Utkarsh
Corelnvest Limited, for which a fresh certificate of incorporation consequent to the change of name was issued
by the RoC on October 11, 2018. Pursuant to the Business Transfer Agreement, our Promoter sold its business of
providing microfinance, as a going concern, including the assets, liabilities, contracts, receivables, licenses,
employees, books and records, tax benefits, etc. and excluding certain statutory assets, vehicles and statutory
liabilities to our Bank. As per the terms of the RBI In-Principle Approval, our Promoter was converted into an
NBFC-CIC-NDSI with effect from May 3, 2018 under certificate number C.07.00781. For further details, see
“Our Promoter and Promoter Group” beginning on page 231.

Issue Size

Issue of up to [*] Equity Shares aggregating up to 35,000 million to be issued by our Bank, in terms of this Red
Herring Prospectus. The Issue includes a reservation of up to [*] Equity Shares, aggregating up to X[¢] million
(constituting up to 1% of the size of the Issue), for subscription by Eligible Employees.

The Issue and the Net Issue shall constitute [¢]% and [+]%, respectively of the fully diluted post-Issue paid up
Equity Share capital of our Bank. For further details, see “The Issue” and “Issue Structure” beginning on pages
72 and 413, respectively.

Objects of the Issue

The details regarding the use of the Net Proceeds are set forth below:

Particular Amount (in X million)
Augmenting our Bank’s Tier — 1 capital base to meet its future capital requirements”  [*]
# In terms of the SFB Operating Guidelines, the Bank is required to maintain a minimum capital adequacy ratio of 15% of the risk weighted
assets of the Bank on a continuous basis, subject to any higher percentage as may be prescribed by RBI from time to time, and the Tier - |
capital is required to be at least 7.5% of the risk weighted asset. As on March 31, 2023 the Bank’s Tier-1 capital base was < 18,448.22 million
(equivalent to 18.25%). Accordingly, the Bank proposes to utilize the Net Proceeds towards augmenting its capital base to meet its future

14



capital requirements which are expected to arise out of growth in the Bank’s assets, primarily the Bank’s loans/advances and investment
portfolio and to ensure compliance with regulatory requirements on capital adequacy prescribed by the RBI from time to time. For further
details see “Risk Factors - 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 ” on page 40.

For details, see “Objects of the Issue” beginning on page 101.

Pre-1ssue Shareholding of the Promoter

The equity shareholding of our Promoter as on the date of this Red Herring Prospectus is set forth below:

S.No. Promoter Number of Equity Shares % of total pre-Issue paid up
Equity Share capital
1. Utkarsh Corelnvest Limited 759,272,222* 84.75

*Includes one Equity Share each held by Mr. Govind Singh, Ms. Revati Govind Singh, Mr. Trilok Nath Shukla, Mr. Ashwani Kumar, Mr.
Rahul Dey and Mr. Raghvendra Singh, as nominees on behalf of our Promoter, who is the beneficial owner of such Equity Shares.

As on the date of this Red Herring Prospectus, other than our Promoter, there are no persons or entities that form
a part of our Promoter Group.

Summary of financial information
The summary of the financial information of our Bank as per the Restated Financial Statements is set forth below:

(Z in million, except per share data)

Particulars As at March 31,
2023 2022 2021

Capital 8,959.05 8,955.22 8,483.34
Net worth* 20,003.21 15,722.97 13,683.53
Net asset value per Equity Share** 22.33 17.56 16.13
Total borrowings 23,494.75 25,719.35 26,078.25
Total Income 28,042.86 20,336.46 17,058.36
Net Profit / (Loss) 4,045.02 614.62 1,118.15
Earnings per Equity Share***

- Basic 4.52 0.70 1.46

- Diluted 4.51 0.70 1.46

*Capital + Reserves

** Net worth at the end of the period / Total number of equity shares outstanding at the end of period

***Note:

i.  Basic earnings per shares = Net profit after tax, as restated, attributable to equity shareholders / Weighted average number of basic
Equity Shares outstanding during the period/years.

ii.  Diluted earnings per share = Net profit after tax, as restated, attributable to equity shareholders / Weighted average number of diluted
Equity Shares outstanding during the period/years.

For further information, see “Financial Statements”, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Results of Operation — Fiscal 2023 compared to Fiscal 2022” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Results of Operation
— Fiscal 2022 compared to Fiscal 2021 beginning on pages 262, 365 and 366.

Qualifications of the Joint Statutory Auditors which have not been given effect to in the Restated Financial
Statements

The Joint Statutory Auditors have not made any qualifications in the examination report that require any
adjustments to the Restated Financial Statements.

Summary of Qutstanding Litigation

A summary of outstanding litigation or legal proceedings involving our Bank and our Promoter as of the date of
this Red Herring Prospectus is provided below:
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Name of Number of Number of Number of Number of  Other Number of Aggregate

entity criminal tax statutory or  disciplinary matters material civil amount
proceedings  proceedings  regulatory actions by proceedings*  involved in
proceedings the SEBI or % million”"
the Stock

Exchanges

against our

Promoter in

the last five

years

Bank
Against our - 1% 5 NA - - 4.97
Bank
By our Bank 2,204 4& - NA 2 - 706.91

Directors
Against our - - - NA - - -
Directors
By our - - - NA - - -
Directors
Promoter
Against our 1 - 2 Nil - - 250.04
Promoter
By our - 2 - NA - - 127.19
Promoter
Group Company

Outstanding - - - NA - - -
litigation
that
has a
material
impact on
our Bank

ATo the extent quantifiable.

*Determined in accordance with the Materiality Policy.

%An appeal has been filed against the relevant order determining an income tax demand of ¥ 3.36 million against refund claimed of ¥ 9.24
million for assessment year 2017-2018 and a demand of %3.19 million for assessment year 2017-18.

&Two separate appeals have been filed against the same amount in respect of reduction of demand from ¥ 56.54 million to ¥ 0.46 million for
assessment year 2020-2021 and an appeal dated June 21, 2023 has been filed by our Bank against the reassessment order dated May 24,
2023 for assessment year 2017-2018

Further, as on the date of this Red Herring Prospectus, there are no outstanding litigation proceedings involving
our Group Company, the outcome of which has a material impact on our Bank.

For details, see “Outstanding Litigation and Material Developments” beginning on page 383.
Risk Factors

For details in relation to certain risks applicable to us, see “Risk Factors” beginning on page 25.
Summary of Contingent Liabilities of our Bank

As of March 31, 2023, our contingent liabilities, as provided for in our Restated Financial Statements, are as
follows:

(in X million)

Sr. No. Particulars Contingent
liabilities as at
March 31, 2023
1. Guarantees given on behalf of constituents
i) In India 255.11
ii) Outside India -
2. Other items for which the bank is contingently liable (refer note 2) 3,160.94
Total 3,416.05
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Note 1: The Supreme Court of India in its judgement in the case of The Regional Provident Fund Commissioner (II) West Bengal v/s
Vivekananda Vidyamandir and others on February 28, 2019 has clarified that any emolument paid universally, necessarily and ordinarily to
all employees across the board is to be considered as basic wage and accordingly needs to be considered for calculation of provident fund
contribution. Our Bank would record any further effect in its financial statements, in the period in which it receives additional clarity on the
said subject, if necessary and the effect of this order has been taken into effect from April 1, 2019.

Note 2: (i) Includes capital commitment of I 306.59 million (March 31, 2022: % 378.11 million; March 31, 2021: % 392.65 million,), (ii)
includes pending tax litigation of ¥ 68.68 million (March 31, 2022: ¥ 12.64 million, March 31,2021 : ¥ 14.99 million); (iii) includes commitment
towards irrevocable Undrawn Fund Based Credit facilities of ¥2,782.51 million (March 31, 2022: Nil, March 31, 2021: Nil).

For details on the contingent liabilities of our Bank as reported in the Restated Financial Statements, see
“Financial Statements — Note 14 — Contingent Liabilities” beginning on page 273.

Summary of Related Party Transactions

(in % million)

Particulars Financial Year ended
March 31, March 31, March 31,
2023 2022 2021
Utkarsh Corelnvest Limited (Holding Company)
Deposits Outstanding as on 423.81 375.19 315.40
Amount deposited during the year 453.10 207.90 195.20
(excluding CASA deposit)
Amount repaid during the year 407.00 114.30 136.00
(excluding CASA deposit)
Maximum deposit outstanding during the year 419.91 376.37 316.10
Interest paid 29.21 25.55 21.12
ESOP cost cross charged (4.57) 7.90 14.02
Service charge for collections 0.13 0.27 0.12
Rent for office space 0.87 0.82 0.81
Transactions (collection and payment) carried out on behalf of - - 8.80
Bank
Amount Payable/(Recoverable) 1.39 6.11 6.22
Utkarsh Welfare Foundation (fellow subsidiary) *
Deposits Outstanding as on 11.97 16.69 18.30
Maximum deposit outstanding during the year 33.98 25.24 24.00
Interest paid 1.34 0.93 0.75
Contribution towards CSR & CER 32.20 41.00 23.00
Utkarsh Small Finance Bank Employees’ Gratuity Trust
Deposits Outstanding as on 0.83 0.51 0.94
Maximum deposit outstanding during the year 15.52 17.74 18.47
Interest paid 0.06 0.06 0.00*
Contribution to Gratuity Trust 38.86 - -
Withdrawal from Gratuity Trust 26.63 - -

Key Managerial Employees
Govind Singh (MD & CEO)

Deposits Outstanding as on 4.71 6.79 12.49
Amount deposited during the year - - 0.00*
(excluding CASA deposit)

Amount repaid during the year - - 0.00*
(excluding CASA deposit)

Maximum deposit outstanding during the year 10.51 13.07 14.70
Interest paid 0.45 0.72 0.37
Remuneration to KMP** 26.22 20.20 23.80
ESOP granted 6.00 1.20 -
Mukund Barsagade (CFO) #

Deposits Outstanding as on - 1.66 2.30
Maximum deposit outstanding during the year 1.92 2.92 2.85
Interest paid 0.04 0.12 0.11
Remuneration to KMP 6.92 11.31 10.49
ESOP granted - 3.44 5.53
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Particulars Financial Year ended
March 31, March 31, March 31,
2023 2022 2021
Sarjukumar Pravin Simaria (CFO)
Deposits Outstanding as on 0.82 - -
Maximum deposit outstanding during the year 1.75 - -
Interest paid 0.02 - -
Remuneration to KMP 7.20 - -
ESOP granted 2.45 - -
Nutan Rane (CS) @@
Deposits Outstanding as on - 0.00* 0.00*
Maximum deposit outstanding during the year - 0.19 0.31
Interest paid - 0.00* 0.00*
Remuneration to KMP - 2.69 3.25
Muthiah Ganapathy (CS)
Deposits Outstanding as on 0.90 0.08 -
Maximum deposit outstanding during the year 0.96 0.08 -
Interest paid 0.04* 0.00* -
Remuneration to KMP 4.61 0.40 -
Enterprise where KMP exercise significant influence:
RAAG Family Private Trust
Deposits Outstanding as on - - 0.00*
Maximum deposit outstanding during the year - 0.00* 0.00*
Interest paid - 0.00* 0.00*
KMP Relative
Revati Govind Singh
Deposits Outstanding as on 2.17 2.75 5.30
Maximum deposit outstanding during the year 2.75 5.10 5.30
Interest paid 0.12 0.28 0.10
Ankur Singh
Deposits Outstanding as on 0.05 0.00* 1.20
Maximum deposit outstanding during the year 1.74 1.83 9.40
Interest paid 0.02* 0.00* 0.30
Achin Singh
Deposits Outstanding as on 0.26 0.33 3.20
Maximum deposit outstanding during the year 4.08 3.19 7.30
Interest paid 0.10 0.10 0.30
Ramesh Chandra Singh
Deposits Outstanding as on 1.68 1.34 1.50
Amount deposited during the year (excluding CASA deposit) 0.63 0.74 0.20
Amount repaid during the year (excluding CASA deposit) 0.44 1.10 0.10
Maximum deposit outstanding during the year 1.78 1.44 1.50
Interest paid 0.20 0.13 0.10
ESOP granted - - 1.70
Consultancy Charges 1.69 - -
Renu Singh
Deposits Outstanding as on 2.82 2.44 2.50
Amount deposited during the year 4.06 - 4.00
(excluding CASA deposit)
Amount repaid during the year 3.70 - 4.10
(excluding CASA deposit)
Maximum deposit outstanding during the year 2.79 2.43 2.50
Interest paid 0.35 0.00* 0.40
Parvati Devi
Deposits Outstanding as on 1.08 0.90 0.80
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Particulars Financial Year ended

March 31, March 31, March 31,
2023 2022 2021

Amount deposited during the year 0.91 0.39 0.50
(excluding CASA deposit)

Amount repaid during the year 0.91 0.24 -
(excluding CASA deposit)

Maximum deposit outstanding during the year 1.02 0.89 0.80
Interest paid 0.19 0.00* 0.00*
Nirmala Simaria

Deposits Outstanding as on 0.20 - -
Amount deposited during the year 0.20 - -
(excluding CASA deposit)

Maximum deposit outstanding during the year 0.20 - -
Interest paid 0.01* - -

* Amount less than T 50,000 is shown as Nil.

** During the year ended March 31, 2021, remuneration paid to MD & CEQO includes provision for annual bonus for Fiscal 2020 for ¥2.50
million and salary increment for Fiscal 2021 of %2.91 million.

** During the year ended March 31, 2022, remuneration paid to MD & CEO includes annual bonus of ¥ 6.30 million and reversal of salary
paid in Fiscal 2021 of ¥ 6.53 millions for the differential amount post approval of RBI vide letter dated January 12, 2022.

** During the year ended March 31, 2023, remuneration paid to MD & CEQ includes arrear salary of Fiscal 2022 of ¥ 6.20 million post
revised approval of RBI vide letter dated July 28, 2022 for remuneration of MD & CEO for Fiscal 2021 and bonus ¥ 2.0 million post approval
of RBI vide letter dated December 14, 2022 for remuneration of MD & CEO for Fiscal 2022

@ Includes arrear salary of Fiscal 2022 of ¥ 6.20 million post revised approval of RBI vide letter dated July 28, 2022 for remuneration of MD
& CEO for Fiscal 2021.

# UWF was the fellow subsidiary of the Bank up to February 25, 2022.

# Except EL encashment and Bonus paid post exiting our Bank, all other details for Mukund Barsagade are up to September 22, 2022, being
his last day as Chief Financial Officer.
@@ Nutan Rane ceased to be the company secretary and compliance officer of the Bank up to March 14, 2022.

Notes:

1. As the provisions for gratuity and leave benefits are made for the Bank as a whole, the amounts pertaining to the Key Management
Personnel are not specifically identified and included above.

2. Refer Annexure 20.16 of Restated Financial Statements on ESOP grant to MD & CEO.

For details on the related party transactions of our Bank as reported in the Restated Financial Statements, see
“Financial Statements —20.19: Related Party Transactions” beginning on page 333.

Issuances of Equity Shares made in the last one year for consideration other than cash

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

Financing Arrangements

There have been no financing arrangements whereby our Promoter, directors of our Promoter or members of our
Promoter Group or our Directors and any of their relatives (as defined in the Companies Act, 2013) have financed
the purchase by any other person of securities of our Bank (other than in the normal course of the business of the
relevant financing entity) during a period of six months immediately preceding the date of filing of this Red
Herring Prospectus.

Details of price at which specified securities were acquired by our Promoter, the members of the Promoter
Group, and Shareholders with special rights in the last three years immediately preceding this date of Red
Herring Prospectus

Name of the acquirer/ Nature of Date of acquisition Number of  Acquisition
Shareholder securities of securities securities price per
acquired secu rity#
(in%)
Utkarsh Corelnvest Limited Equity Shares ~ August 29, 2019 and October 1,000 27.00

11, 2019 (beneficial ownership
was transferred)
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Name of the acquirer/ Nature of Date of acquisition Number of  Acquisition

Shareholder securities of securities securities price per
acquired security”
(in%)

November 23, 2020 (legal

ownership was transferred)”

A Pursuant to the resolution passed by Utkarsh Corelnvest Limited on August 29, 2019 and October 11, 2019, the beneficial ownership of
1,000 Equity Shares was transferred by Mr. Abhisheka Kumar to Utkarsh Corelnvest Limited for a purchase consideration of T 27 per Equity
Share on October 11, 2019. Subsequently, Mr. Abhisheka Kumar was designated as a nominee shareholder of Utkarsh Corelnvest Limited,
holding 1,000 Equity Shares. On November 23, 2020, Mr. Abhisheka Kumar transferred the legal ownership of 999 Equity Shares to our
Promoter, and one Equity Share to Mr. Rahul Dey who was designated as a nominee shareholder of Utkarsh Corelnvest Limited on November
27, 2020.

#As certified by JHS & Associates LLP, Chartered Accountants, by way of their certificate dated July 6, 2023.

As on the date of this Red Herring Prospectus, other than our Promoter, there are no persons or entities that form
a part of our Promoter Group.

Weighted average price at which the Equity Shares were acquired by our Promoter in the one year preceding
the date of this Red Herring Prospectus

No Equity Shares were acquired by our Promoter in the last one year.
Average Cost of Acquisition of our Promoter

The average cost of acquisition of Equity Shares of our Promoter is ¥10.50" per Equity Share.

*As certified by JHS & Associates LLP, Chartered Accountants, by way of their certificate dated July 6, 2023

WACA of all shares transacted in last three years, 18 months and one year preceding the date of this Red
Herring Prospectus

Period WACA (in )" Cap price is ‘X’ times the Range of acquisition

WACA" price: lowest price —

highest price (in ¥)*
One year 21.23 [] 14.01 - 27.00
18 months 20.91 [] 14.01-27.00
Three years 28.64 [] 14.01 — 31.80

# As certified by JHS & Associates LLP, Chartered Accountants pursuant to their certificate dated Ju
* Information on Cap Price will be included after finalization of the Price Band

y 6, 2023

Details of pre-1PO placement
Our Bank does not propose to undertake a pre-1PO placement.
Split or Consolidation of Equity Shares in the last one year

Our Bank has not undertaken a split or consolidation of the Equity Shares in the one year preceding the date of
this Red Herring Prospectus.

Exemption from complying with any provisions of securities laws granted by the SEBI

Our Bank intends to undertake cancellation / early redemption of the 2,500 NCDs bearing ISIN INE735W08012
in respect of which SEBI has issued a show cause notice dated November 3, 2022 (“Exemption NCDs”) and
restore status quo ante.

Accordingly, our Bank filed an exemption application under Regulation 102 of the Listing Regulations seeking
an exemption from obtaining (i) prior consent of BSE; and (ii) written consent of at least three-fourth holders of
Exemption NCDs by value, as required under Regulation 59 of the Listing Regulations, in order to enable our
Bank to make requisite material modifications to the redemption related terms of Exemption NCDs. SEBI,
pursuant to its letter bearing reference number SEBI/HO/DDHS/DDHS-SEC-1/P/OW/2023/0000025667/1 dated
June 22, 2023 has acceded to our Bank’s request for the exemption from compliance with Regulation 59 of the
Listing Regulations for alteration of the terms of the Exemption NCDs.
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CERTAIN CONVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
AND CURRENCY OF PRESENTATION

Certain Conventions

All references in this Red Herring Prospectus to “India” are to the Republic of India and its territories and
possessions and all references herein to the “Government”, “Indian Government”, “Gol”, “Central Government”
or the “State Government™ are to the Government of India, central or state, as applicable. All references in this
Red Herring Prospectus to the “U.S.”, “USA” or “United States” are to the United States of America and its
territories and possessions.

Unless otherwise specified, any time mentioned in this Red Herring Prospectus is in Indian Standard Time
(“IST™). Unless indicated otherwise, all references to a year in this Red Herring Prospectus are to a calendar year.

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

Financial Data

Unless stated otherwise or the context otherwise requires, the financial data in this Red Herring Prospectus is
derived from the Restated Financial Statements. The Restated Financial Statements included in this RHP are as at
and for Fiscal 2023, 2022 and 2021 and have been prepared in terms of the requirements of Section 26 of Part |
of Chapter Il of the Companies Act, the SEBI ICDR Regulations, the Guidance Note on Reports in Company
Prospectuses (Revised 2019) issued by the ICAI, as amended from time to time. For further details, see “Financial
Statements” beginning on page 262.

Our Bank’s Financial Year commences on April 1 of the immediately preceding calendar year and ends on March
31 of that particular calendar year. Accordingly, all references to a particular fiscal or financial year are to the 12
month period commencing on April 1 of the immediately preceding calendar year and ending on March 31 of that
particular calendar year.

There are significant differences between the Ind AS, the International Financial Reporting Standards (the
“IFRS”), the Generally Accepted Accounting Principles in the United States of America (the “U.S. GAAP”) and
the Indian GAAP. The Restated Financial Statement included in this Red Herring Prospectus have been compiled
by the management of our Bank from the audited financial statements as at and for the years ended March 31,
2023, March 31, 2022 and March 31, 2021 prepared by our Bank in accordance with the provisions of Section 29
of the Banking Regulation Act, accounting principles generally accepted in India including the Companies (Indian
Accounting Standards) Rules, 2015 in so far as they apply to our Bank and circulars, guidelines and directions
issued by the RBI from time to time. Our Bank has not attempted to explain those differences or quantify their
impact on the financial data included in this 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. Further, Utkarsh Corelnvest
Limited, our Promoter, prepares its financial statements in accordance with Ind AS and such statements include
our financial statements prepared in accordance with Ind AS for the limited purpose of inclusion in Utkarsh
Corelnvest Limited’s consolidated financial statements. Since Ind AS differs from Indian GAAP, our Ind AS
financial statements prepared for the limited purpose of inclusion in Utkarsh Corelnvest Limited’s consolidated
financial statements are not comparable to our Restated Financial Statements. For risks in this regard, 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” beginning on page 66.

Accordingly, the degree to which the financial information included in this Red Herring Prospectus will provide
meaningful information is entirely dependent on the reader’s level of familiarity with Indian accounting practices.
Any reliance by persons not familiar with accounting standards in India, the Companies Act and the SEBI ICDR
Regulations, on the financial disclosures presented in this Red Herring Prospectus should accordingly be limited.
We have not attempted to quantify the differences between the financial data prepared under IFRS and U.S.
GAAP, nor have we provided a reconciliation thereof. We urge you to consult your own advisors regarding such
differences and their impact on our financial data.

Non-GAAP Financial Measures

Certain non-GAAP financial measures and certain other statistical information relating to our operations and
financial performance have been included in this section and elsewhere in this Red Herring Prospectus. We
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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. Such
non-GAAP measures are not measures of operating performance or liquidity defined by generally accepted
accounting principles. For further details, see “Risk Factors — We have in this Red Herring Prospectus 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” beginning on page 56. 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 industry and therefore may not be comparable to financial measures and
statistical information of similar nomenclature that may be computed and presented by other banks in India or
elsewhere. These non-GAAP financial measures have been reconciled to their nearest GAAP measure in “Our
Business”, “Selected Statistical Information”, “Other Financial Information” and “Capitalisation Statement”
beginning on pages 160, 238, 344 and 380, respectively.

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” beginning on
pages 25, 160 and 347, respectively, and elsewhere in this Red Herring Prospectus have been calculated on the
basis of our Restated Financial Statements.

Certain figures contained in this Red Herring Prospectus, including our financial statements, have been subject to
rounding-off adjustments. All decimals have been rounded off to two decimal points. In certain instances, (i) the
sum or percentage change of such numbers may not conform exactly to the total figure given; and (ii) the sum of
the numbers in a column or row in certain tables may not conform exactly to the total figure given for that column
or row. In this Red Herring Prospectus, any discrepancies in any table between the sums of the amounts listed in
the table and totals are due to rounding off. However, where any figures that may have been sourced from third-
party industry sources are rounded off to other than two decimal points in their respective sources, such figures
appear in this Red Herring Prospectus as rounded-off to such number of decimal points as provided in such
respective sources.

Industry and Market Data

For the purpose of confirming our understanding of the industry we operate in, in connection with the Issue, we
have commissioned and paid for a report exclusively for the purposes of the Issue for an agreed fee, titled “Report
on Small Finance Banks and various loan products” dated July, 2022, read with addendum dated May 2023 by
CRISIL, pursuant to their appointment vide agreement dated September 30, 2020 read along with addendum no.
1 dated July 25, 2022, which is also available at our Bank’s website, at https://utkarsh.bank/investors. For risks in
this regard, see “Risk Factors — Industry information included in this Red Herring Prospectus has been derived
from an industry report prepared by CRISIL MI&A which has been commissioned and paid for by us by us for
such purpose” beginning on page 64. CRISIL has confirmed vide its letter dated June 1, 2023, that it is an
independent agency, and is not related in any manner to our Bank, our Directors, our Promoter, our Key
Managerial Personnel or members of our Senior Management. CRISIL has required us to include the following
disclaimer in connection with the CRISIL Report:

“CRISIL Market Intelligence and Analytics (MI&A) 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). This Report is hot 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. 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. Utkarsh 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 MI&A operates independently of
and does not have access to information obtained by CRISIL Ratings Limited, which may, in their regular
operations, obtain information of a confidential nature. The views expressed in this Report are that of CRISIL
MI&A and not of CRISIL Ratings Limited. No part of this Report may be published/reproduced in any form without
CRISIL’s prior written approval.”
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The extent to which the market and industry data used in this 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. Industry publications
generally state that the information contained in such publications has been obtained from publicly available
documents from various sources believed to be reliable. The data used in these sources may have been reclassified
by us for the purpose of presentation. Data from these sources may also not be comparable.

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 25.

In accordance with SEBI ICDR Regulations, “Basis for the Issue Price” beginning on page 105 includes
information relating to our peer group companies. Such information has been derived from publicly available
sources. Accordingly, no investment decision should be made solely on the basis of such information.

Currency and Units of Presentation

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

In this Red Herring Prospectus, our Bank has presented certain numerical information. All figures have been
expressed in millions, except where specifically indicated. One million represents 10 lakhs or 1,000,000 and ten
million represents 1 crore or 10,000,000. However, where any figures that may have been sourced from third party
industry sources are expressed in denominations other than millions in their respective sources, such figures
appear in this Red Herring Prospectus expressed in such denominations as provided in such respective sources.

Exchange Rates

This Red Herring Prospectus contains translations of U.S. Dollar into Indian Rupees. These convenience
translations should not be construed as a representation that those U.S. Dollars could have been, or can be
converted into Indian Rupees, at any particular rate or at all.

The following table sets forth as of the dates indicated, information with respect to the exchange rate between the
Indian Rupee and the U.S. Dollar:

(in%)
Currency Exchange Rate as on Exchange Rate as on Exchange Rate as on,
March 31, 2023 March 31, 2022 March 31, 2021
1US$ 82.22 75.81 73.50

Source: www.fbil.org.in
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FORWARD LOOKING STATEMENTS

This Red Herring Prospectus contains certain “forward-looking statements”. All statements regarding our
expected financial condition and results of operations, business, plans and prospects are forward looking
statements, which include statements with respect to our business strategy, our revenue and profitability, our goals
and other matters discussed in this Red Herring Prospectus regarding matters that are not historical facts. These
forward looking statements include statements with respect to our business strategy, our expected revenue and
profitability, our goals and other matters discussed in this Red Herring Prospectus regarding matters that are not
historical facts. These forward looking statements can generally be identified by words or phrases such as “aim”,
“anticipate”, “believe”, “expect”, “estimate”, “intend”, “likely to”, “objective”, “plan”, “propose”, “project”,
“will continue”, “seek to”, “will pursue” or other words or phrases of similar import. Similarly, statements which

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

EXIYs EXINYs EXINNYS

These forward-looking statements, whether made by us or any third parties in this Red Herring Prospectus, are
based on our current plans, estimates and expectations and actual results may differ materially from those
suggested by such forward-looking statements. All forward looking statements 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. This could be due to risks or uncertainties associated with our expectations
with respect to, but not limited to, regulatory changes in the banking industry in which we operate in 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 in India that may
have an impact on our business or investments, monetary and fiscal policies of India, inflation, deflation,
unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other rates and prices, the
general performance of Indian and global financial markets, changes in the competitive landscape and incidence
of any natural calamities and/or violence. Significant factors that could cause our actual results to differ materially
from our expectations include, but are not limited to:

) Inability to comply with RBI inspection / observations or other regulatory requirements or any adverse
observations from such regulators.

. Adverse changes in the conditions affecting the states of Bihar and Uttar Pradesh as significant portion
of advances in the microbanking segment are towards customers located in these regions.

. Inability to comply with or any delay in compliance with laws and regulations applicable to our Bank.

. Loss of, or inability to attract or retain, Key Managerial Personnel or Senior Management.

) Weakness or failures of our internal control system which may cause significant operational errors.

. Susceptibility to operational risks, including fraud, petty theft and embezzlement on account of our

operations involving handling of significant amounts of cash.

For a further discussion of factors that could cause our actual results to differ, see “Risk Factors”, “Our Business”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” beginning on
pages 25, 160 and 347, 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. Forward-looking statements reflect our current views as of
the date of this Red Herring Prospectus and are not a guarantee of future performance. Although we believe that
the assumptions on which such statements are based are reasonable, any such assumptions as well as the statements
based on them could prove to be inaccurate.

We cannot assure 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 as a guarantee of future performance.

Neither our Bank, our Promoter, Directors, Key Managerial Personnel, Senior Management nor the BRLMs, or
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 will ensure that
investors in India are informed of material developments from the date of this Red Herring Prospectus until the
date of Allotment.
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SECTION II: RISK FACTORS

An investment in equity shares involves a high degree of risk. Potential investors should carefully consider all the
information in the Red Herring Prospectus, including the risks and uncertainties described below, before making
an investment in the Equity Shares pursuant to the Issue. The risks described below are not the only ones relevant
to us or our Equity Shares, the industry in which we operate or to India. Additional risks and uncertainties, not
currently known to us or that we currently do not deem material may also adversely affect our business, results
of operations, cash flows and financial condition. If any or some combination of the following risks, or other risks
that are not currently known or believed to be adverse, actually occur, our business, results of operations and
financial condition 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 order to obtain a complete understanding of our Bank and our business, prospective investors
should read this section in conjunction with “Our Business”, “Industry Overview”, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and “Financial Statements” on pages 160, 122,
347 and 262, respectively, as well as the other financial and statistical information contained in this Red Herring
Prospectus. In making an investment decision, prospective investors must rely on their own examination of us and
our business and the terms of the Issue, including the merits and risks involved.

Potential investors should consult their tax, financial and legal advisors about the particular consequences of
investing in the Issue. Unless specified or quantified in the relevant risk factors below, we are unable to quantify
the financial or other impact of any of the risks described in this section. Prospective investors should pay
particular attention to the fact that our Bank is incorporated under the laws of India and is subject to a legal and
regulatory environment which may differ in certain respects from that of other countries.

This Red Herring Prospectus also contains certain forward-looking statements that involve risks, assumptions,
estimates and uncertainties. Our actual results could differ from those anticipated in these forward-looking
statements as a result of certain factors, including the considerations described below and elsewhere in this Red
Herring Prospectus. For further information, see “Forward-Looking Statements” on page 24.

Unless otherwise indicated, the financial information included herein is based on our Restated Financial
Statements included in this Red Herring Prospectus. For further information, see “Financial Statements”’ on page
262. Unless the context otherwise requires, in this section, references to “we”, “us”, “our”, “the Bank” or “our
Bank” refers to Utkarsh Small Finance Bank Limited.

Unless otherwise indicated, industry and market data used in this section has been derived from the report
“Report on Small Finance Banks and various loan products ” dated July, 2022 read with addendum dated May,
2023 (the “CRISIL Report”) prepared and released by CRISIL MI&A and exclusively commissioned by and paid
for by us pursuant to the appointment of CRISIL vide agreement dated September 1, 2020 read along with
addendum no. 1 dated July 25, 2022, in connection with the Issue. The data included herein includes excerpts
from the CRISIL Report available on the website of the Bank at https://www.utkarsh.bank/investors. The relevant
industry sources are indicated at all relevant places within this section. Unless otherwise indicated, 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. Also see, “Certain
Conventions, Presentation of Financial, Industry and Market Data and Currency of Presentation — Industry and
Market Data” on page 21.

RISKS RELATING TO OUR BUSINESS

1. We are subject to inspections by regulatory authorities, including by the RBI. Non-compliance with
RBI inspection/ observations or other regulatory requirements or any adverse observations from such
regulators may have a material adverse effect on our business, financial condition, results of operation
or cash flows.

We are subject to regulation and supervision by the RBI. The RBI as a part of its supervisory processes, conducts
periodic inspections under the Banking Regulation Act, pursuant to which the RBI issues observations, directions
and monitorable action plans, on issues related to, amongst other things, our operations, risk management systems,
internal controls and regulatory compliance and credit monitoring systems. During the course of finalizing
inspections, the RBI inspection team shares its findings and recommendations with us and provides us 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
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and, upon final determination by the RBI of the inspection results, we are required to take actions specified therein
by the RBI to its satisfaction, including, without limitation, requiring us to make provisions, implement credit
rating and scoring models for loans, and tighten controls and compliance measures. During the RBI inspection
conducted in January 2020, pursuant to Section 35 of the Banking Regulation Act, RBI has made certain
observations regarding our business and operations including, amongst others, reduce our concentration in our
JLG loan portfolio and submit a quarterly monitorable plan from the quarter ended September 30, 2020 onwards,
ensuring 100% coverage of PAN as part of customer information forms for our retail and MSME borrowers and
that our core banking solutions has inbuilt cross referencing with the NSDL database, implement two-factor
authentication for our critical applications like core banking solution and treasury, reduction of concentration in
our wholesale lending portfolio to 25 NBFC borrowers, inability of treasury module to support trades in TREPS
and over the counter trades were not executed over recorded lines, valuations were not carried out correctly for
the HTM portfolio and the valuations and portfolio holdings were prepared by the front office dealer and the back-
office was not aware of the valuation process or how to arrive at the total portfolio holdings and information
technology risk was not considered in the scope of risk committee charter. With effect from January 5, 2021, it is
mandatory for all retail asset borrower customers to submit PAN details and as of March 31, 2023, PAN was not
available for 0.06% of our customers. There was no impact of valuations which were not carried out correctly for
the HTM portfolio on our financials.

The RBI has conducted the annual financial inspection of our Bank for Fiscal 2022. Supervisory letter dated
January 19, 2023, highlighting supervisory concerns, and the risk mitigation plan, was issued to our Bank. There
is no major systemic supervisory concerns and our Bank is in the process of ensuring compliance with the
supervisory concerns and the risk mitigation plan advised by the RBI.

While our Bank has taken actions and responded to the RBI’s observations, findings, directions, risk mitigation
plans and regulatory non-compliances and in certain instances is in the process of taking actions, we cannot assure
you that the RBI will not make similar or other observations in the future or such actions have been or will be
addressed to the satisfaction of RBI. In the event we are unable to resolve such deficiencies and other matters to
the RBI’s satisfaction, or are otherwise in non-compliance with the RBI’s directions, the RBI may charge
penalties, penalize our management, 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,
or even cancel our banking license. Imposition of any penalty or adverse findings by the RBI during ongoing or
any future inspections may therefore have an adverse effect on our business, results of operations, financial
condition and reputation.

We operate in a regulated market with evolving laws and regulations which change over time. Certain of these
laws and regulations governing our business are relatively new, and thus their interpretation and enforcement may
involve uncertainties. Also, we could be in non-compliance with regulatory requirements prescribed by the RBI
or may be delayed in implementing certain changes in the law or incur additional expenses to comply with such
laws and regulations, which could adversely affect our future growth, development and business. For instance,
our Bank received a letter dated March 31, 2022 (“March Letter”) from the RBI conveying its displeasure
regarding non-compliance with RBI circular on “Un-authorised operation of Internal /Office Accounts” dated July
17, 2019 and RBI letter dated September 13, 2021 advising our Bank to carry out an audit of its systems and
processes through the statutory central auditor and submitting a certificate on the status of compliance by our
Bank. In the March Letter, RBI advised our Bank to ensure strict and full compliance with the circular by April
30, 2022. Our Bank responded to the RBI vide its letter dated April 21, 2022 providing an updated status of the
major gaps in compliance with the provisions of the RBI circular as listed in the March Letter and assured the
RBI of full compliance with the said circular and September 13, 2021 letter at the earliest. Subsequently, our Bank
submitted an audit certificate, on status of compliance with the RBI circular by our Bank, from the previous
statutory auditors to the RBI vide its email dated June 29, 2022.

Additionally, our Bank also received a show cause notice dated May 4, 2022 (“May Letter”) from the RBI
expressing their displeasure on the non-compliance of the RBI circular on “Automation of Income Recognition,
Asset Classification and Provisioning processes in banks” dated September 14, 2020 and RBI letter dated
September 16, 2021 advising our Bank to carry out an audit of its systems and processes relating to automation
of income recognition, asset classification and provisioning process through the statutory central auditor and
submitting a certificate on the status of compliance by our Bank. Our Bank responded to the RBI vide its letters
dated May 23, 2022 and June 3, 2022 providing an updated status of the major gaps in compliance with the
provisions of the RBI circular listed in the May Letter and ensured full compliance to the RBI circular and the
September 16, 2021 letter at the earliest. Further, our Bank submitted an audit certificate to the RBI, on status of
compliance with the RBI circular by our Bank, from the previous statutory auditors vide its email dated June 21,
2022. Subsequently, the officials from RBI also conducted an on-site inspection in August 2022, to verify
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compliance with this circular. In another instance, we received a notice dated March 28, 2023 from the Municipal
Corporation at Varanasi levying a penalty of ¥ 0.50 million on our Bank on account of illegal and unauthorized
advertisements. Our Bank vide its letter dated April 24, 2023 has responded to the said notice requesting the
Municipal Corporation to waive the penalty levied on it. For further information on these matters, see
“QOutstanding Litigation and Material Developments” on page 383.

Also, previously, on June 20, 2020, our Bank issued 12.50% Non-Convertible Debentures (“NCDs”) to IDFC
First Bank Limited aggregating to 31,950 million which was reported to the RBI on June 29, 2020. The
Department of Regulation, RBI Central Office by way of its letter dated January 13, 2021 alleged non-compliance
by our Bank with the relevant RBI circulars/ instructions pertaining to disclosures in the offer document for the
issuance of NCDs and thereby the NCDs not qualifying as an eligible tier Il capital instrument. Our Bank has,
pursuant to its letter dated March 10, 2021 and e-mail dated June 30, 2021, made a detailed submission together
with supporting documents to the RBI requesting it to consider the NCDs as eligible tier Il capital instrument as
they are compliant with RBI guidelines. Subsequently, our Bank received a letter dated July 1, 2021 from the RBI
acknowledging our submissions sent to them on the subject matter and instructed our Bank to ensure strict
compliance with the terms and conditions for issuance of instruments qualifying for regulatory capital as specified
in the RBI circulars/instructions at all times.

As a small finance bank, we also require approval from the RBI for appointment of our statutory auditors. The
RBI, pursuant to its letter dated April 29, 2022 approved the appointment of Deloitte Haskins & Sells, Chartered
Accountants and Kirtane & Pandit LLP, Chartered Accountants as the joint statutory auditors of our Bank for
Fiscal 2023. Appointment, reappointment and removal of statutory auditors of the Bank will continue to be subject
to prior approval of the RBI, and we cannot assure you that we will be able to obtain such approval for appointment
or changes sought by our Bank.

2. Our Previous Statutory Auditors have been debarred by the Reserve Bank of India from undertaking
audit assignments for entities regulated by RBI for a period of two years with effect from April 1, 2022.

Haribhakti & Co. LLP, Chartered Accountants, have audited our financial statements as at and for the years ended
March 31, 2020, 2021 and 2022. The RBI has pursuant to its order dated September 23, 2021, debarred our
erstwhile statutory auditors, Haribhakti & Co. LLP, Chartered Accountants, from undertaking any type of audit
assignments for entities regulated by the RBI for a period of two years with effect from April 1, 2022. According
to the RBI, this action has been taken on account of a failure on part of Haribhakti & Co. LLP, Chartered
Accountants, to comply with a specific direction issued by the RBI with respect to their statutory audit of a
systemically important NBFC. However, the RBI vide its press release dated October 12, 2021 clarified that the
order would not impact audit assignments being undertaken by Haribhakti & Co. LLP, Chartered Accountants, of
RBI regulated entities for Fiscal 2022. Further, for the purposes of the Issue, the RBI has by way of its e-mails to
our Bank dated May 30, 2022 and June 30, 2022 permitted Haribhakti & Co. LLP to undertake the audit
assignments as customary in relation to an IPO. Further, the RBI has through its e-mails dated July 7, 2022 and
September 8, 2022 permitted Haribhakti & Co. LLP, Chartered Accountants, to issue necessary certificates and
comfort letter in their capacity as “previous auditors” for the years ended March 31, 2020, 2021, 2022 and until
the conclusion of the Issue.

Deloitte Haskins & Sells, Chartered Accountants and Kirtane & Pandit LLP, Chartered Accountants have been
appointed as our new joint statutory auditors pursuant to receipt of the approval of our Shareholders at the annual
general meeting held on July 30, 2022 for a period of three financial years subsequent to March 31, 2022 subject
to RBI approval every year and the Joint Statutory Auditors continuing to fulfil the applicable eligibility norms
and their appointment has been approved by the RBI, for Fiscal 2023, vide its letter dated April 29, 2022. As
advised by the RBI, our Bank had approached the National Financial Reporting Authority, India and ICAI to
ascertain whether there are any adverse comments or pending disciplinary proceedings against either Joint
Statutory Auditor. The ICAI noted a disciplinary proceeding pending against a partner at Kirtane & Pandit LLP,
against which Kirtane & Pandit LLP furnished a clarification stating that they were not in contravention with ICAI
norms and that they had made relevant submissions to the ICAI, which remained pending. The relevant
communication was submitted to the RBI, and reiterated during the reappointment of our Joint Statutory Auditors.
Subsequently, Deloitte Haskins & Sells and Kirtane & Pandit LLP’s appointment as Joint Statutory Auditors for
Fiscal 2024 has also been approved by the RBI vide its letters dated April 21, 2023 and May 9, 2023.

Haribhakti & Co. LLP, Chartered Accountants may continue to act in their capacity of previous statutory auditors
in connection with the Issue subject to the terms of such RBI order dated September 23, 2021 and the subsequent
approval received from the RBI through its e-mails dated July 7, 2022 and September 8, 2022, and any further
approval or clarification from the RBI in this regard.
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3. A significant portion of our advances in the microbanking segment are towards customers located in
the states of Bihar and Uttar Pradesh, and any adverse changes in the conditions affecting the region
can adversely impact our business, financial condition, results of operations and cash flows.

A large number of our Banking Outlets are located in the states of Bihar and Uttar Pradesh. As of March 31, 2023,
374 out of our 830 Banking Outlets were located in these two States. Consequently, a majority of our advances
are towards customers in Bihar and Uttar Pradesh. As of March 31, 2023, advances towards customers in Bihar
was X 43,093.10 million and represented 30.88% of our Gross Loan Portfolio, while advances towards customers
in Uttar Pradesh was X 36,265.42 million and represented 25.98% of our Gross Loan Portfolio. For further
information in relation to our geographical presence, see “Our Business” and “Selected Statistical Information”
on pages 160 and 238, respectively.

In the event of a regional slowdown in the economic activity in Bihar and/ or Uttar Pradesh, or any other
developments including change in regulatory framework, political unrest, disruption or sustained economic
downturn or natural calamities in the region affecting the ability of our borrowers to repay our loans, or that make
our products in the region less beneficial, we may experience an adverse impact on our financial condition, results
of operations and cash flows, which are largely dependent on the performance, geo-political and other prevailing
conditions affecting the economy of these states. For instance, our microbanking customers in several districts in
Bihar and parts of eastern Uttar Pradesh were adversely impacted by floods in July 2020 that impacted their ability
to repay their loans. In addition, the market for our products in Bihar and Uttar Pradesh may perform differently
from, and be subject to, market and regulatory developments that are different from the requirements in other
states of India. There can be no assurance that the demand for our products will grow, or will not decrease, in the
future, in the region.

4. Our non-convertible debentures are listed on BSE and in the past, there were certain inadvertent
delays by us in making certain disclosures and regulatory filings to BSE under the Listing
Regulations. We have filed settlement applications before SEBI under show cause notice issued by
SEBI on account of such inadvertent delays.

Our non-convertible debentures are listed on the debt segment of BSE. We are therefore required to comply with
various applicable rules and regulations with respect to listed debentures, including the Listing Regulations (which
among other things, requires us to publish our quarterly financial results (excluding for the last quarter), subjected
to a limited review by our statutory auditors, every quarter within 45 days from the completion of the previous
quarter) and were required to comply with the provisions of the erstwhile Securities and Exchange Board of India
(Issue and Listing of Debt Securities) Regulations, 2008. For further information, see “Management’s Analysis
and Discussion of Financial Condition and Results of Operations — Recent Developments.” In the past, there were
certain inadvertent delays by us in making certain disclosures and regulatory filings to BSE under the Listing
Regulations regarding (i) half yearly reporting of compliance certificate for Fiscals 2018 and 2019; (ii) quarterly
reporting of statement of investor complaints for Fiscals 2018 and 2019; (iii) quarterly intimation of payment of
interest and record date for Fiscals 2018, 2019 and 2020; (iv) annual advance intimation of submission of financial
results for Fiscals 2018 and 2019; (v) submission of half-yearly and annual certificate by debenture trustee for
Fiscal 2018; (vi) intimation of payment of interest for Fiscals 2018, 2019 and 2020; (vii) annual intimation to
stock exchange for submission of all documents to debenture trustee for Fiscals 2018 and 2019; and (viii) half-
yearly reporting of ISIN for Fiscals 2019 and 2020 under the Listing Regulations with respect to our non-
convertible debentures listed on BSE.

Our Bank had suo moto filed a settlement application dated February 25, 2021 with SEBI under Regulation 3(1)
of the SEBI Settlement Regulations, in relation to the proceedings which may be initiated by SEBI regarding
inadvertent delay by our Bank in making certain disclosures and regulatory filings to BSE under the Listing
Regulations with respect to the NCDs of our Bank listed on BSE. Thereafter, SEBI informed our Bank that a
separate examination was being conducted on our Bank in relation to the issuance of 2,500 NCDs (ISIN:
INE735W08012) to Karvy Capital Limited (“KCL”) by our Bank (“SEBI Examination”) as a result of which
the settlement application was returned to our Bank with a leave to re-file the settlement application after the
conclusion of the SEBI Examination. During the course of the SEBI Examination, SEBI observed that such NCDs
issued to KCL, on a private placement basis, were subsequently downsold by KCL to 355 investors after allotment
but prior to the date of the listing of such NCDs, i.e., on July 27, 2018, thereby constituting a deemed public offer
in terms of Section 25(2) of the Companies Act, 2013 and therefore our Bank was alleged to be in violation of
Section 42 of the Companies Act, 2013 on account of the number of investors to whom such NCDs were downsold
being in excess of 200. After the conclusion of the SEBI Examination, SEBI vide its letter dated November 10,
2021, advised our Bank to file a compounding application with the NCLT for the contravention of provisions of
the Companies Act, 2013. For further details on the compounding application matters, see “Outstanding Litigation

28



and Material Developments- Other matters involving our Bank” and “Risk Factors- We have received a show
cause notice from SEBI regarding alleged non-compliance of provisions of Companies Act 2013 and erstwhile
SEBI (Issue and Listing of Debt Securities) Regulations, 2008 relating to public offering of securities which may
result in penal actions.” on pages 388 and 29, respectively.

Subsequently, our Bank filed a fresh suo moto settlement application dated November 25, 2022 in terms of
Regulation 3(1) of the SEBI Settlement Regulations, on account of inadvertent delays by our Bank in making
certain disclosures and regulatory filings to BSE (as mentioned above), to settle any present or future specified
proceedings that may be initiated against our Bank with respect to the inadvertent lapses under the Listing
Regulations by our Bank and requested SEBI to take a lenient view and accept the terms of settlement as proposed
in said settlement application. This settlement application was returned by SEBI vide its letter dated December
22, 2022 on account of pending examination being carried out by SEBI. For further details regarding settlement
application dated November 25, 2022, see “Outstanding Litigation and Material Developments — Other matters
involving our Bank” on page 388.

Thereafter, we received a show cause notice from SEBI dated March 16, 2023, alleging violation of certain
provisions of the Listing Regulations and SEBI circular dated June 30, 2017, relating to inadvertent delays and
non-submissions of certain disclosures and regulatory filings to BSE. Our Bank filed a fresh settlement application
dated April 27, 2023 in this matter, in terms of Regulation 3(1) of the SEBI Settlement Regulations to settle such
allegations and requested SEBI to take a lenient view and accept the terms of settlement as proposed in the
settlement application. For further details regarding the show cause notice dated March 16, 2023 and settlement
application dated April 27, 2023, see “Outstanding Litigation and Material Developments — Actions by regulatory
and statutory authorities involving our Bank” on page 386.

We may not be able to get a favourable order in these proceedings and may be subjected to further regulatory
actions. These and similar actions or any failure to prevail in a possible proceeding may adversely affect our
business, results of operations, financial condition and reputation. In addition, responding to any action or resultant
litigation may result in a diversion of our management’s attention and resources and an increase in professional
fees and compliance costs.

Further, in the event of non-compliance with such rules and regulations by us in the future, we may be subject to
certain penal actions, inter alia, including restrictions on further issuance of securities and freezing of transfer of
securities. Our inability to comply with or any delay in compliance with such rules and regulations in the future
may have an adverse effect on our business, results of operations and financial condition.

Further, trading in our debt securities has been limited and we cannot assure you that the debt securities will be
frequently traded on BSE or that there would be any market for our debt securities. We cannot predict if and to
what extent a secondary market may develop for the debt securities or at what price such debt securities will trade
in the secondary market or whether such market will be liquid or illiquid.

5. We have received a show cause notice from SEBI regarding alleged non-compliance of provisions of
Companies Act 2013 and erstwhile SEBI (Issue and Listing of Debt Securities) Regulations, 2008
relating to public offering of securities which may result in penal actions.

Our Bank had issued 2,500 NCDs (ISIN: INE735W08012) to Karvy Capital Limited (“KCL”). Pursuant to the
examination conducted on our Bank, in relation to the issuance of 2,500 NCDs to KCL by our Bank, SEBI
observed that such NCDs issued to KCL, on a private placement basis, were subsequently downsold by KCL to
355 investors after allotment but prior to the date of the listing of such NCDs, i.e., on July 27, 2018, thereby
constituting a deemed public offer in terms of Section 25(2) of the Companies Act, 2013 and therefore our Bank
was alleged to be in violation of Section 42 of the Companies Act, 2013 on account of the number of investors to
whom such NCDs were downsold being in excess of 200. For further details, regarding the NCDs issued by our
Bank see “Risk Factor - Our non-convertible debentures are listed on BSE and in the past, there were certain
inadvertent delays by us in making certain disclosures and regulatory filings to BSE under the Listing Regulations.
We have filed settlement applications before SEBI under show cause notice issued by SEBI on account of such
inadvertent delays” and “Capital Structure - Non-Convertible Debentures” on pages 28 and 88, respectively.

Subsequently, after discussions with SEBI, our Bank, in connection with the alleged violations of the provisions
of the Companies Act, 2013 pertaining to the NCDs issued to KCL, as mentioned above, and as instructed by
SEBI, had filed three compounding applications dated May 30, 2022, May 31, 2022 and June 1, 2022, with the
RoC, Regional Director, Northern Region, New Delhi and NCLT, Allahabad Bench, respectively, under Section
441 of the Companies Act, 2013. The RoC vide its order dated November 10, 2022 has disposed of the
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adjudication application with no action on part of the RoC. With respect to applications before the NCLT,
Allahabad Bench and Regional Director, Northern Region, New Delhi, the Regional Director by way of its orders
each dated May 9, 2023 has disposed of the two compounding applications. For further details regarding such
compounding applications and SEBI matters, see “Outstanding Litigation and Material Developments — Other
matters involving our Bank” on page 388.

Our Bank had suo moto filed a settlement application dated February 25, 2021 with SEBI under Regulation 3(1)
of the SEBI Settlement Regulations, in relation to the proceedings which may be initiated by SEBI regarding
inadvertent delay by our Bank in making certain disclosures and regulatory filings to BSE under the Listing
Regulations with respect to the NCDs of our Bank listed on BSE. Our Bank received a show cause notice dated
November 3, 2022 from SEBI under Rule 4(1) of the SEBI (Procedure for Holding Inquiry and Imposing
Penalties) Rule, 1995 read with Section 151 of the SEBI Act in relation to the suo moto settlement application
dated February 25, 2021 (mentioned above) filed with SEBI alleging contravention of the provisions of the
erstwhile SEBI (Issue and Listing of Debt Securities) Regulations, 2008 read with Section 59 of SEBI (Issue and
Listing of Non-Convertible Securities) Regulations, 2021 on account of a ‘deemed public issue’ undertaken by
our Bank as a result of issuance of 2,500 NCDs to KCL which was downsold to the public in excess of 200
investors. Our Bank was called upon by SEBI to show cause the reason for non-commencement of inquiry against
it under the SEBI (Procedure for Holding Inquiry and Imposing Penalties) Rules, 1995 read with the SEBI Act
and non-imposition of penalty under the SEBI Act. The proceedings in relation to this show cause notice are
currently ongoing. Our Bank had also filed a settlement application dated November 25, 2022 in terms of
Regulation 3(1) of the SEBI Settlement Regulations to settle the allegations made against it under the show cause
notice dated November 3, 2022 and requested SEBI to take a lenient view and accept the terms of settlement as
proposed in the settlement application. Our Bank vide its e-mail dated May 31, 2023, intimated SEBI about the
disposal off the compounding applications by the Regional Director, Northern Region, New Delhi. SEBI rejected
the aforesaid settlement application dated November 25, 2022 through its letter dated June 8, 2023. In relation to
the show cause notice dated November 3, 2022, the SEBI Adjudicating Officer through its letter dated June 12,
2023 scheduled a personal hearing on June 22, 2023, which our Bank has requested to be rescheduled.

Subsequently, our Bank vide its letter dated June 16, 2023 (“RBI Request Letter”) requested for RBI’s approval
regarding early redemption of 2,500 NCDs issued to KCL (ISIN: INE735W08012), subject to compliance with
the requirements of applicable law and regulatory instructions. Further, our Bank vide its letter June 16, 2023
intimated SEBI regarding the RBI Request Letter and its proposed plan of early cancellation / redemption of 2,500
NCDs issued to KCL. The RBI has responded to the RBI Request Letter through its letter dated July 4, 2023 and
has indicated that it has no-objection to the redemption of the aforementioned 2,500 NCDs post-completion of
five years (i.e. on or after July 9, 2023) from a regulatory perspective, subject to our Bank complying with the
SEBI guidelines and other laws/ regulations/ contracts/ terms of issue. Accordingly, our Bank has deposited the
full principal amount outstanding on such 2,500 NCDs (ISIN: INE735W08012) along with the interest due for
two quarters (i.e. *263.26 million) in a dedicated bank account and initiated the process of early redemption of
the aforementioned 2,500 NCDs (ISIN: INE735W08012).

Further, in order to enable our Bank to undertake cancellation / early redemption of the aforementioned 2,500
NCDs by making requisite material modifications to the redemption related terms of such NCDs, our Bank also
filed an application under Regulation 102 of the Listing Regulations seeking an exemption from obtaining (i) prior
consent of BSE; and (ii) written consent of at least three-fourth holders of aforementioned 2,500 NCDs by value,
as required under Regulation 59 of the Listing Regulations. SEBI, pursuant to its letter dated June 22, 2023 has
acceded to our Bank’s request for the exemption from compliance with Regulation 59 of the Listing Regulations
for alteration of the terms of the aforementioned 2,500 NCDs. For further details, see “Outstanding Litigation and
Material Developments - Actions by regulatory and statutory authorities involving our Bank”, and “Issue
Document Summary — Exemption from complying with any provisions of securities laws granted by the SEBI” on
pages 384 and 20, respectively.

We may not be able to get a favourable order in these proceedings and may be subjected to further regulatory
actions. These and similar actions or any failure to prevail in a possible proceeding may adversely affect our
business, results of operations, financial condition and reputation.

Further, in the event of non-compliance with such rules and regulations by us in the future, we may be subject to
certain penal actions, inter alia, including restrictions on further issuance of securities and freezing of transfer of
securities. Our inability to comply with or any delay in compliance with such rules and regulations in the future
may have an adverse effect on our business, results of operations and financial condition.
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6. Our total income has increased from ¥ 17,058.36 million in Fiscal 2021 to T 20,336.46 million in
Fiscal 2022 and further to ¥ 28,042.86 million in Fiscal 2023. However, profit after tax declined from
< 1,118.15 million in Fiscal 2021 to ¥ 614.62 million in Fiscal 2022. While our profit after tax was &
4,045.02 million in Fiscal 2023, there can be no assurance that we will be able to maintain profitability
in the future.

The total income of our Bank increased from % 17,058.36 million in Fiscal 2021 to X 20,336.46 million in Fiscal
2022, and further to % 28,042.86 million in Fiscal 2023, following growth in total assets of the Bank. However,
profit after tax declined from % 1,118.15 million in Fiscal 2021 to X 614.62 million in Fiscal 2022 on account of
an increase in credit provisions following the stress caused by the COVID-19 pandemic on collections and asset
quality profile of the Bank. During Fiscal 2022, the Bank also provided additional contingency provision of %
650.00 million to address future impact of the COVID-19 pandemic on the financial position of the Bank. For
further information on our total income and profit after tax, see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Results of Operation — Fiscal 2022 compared to Fiscal 2021”
on page 366. Our profit after tax has subsequently increased and was X 4,045.02 million in Fiscal 2023, as the
impact of COVID-19 abated and business and operations attained normalcy. However, there can be no assurance
that we will be able to maintain net profits in spite of growth in total income, owing to elevated expenses or other
factors outside our control.

7. We are dependent on our Key Managerial Personnel and Senior Management and the loss of, or our
inability to attract or retain, such persons could adversely affect our business, financial condition,
results of operations and cash flows.

Our performance and success depends largely on the efforts and abilities of our Key Managerial Personnel and
Senior Management. We believe that the inputs and experience of our Key Managerial Personnel and Senior
Management is valuable for the development of our business and operations and the strategic directions taken by
our Bank. For further information on our Key Managerial Personnel and Senior Management, see “Our
Management — Key Managerial Personnel and Senior Management” on page 227. Our ability to sustain our
growth depends upon our ability to attract and retain such personnel, developing managerial experience to address
emerging business and operating challenges and ensuring a high standard of customer service. We cannot assure
you that these individuals or any other member of our management team will not leave us or join a competitor or
that we will be able to retain such personnel or find adequate replacements in a timely manner, or at all. For
instance, our erstwhile chief financial officer submitted his resignation to us on June 20, 2022, effective from
September 22, 2022, and our present Chief Financial Officer was appointed with effect from October 31, 2022
and our erstwhile chief compliance officer submitted his resignation to us on February 13, 2023, effective from
April 22, 2023, and our present chief compliance officer was appointed with effect from April 22, 2023. We may
require a long period of time to hire and train replacement personnel when qualified personnel terminate their
employment with our Bank. We may also be required to increase our levels of employee compensation more
rapidly than in the past to remain competitive in attracting employees that our business requires. The loss of the
services of such persons may have an adverse effect on our business, results of operations and financial condition.
Additionally, the RBI reserves the right under the Banking Regulation Act to remove managerial persons from
office and/ or supersede the Board in order to protect interests of depositors of our Bank.

Attracting and retaining talented professionals is a key element to our growth strategy. We may also face attrition
of our existing workforce as a result of increased competition or other factors relating to our businesses. For
instance, our attrition rate in Fiscals 2021, 2022 and 2023, was 23.28%, 29.89% and 33.70%, respectively,
calculated for each period by dividing the number of resignations during such period by the total number of active
employees plus resigned employees during such period, while the number of employees that resigned in such
periods were 3,144, 5,380 and 7,844, respectively. In addition, if the banking industry increasingly moves toward
incentive-based pay schemes, attrition rates could increase and we could be forced to alter our remuneration
scheme. The resultant pressures may result in diminished profitability, especially if rates of return do not
experience a commensurate rise. An inability to attract and retain such talented professionals or the resignation or
loss of such professionals may have an adverse impact on our business and future financial performance. In
addition, we may could experience difficulties in managing our expanding workforce.

If we cannot hire additional qualified personnel or retain them, our ability to expand our business will be impaired
and our revenue could decline. We will need to recruit new employees, who will have to be trained and integrated
into our operations. We will also have to train existing employees to adhere properly to internal controls and risk
management procedures. Failure to train and motivate our employees properly may result in an increase in
employee attrition rates, require additional hiring, erode the quality of customer service, divert management
resources, increase our exposure to high-risk credit and impose significant costs on us.
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8. Certain of our Directors, Key Managerial Personnel and Senior Management are interested in our
Bank in addition to the remuneration and reimbursement of expenses. Further, our Promoter is also
interested in our Bank in addition to its shareholding.

Certain of our Directors, Key Managerial Personnel and Senior Management are interested in our Bank, in
addition to regular remuneration or benefits and reimbursement of expenses, as applicable, including to the extent
of bonuses distributed by our Bank, employee stock options granted/ approved to be granted pursuant to the ESOP
Plan 2020 and the MD and CEO ESOP Plan, as applicable and their subsequent shareholding in our Bank as well
as any dividends payable, if any. We cannot assure you that our Directors and Key Managerial Personnel will
exercise their rights as shareholders to the benefit and best interest of our Bank. Our Directors, Key Managerial
Personnel and Senior Management may take or block actions with respect to our business which may conflict
with the best interests of our Bank or that of minority shareholders. Further, our Key Managerial Personnel
(excluding Mr. Govind Singh) and our Senior Management may also be interested to the extent of employee stock
options granted to them under the UCL ESOP Scheme and their shareholding in our Promoter and any dividends
payable thereof. For further information on the interest of our Directors, Key Managerial Personnel and Senior
Management of our Bank, other than reimbursement of expenses incurred or normal remuneration or benefits, see
“Our Management” on page 212. Further, our Promoter is also interested in our Bank, in addition to its
shareholding, including to the extent of the trademark license agreement entered into with our Bank for use of our
Bank’s trademark and logo and the service agreement under which our Promoter pays a service charge of 1% of
the amount collected against the written-off amount to our Bank. For further details, see “Our Promoter and
Promoter Group — Interest of Promoter and Related Party Transactions” on page 232.

9. Our deposits depend on a limited number of customers and a loss of such customers could materially
and adversely affect our deposit portfolio, funding sources, financial condition, results of operations
and cash flows. Further, a significant portion of our deposits from such customers are from the states
and union territory of Maharashtra, NCT of Delhi, Uttar Pradesh and Haryana and any adverse
change in the economy of such states could have an adverse effect on our financial condition, results
of operations and cash flows.

We are dependent on a limited number of customers for a substantial portion of our deposits. The following table
sets forth certain information in relation to the percentage share of our total deposits by our top five, 10 and 20
depositors as on the respective dates indicated below:

Particulars As of March 31,
2021 2022 2023
Amount Percentage Amount Percentage Amount Percentage
® million) of Total ® million) of Total ® million) of Total
Deposits (%0) Deposits (%) Deposits (%0)

Top 5 depositors 9,090.41 12.11% 13,660.00 13.56% 12,780.00 9.32%
Top 10 depositors 13,864.70 18.47% 20,371.80 20.22% 19,652.87 14.33%
Top 20 depositors 20,262.81 26.99% 28,952.70 28.74% 28,840.73 21.04%

Our customers may reduce or remove their deposits from our Bank, with or without cause or notice, at any time.
Reduction or loss of such deposits expose us to an increasing funding risk, which could in turn adversely affect
our financial performance and results of operations. A reduction in the services we perform for such customers or
the loss of such major customers could result in a significant reduction of our deposits portfolio. Factors that may
result in a loss of a customer include our inability to offer competitive interest rates, service performance, loss of
our reputation, reduction in budgets due to macroeconomic factors or otherwise and shift in policies and political
or economic factors. There is significant competition for the services we provide and we are typically not an
exclusive service provider to our large customers. These factors may not be under our control or predicted with
any degree of certainty. Significant pricing or margin pressure exerted by our customers could also adversely
affect our business, financial condition, results of operations and cash flows. If any of our customers reduce or
remove their deposit accounts from our Bank, our deposits portfolio, funding sources, financial condition, results
of operations, and cash flows could be materially and adversely affected.

Further, a significant portion of our deposits from such customers are from the states of Maharashtra, Uttar Pradesh
and Haryana and the union territory of NCT of Delhi. As of March 31, 2023, deposits from Maharashtra
represented 14.37% of our total deposits, deposits from NCT of Delhi represented 14.72% our total deposits, Uttar
Pradesh represented 16.28% of our total deposits and Haryana represented 8.18% of our total deposits. For further
information in relation to our geographical presence, see “Our Business” and “Selected Statistical Information”
on pages 160 and 238, respectively. Any disruption, disturbance or sustained downturn in the economy of, or any

32



adverse geological, ecological or political circumstances in such states could adversely affect our business,
financial condition, results of operations and cash flows.

10. We have a high proportion of bulk deposits. A partial or complete withdrawal of such deposits by any
of our customers could adversely affect our business, results of operations and financial condition.

Set forth below are details of our bulk deposits, including as a percentage of our total term deposits:

Particulars As of March 31,
2021 2022 2023
Amount Percentage Amount Percentage Amount Percentage
( million) of Total ® million) of Total ® million) of Total
Term Term Term
Deposits (%0) Deposits (%0) Deposits (%)
Bulk deposits 31,900.58 51.61% 40,655.42 51.98% 52,712.72 48.60%

While there have been no withdrawals in the three preceding Fiscals which have had a material impact on the
financial condition of our Bank, in the event any of our customers choose to withdraw such deposits, either
partially or entirely, prior to the completion of the term of such deposits, our business, results of operations and
financial condition could be adversely affected.

11. Weakness or failures of our internal control system may cause significant operational errors, which
may in turn materially and adversely affect our business.

Banks and financial institutions are generally exposed to many types of operational risks, including 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 operational errors, including clerical or record keeping errors or errors resulting from faulty
computer or telecommunications systems. For instance, our Bank filed an FIR on April 27, 2023 against a few
perpetrators alleging financial misappropriation and fraud at its Banking Outlet in Surat of ¥ 299.80 million. In
Fiscal 2021, 2022 and 2023, there were six, 51 and 37 instances of fraud involving employees, respectively.
Amounts involved in such instances were X 0.75 million, X 320.80 million and X 15.92 million respectively. In
Fiscal 2022, our Bank identified instances of fraud at one of its Banking Outlets, amounting to ¥ 318.12 million
on account of, among others, forgery, cheating, criminal breach of trust, criminal conspiracy, failure to exercise
proper care and due diligence by our employees and certain service providers for which we made a provision in
Fiscal 2022. Our Bank may also be exposed to such kind of frauds, negligence, and deviation by our employees
and associates, including complaints by third parties for the alleged fraud committed by our employees which
might cause our Bank to incur losses. For details on FIRs and criminal complaints filed by our Bank on account
of, among others, misappropriation, embezzlement of cash and criminal breach of trust by staff members of our
Bank and robbery, dacoity, and theft committed by certain other individuals, see “Outstanding Litigation and
Material Developments” on page 383. Given the high volume of transactions that we handle on a day-to-day basis,
certain errors may be repeated or compounded before they are discovered and successfully rectified. 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 will result in losses that are
difficult to detect.

We also outsource certain functions/ activities to other agencies. We are also, as a result exposed to the risk that
such external agencies may be unable to fulfil their contractual obligations to us (or will be subject to the same
risk of fraud or operational errors by their respective employees as we are), and to the risk that our (or such
agencies) business continuity and data security systems prove not to be sufficiently adequate. We also face the
risk that the design of our controls and procedures may prove inadequate, or are circumvented, thereby causing
delays in detection or errors in information. 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, and our actions may not be sufficient to guarantee effective internal controls in all
circumstances. We have implemented steps including (a) setting up of specialised teams for monitoring,
accounting and reconciliation at our Bank, (b) undertaking daily reconciliation of certain control accounts through
respective department, (c) monitoring the access of employees to such control accounts, and (d) review and
streamlining the roles and responsibilities of employees with financial duties in our Bank in order to avoid
recurrence of such an incident at our Bank.

Our 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
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internal control weaknesses are identified, our actions may not be sufficient to fully correct such internal control
weakness.

12. Our Bank has issued Equity Shares during the preceding one year at a price that may be below the
Issue Price.

In the preceding one year from the date of this Red Herring Prospectus, our Bank has issued Equity Shares at a
price that may be lower than the Issue Price. The price at which Equity Shares have been issued by our Bank in
the preceding one year is not indicative of the price at which they will be issued or traded after listing. For details
on such allotments, see “Capital Structure” on page 85. Our Bank may issue/ continue to issue Equity Shares,
including under the existing ESOP Plan 2020, at a price below the market price of Equity Shares at the time of
issuance.

13. Our operations involve handling significant amounts of cash, making us susceptible to operational
risks, including fraud, petty theft and embezzlement, which could harm our results of operations and
financial position.

While we seek to increasingly transform our operations to a cashless model, a significant portion of our business,
particularly collection of JLG loans, continues to be cash based. We have not previously maintained record of the
quantum of collections that were cash based. Our employees at our Banking Outlets are responsible for the
collection and deposit of cash, thereby exposing us to the risks of loss, fraud, misappropriation, theft, and
unauthorized transactions by our employees. While we seek to prevent fraud or misappropriation by our
employees through internal control measures, we may be unable to adequately prevent or deter such activities in
all cases. Operational risks can result from a variety of factors, including failure to obtain proper internal
authorisations, improperly documented transactions, failure of operational and information security procedures,
computer systems, software or equipment, fraud, inadequate training and employee errors. We attempt to mitigate
operational risk by maintaining a comprehensive system of internal controls, establishing systems and procedures
to monitor transactions. In the past, we have experienced acts of fraud (as defined under the applicable RBI
guidelines), theft, forgery and misappropriation committed by or involving our customers/ employees. Our Bank
has filed 169 FIRs and submitted 78 complaint letters before various police authorities under several sections of
the IPC including for offences relating to theft, misappropriation, forgery, embezzlement of cash and criminal
breach of trust. For details on FIRs and criminal complaints filed by our Bank in this regard, see “Outstanding
Litigation and Material Developments” beginning on page 383. Net losses we incurred on account of internal and
external fraud, robbery and other operational issues were ¥ 324.11 million in Fiscal 2022, and was X 18.23 million
in Fiscal 2023. Such acts could also bind us to transactions that exceed authorized limits or present unacceptable
risks or hide unauthorized or unlawful activities from us.

While we have been able to identify frauds relating to misappropriation of funds in the past, there could be
instances of fraud and misconduct by our employees which may go unnoticed for certain periods of time before
corrective action is taken. In addition, we may be subject to regulatory or other proceedings in connection with
any such unauthorized transaction, fraud or misappropriation by our employees, which could adversely affect our
goodwill, business prospects and future financial performance. Even when we identify instances of fraud and
other misconduct and pursue legal recourse or file claims with our insurance carriers, we cannot assure you that
we will recover any amounts lost through such fraud or other misconduct. 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 will result in losses that are difficult to detect.

14. Our insurance coverage may be inadequate to cover claims. If we incur substantial uninsured loss or
loss that exceeds our insurance coverage, it could have a material adverse effect on our business, cash
flows, results of operations and financial condition.

We have obtained insurance to cover certain risks associated with our business. These include banker’s indemnity
insurance policy, public liability (non-industrial) insurance policy, directors and officers liability insurance policy,
group health (floater) insurance policy, standard fire and special perils policy, burglary insurance policy, credit
card package insurance policy, and group term insurance policy.

Particulars As of March 31,
2021 2022 2023
Sum assured of fixed assets under insurance cover (X 746.52 982.21 2,493.14
million)
Insured assets as a percentage of total fixed assets (%) 41.21% 34.28% 82.19%
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The lower percentage of our insured assets as a percentage of our total fixed assets in Fiscal 2021 and Fiscal 2022
compared to Fiscal 2023 was on account of increase in fixed assets pursuant to the construction of our Registered
and Corporate Office building which got completed in the latter part of Fiscal 2022 and became operational in
Fiscal 2023. Till such period, we did not have insurance coverage over the building under construction in Fiscal
2021 and Fiscal 2022. Following receipt of the occupancy certificate, insurance for the building was obtained in
April 2022. Fixed asset investments towards our Registered and Corporate Office was X 529.11 million as of
March 31, 2021, T 1,503.27 million as of March 31, 2022, and was % 1,422.58 million as of March 31, 2023.
While we are covered by a range of insurance that we believe is consistent with industry practice in India to cover
risks associated with our business, we cannot assure you that the existing coverage will insure our Bank
completely against all risks and losses that may arise in the future. We may not have insurance to cover all of the
risks associated with our business, as insurance coverage is either unavailable for certain risks or is prohibitively
expensive. In addition, even if such losses are insured, we may be compelled to contribute a substantial deductible
on any claim for recovery of such a loss, or the amount of the loss may exceed our coverage for the loss. Moreover,
there is no assurance that all insurance claims raised by our Bank will be accepted and eventually sealed in our
favour by the insurance companies. In addition, our insurance policies are generally subject to annual renewal,
and our ability to renew these policies on similar or otherwise acceptable terms, cannot be assured. If we incur a
serious uninsured loss or a loss that significantly exceeds the limits of our insurance policies, it could have a
material adverse effect on our business, cash flows, results of operations and financial condition.

15. We are required to reduce our Promoter’s shareholding in our Bank to 26% of our paid-up voting
equity share capital in the long run. We cannot assure you that any required consent, approval, waiver
or clarification will be received in a timely manner, or at all, to enable our Promoter to reduce its
shareholding as required.

Our Promoter will hold [®]% of our equity share capital upon the completion of the Issue. In order to comply with
the RBI Licence and the SFB Licensing Guidelines (“Licensing Conditions”) read along with the Master
Direction on Acquisition and Holding of Shares or Voting Rights and the Guidelines on Acquisition and Holding
of Shares or Voting Rights, our Promoter needs to reduce its shareholding in our Bank to 26% on or prior to 15
years from the date of commencement of our business (“RBI Dilution Requirement”). In the event our Promoter
fails achieve the RBI Dilution Requirement, the RBI may impose monetary penalty on our Bank under Section
47A(1)(c) read with Section 46(4) of the Banking Regulation Act or any other penal actions.

There can be no assurance that our Promoter or our Bank will be able to obtain, in a timely manner or at all,
consents, approvals, waivers or clarifications, if required, from regulatory authorities, tribunals, shareholders,
lenders or third parties and achieve compliance with the Licensing Conditions. Our Bank and our Promoter may
be subject to penalties for non-compliance which may have a material adverse effect on our business and
operations and the trading price of our Equity Shares. Further, in order to achieve compliance with the
shareholding requirement, if our Promoter is required to sell its Equity Shares or our Bank has to issue fresh
Equity Shares, or our Promoter and our Bank consider other options such as a merger or an acquisition, such
actions, or the perception that such actions may occur, may materially and adversely affect our business and
operations and the trading price of our Equity Shares.

16. We have not paid dividend in the past on our Equity Shares. Our ability to pay dividends in the future
will depend on our earnings, financial condition, working capital requirements, capital expenditures,
regulatory guidelines and restrictive covenants of our financing arrangements.

We have not paid any dividends on our Equity Shares since commencing our banking operations. For further
information, see “Dividend Policy” on page 237. Our ability to pay dividends in the future will depend on our
earnings, financial condition, cash flow, working capital requirements, capital expenditure, regulatory guidelines
and restrictive covenants of our financing arrangements and in accordance with the formal dividend policy adopted
by us. Accordingly, we did not recommend any dividend for Fiscal 2021, 2022 and 2023. Any future determination
as to the declaration and payment of dividends will be at the discretion of our Board and guidelines as may be
prescribed by the RBI from time to time (including RBI circular DBOD.NO.BP.BC. 88 / 21.02.067 / 2004-05
dated May 4, 2005). For instance, in the past, in light of the COVID-19 pandemic in order to help banks conserve
capital while creating room for fresh lending, the RBI had by its circular DOR.BP.BC.N0.29/21.02.067/2020-21
dated December 4, 2020 (“Dividend 2020 Circular”) instructed all commercial and cooperative banks not to
make any dividend payment on equity shares from the profits pertaining to Fiscal 2020. Subsequently, RBI had
by way of its circular DOR.ACC.REC.7/21.02.067/2021-22 dated April 22, 2021 partially modified the Dividend
2020 Circular and allowed banks to pay dividend on equity shares from the profits for the financial year ended
March 31, 2021, subject to the quantum of dividend being not more than 50% of the amount determined as per
the dividend pay-out ratio. We cannot assure you that we will be able to pay dividends in the future. Accordingly,
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realization of a gain on Shareholders’ investments will depend on the appreciation of the price of the Equity
Shares. There is no guarantee that our Equity Shares will appreciate in value.

17. A majority of our advances, including our microbanking loan portfolio, are unsecured and are not
supported by any collateral that could help ensure repayment of the loan. If we are unable to recover
such advances in a timely manner or at all, our financial condition, results of operations and cash
flows may be adversely affected.

Our microbanking loans and certain of our retail loans are at higher credit risk than our secured loan portfolios
since they may not be supported by collateral that could help ensure an adequate source of repayment for the loan.
Set forth below are details of our unsecured loans:

Particulars As of March 31,
2021 2022 2023
Amount Percentage Amount Percentage Amount Percentage
( million) of total ® million) of total ® million) of total
advances advances advances
(%) (%) (%)
Unsecured loans 70,811.13 86.18% 79,789.88 78.01% 87,459.11 66.92%

While we have certain practices based on an understanding of the market, and stipulate certain parameters that
customers need to satisfy in order to obtain advances from us, there can been no assurance that such loans will
not become non-performing. Our customers may default on their obligations as a result of various factors including
bankruptcy, lack of liquidity and/ or failure of the business or commercial venture in relation to which such
borrowings were sanctioned. Since these advances are unsecured, in the event of defaults by such customers, our
ability to realise the amounts due to us would be restricted to initiating legal proceedings for recovery. There can
be no guarantee as to the amount of our resources that would be utilised and the length of time it could take to
conclude such legal proceedings or for the legal proceedings to result in a favourable decision to us. Any failure
to recover the amount, whether full or partial, of principal and interest on unsecured advances given to our
customers could adversely affect our financial condition, results of operations and cash flows

In particular, for our microbanking business, we rely primarily on the peer-guarantee loan model, wherein
borrowers form a JLG and provide guarantees for loans obtained by each member of such group without such
members having to provide collateral or security on an individual basis. There can be no assurance that such joint
liability arrangements will ensure full or partial repayment by the other members of a JLG in the event of default
by any one of them. For further information on the JLG model, see “Our Business” on page 160. Also, see “Risk
Factors — We are currently significantly dependent on our microbanking segment, particularly joint liability
group (“JLG”) loans, and any adverse developments in this segment could adversely affect our business, results
of operations, financial condition and cash flows.” on page 44.

Further, in the past, certain state governments have waived loan repayments to be made by certain customer
segments, including with respect to farm loans. Such waivers may have an adverse impact on the overall loan
recovery climate. If such loan waivers become more widespread in the future, this could result in a loss of short-
term liquidity for affected banks, including our Bank, while such banks wait for the reimbursement of such waived
loans from the relevant state government. In addition to a loss of short-term liquidity for affected banks, such loan
waivers may also have a negative impact on borrower behaviour such as resistance by borrowers’ to make
repayments in anticipation of further loan waivers. The loan waiver programs may have an adverse impact on the
banking sector as a whole as well as our Bank’s business, future financial performance and the trading price of
the Equity Shares.

18. We are exposed to operational and credit risks which may result in NPAs. If we are unable to control
the level of NPAs in our portfolio or if we are unable to improve our provisioning coverage as a
percentage of Gross NPAs, our business, financial conditions, results of operations and cash flows
could be adversely affected.

As of March 31, 2023, our gross NPA was % 4,315.04 million, representing 3.23% of our Gross Advances, while
our net NPA was % 505.12 million, representing 0.39% of our net Advances as of such dates. Our ability to manage
the credit quality of our loans, which we measure in part through NPAs, is a key driver of our results of operations.
Our NPAs may increase in the future, due to several factors, including increased competition, adverse effects on
the business and results of operations of our borrowers, a rise in unemployment, a sharp and sustained rise in
interest rate, slow industrial and business growth, changes in customer behaviour and demographic patterns,
political influences and central and state government decisions and changes in regulations (including agricultural
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loan waivers that may affect our agricultural portfolio in the short-term). As of March 31, 2023, we witnessed
Gross NPAs of % 2,575.66 million in the agriculture and allied activity industry, and the percentage of NPA in the
industry was 2.46%, and any adverse circumstances creating downturns in this industry could further affect the
extent of NPAs in the industry. In particular, we could experience a significant increase in our NPA levels due to
deterioration in the credit quality of our customers, as our target borrower segment primarily comprises small
traders, individuals with micro-enterprises and others belonging to the unorganized sector, who are most impacted
due to the economic downturn caused by the COVID-19 pandemic related measures such as closure of non-
essential services. While we believe that we have appropriate internal controls, our credit monitoring and risk
management policies and procedures may not be accurate, properly designed, or appropriately implemented or
complied with by our customers, and we could suffer material credit losses. In addition, even if our policies and
procedures are accurate and appropriate, we may be unable to anticipate future economic or financial
developments or downturns, which could lead to an increase in our NPAs. Further, the expansion of our business
may cause our NPAs to increase and the overall quality of our loan portfolio to deteriorate. Any significant
increase in NPAs may have an adverse effect on our financial condition, results of operations and cash flows.

The table below shows the region-wise NPA details for our Bank:

As of March 31,

2021 2022 2023
Gross NPA Gross NPA % Gross NPA Gross NPA Gross NPA Gross NPA
State (X million) of Gross_Loan  million) % of Gross (X million) % of Gross
Portfolio of Loan Loan
State / Union Portfolio of Portfolio of
Territory State / Union State / Union
Territory Territory
Andhra - - - - - -
Pradesh
Assam - - - - - -
Bihar 1,787.12 5.40% 3,858.94 10.59% 2,047.63 4.75%
Chandigarh - - - - - -
Chhattisgarh 38.05 3.68% 60.55 4.75% 69.69 4.79%
Goa - - - - - -
Gujarat - - 127.68 10.34% 243.36 12.76%
Haryana 93.81 1.82% 187.05 3.30% 227.31 2.98%
Himachal 0.00 0.00% 0.19 0.21% 0.82 0.84%
Pradesh
Jammu and - - - - - -
Kashmir
Jharkhand 184.76 3.08% 475.05 6.29% 395.23 4.53%
Karnataka - - - - - -
Kerala - - - - - -
Madhya 125.15 3.67% 142.32 3.53% 128.42 2.63%
Pradesh
Maharashtra 91.06 1.50% 171.66 1.70% 179.54 1.05%
Meghalaya - - - - - -
NCT of Delhi 42.46 2.38% 64.47 2.30% 76.05 1.55%
Odisha 16.11 1.11% 24.07 0.82% 56.11 1.42%
Puducherry - - - - - -
Punjab - - - - 3.01 0.43%
Rajasthan 0.24 0.05% 10.02 0.94% 8.86 0.61%
Tamil Nadu - - - - - -
Telangana - - - - 3.65 0.14%
Uttar Pradesh 670.72 3.00% 1,222.10 4.33% 821.87 2.27%
Uttarakhand 12.42 0.89% 47.50 2.97% 29.04 1.34%
West Bengal 90.99 13.38% 89.91 11.20% 24.44 1.96%
Total 3,152.89 3.75% 6,481.57 6.10% 4,315.04 3.09%*

*Based on Gross Loan Portfolio.

Provisions for NPAs are created by a charge to our profit and loss account and are currently subject to minimum
provisioning requirements, linked to ageing of NPAs. In addition to the relevant regulatory minimum
provisioning, we also consider our Board approved policy, which sets out certain estimates to determine the
appropriate level of provisions. The determination of a suitable 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
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may be subject to material changes. Any inaccurate determination of risk may result in our provisions not being
adequate to cover expected losses on NPAs. Our provision coverage ratio (excluding technical write off) was
65.49%, 63.62% and 88.29%, respectively, as of March 31, 2021, 2022 and 2023, and there can be no assurance
that our provision coverage ratio will continue to decrease or that it will not increase in the future. We may need
to make further provisions if there is dilution/ deterioration in the quality of our security, or down-grading of the
account, or if recoveries with respect to such NPAs do not materialize in time or at all. Any increase in provisions
may adversely impact our financial performance. Further, there can be no assurance that the transition to Ind AS
will not further increase our provisioning requirements in the future. For instance, on transitioning to Ind AS, we
may need to compute provisions on the basis of the expected credit loss method as against the current method for
incurred credit loss, which may further increase our provisioning requirements in the future. Accordingly, any
significant increase in our NPAs may have a material adverse effect on our financial condition, results of
operations and cash flows, and as a result, our return ratios may not be consistent with our previous performance.

19. Our Bank and our Promoter 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 involving our Bank and our Promoter pending at different levels of
adjudication before various courts, tribunals and appellate tribunals in India. We cannot assure you that these
proceedings will be decided in favour of the respective persons/ entities. Brief details of material outstanding
litigation that have been initiated by and against our Bank and our Promoter are set forth below.

Name of Number of Number of Number of Number of  Other Number of Aggregate
entity criminal tax statutory or  disciplinary matters material civil amount
proceedings  proceedings  regulatory actions by proceedings*  involved in
proceedings  the SEBI or % million”
the Stock
Exchanges
against our
Promoter in
the last five
years
Bank
Against our - 1% 5 NA - - 4.97
Bank
By our Bank 2,204 4& - NA 2 - 706.91
Directors
Against our - - - NA - - -
Directors
By our - - - NA - - -
Directors
Promoter
Against our 1 - 2 Nil - - 250.04
Promoter
By our - 2 - NA - - 127.19
Promoter
Group Company
Outstanding - - - NA - - -
litigation
that
has a
material
impact on
our Bank

To the extent quantifiable.

*Determined in accordance with the Materiality Policy.

%An appeal has been filed against the relevant order determining an income tax demand of ¥ 3.36 million against refund claimed of ¥ 9.24
million for assessment year 2017-2018 and a demand of 33.19 million for assessment year 2017-18.

&Two separate appeals have been filed against the same amount in respect of reduction of demand from ¥ 56.54 million to ¥ 0.46 million for
assessment year 20202021 and an appeal dated June 21, 2023 has been filed by our Bank against the reassessment order dated May 24,
2023 for assessment year 2017-2018
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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.

Our Bank is in the process of litigating these matters and based on the assessment in accordance with applicable
accounting standards, our Bank has presently not made provision for any of the pending legal matters. For details
of our contingent liabilities, see “Summary of the Issue Document — Summary of Contingent Liabilities of our
Bank”, “Risk Factors—We have certain contingent liabilities that have not been provided for in our financial
statements, which, if they materialize, may adversely affect our results of operations, financial condition and cash
flows” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Contingent Liabilities and other off-balance arrangements” on pages 16, 39 and 375, respectively. Any adverse
decision in any of these proceedings may have an adverse effect on our business, results of operations, financial
condition and cash flows. For further information, see “Outstanding Litigation and Material Developments”
beginning on page 383.

20. All our Banking Outlets are on leased premises and we may enter into new lease arrangements for
additional Banking Outlets. Any inability on our part to identify suitable premises or enter into or
renew lease agreements on terms acceptable to us, may have an adverse effect on our operations.

As of March 31, 2023, all our Banking Outlets were located on leased premises. In addition, we intend to
strategically open additional Banking Outlets on leased premises in the future. Consequently, any inability on our
part to identify suitable premises for our Banking Outlets, or enter into or renew lease agreements on terms
acceptable to us, may have an adverse effect on our operations.

Further, in case of non-renewal of our leases or if such agreements are renewed on unfavorable terms and
conditions, we may be forced to procure alternative space for our existing Banking Outlets and incur additional
costs for such relocation. In addition, certain of our Banking Outlets are located on premises that have been
mortgaged by landlords to secure credit facilities obtained from lenders. If the lenders enforce the mortgage on
account of any default by the landlords and subsequently, cancel our leasehold arrangements, or refuse to renew
them on terms that are commercially acceptable to us, we may be compelled to relocate from such premises. This
may cause a disruption in our operations or result in increased costs, or both, which may materially and adversely
affect our business, financial condition, results of operations and cash flows, in respect of such defaulting
premises.

Further, some of our lease agreements may not be adequately stamped or registered with the registering authority
of the appropriate jurisdiction. An instrument not duly stamped, or insufficiently stamped, shall not be admitted
as evidence in any Indian court or may attract a penalty as prescribed under applicable law for admission, which
could adversely affect the continuance of our operations and business. We cannot assure you that we will be able
to identify space that satisfies the operational, safety and other criteria for our Banking Outlets at terms that are
commercially viable or at all.

21. We have certain contingent liabilities that have not been provided for in our financial statements,
which, if they materialize, may adversely affect our results of operations, financial condition and cash
flows.

The following table sets forth certain information relating to our contingent liabilities as of March 31, 2023:

Sr. Particulars Contingent
No. liabilities as at
March 31, 2023
(X million)
1. Guarantees given on behalf of constituents
i) In India 255.11
ii) Outside India -
2. Other items for which the bank is contingently liable (refer note 2) 3,160.94
Total 3,416.05

Note 1: The Supreme Court of India in its judgement in the case of The Regional Provident Fund Commissioner (II) West Bengal v/s
Vivekananda Vidyamandir and others on February 28, 2019 has clarified that any emolument paid universally, necessarily and ordinarily to
all employees across the board is to be considered as basic wage and accordingly needs to be considered for calculation of provident fund
contribution. Our Bank would record any further effect in its financial statements, in the period in which it receives additional clarity on the
said subject, if necessary and the effect of this order has been taken into effect from April 1, 2019.
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Note 2: (i) Includes capital commitment of ¥ 306.59 million (March 31, 2022: ¥ 378.11 million; March 31, 2021: ¥ 392.65 million); (ii)
includes pending tax litigation of ¥ 68.68 million (March 31, 2022: % 12.64 million, March 31, 2021: ¥ 14.99 million), (iii) includes
commitment towards irrevocable undrawn fund based credit facilities of ¥ 2,782.51 million (March 31, 2022: nil, March 31, 2021: nil).

For further information, see “Financial Statements — Note 14 — Contingent Liabilities” on page 273. If the
aforementioned contingent liabilities materialize, our profitability and cash flows may be adversely affected.

22. Our operations depend on the accuracy and completeness of information about customers and
counterparties which if inaccurate or materially misleading could adversely affect our business and
results of operations. Further, high levels of customer defaults could adversely affect our business,
results of operations, financial condition and cash flows.

Our business involves lending money to smaller, relatively low income entrepreneurs and individuals who may
not have any credit history and, as a result, we are more vulnerable to customer default risks including default or
delay in repayment of principal or interest on our loans. Some lines of business, such as microbanking loans,
principally focus on users who have limited access to capital through formal banking channels. A significant
majority of our customers belong to these segments and may not have any credit history supported by income
statements, tax returns, credit card statements, and statements of previous loan exposures or other related
documents. They may also have limited formal education, and generally are able to furnish very limited
information for us to be able to assess their creditworthiness accurately. In addition, we may not receive updated
information regarding any change in the financial condition of our customers or may receive inaccurate or
incomplete information. It is therefore, difficult to carry out a formal credit risk analyses on our customers based
on financial information. To further verify the information provided by potential customers, we conduct searches
through credit bureaus for creditworthiness of our customers who have a credit history. While we have certain
practices based on an understanding of the market, and stipulate certain parameters that customers need to satisfy
in order to obtain advances from us, there can been no assurance that such information being provided to us by
prospective customers is true, complete and accurate. There can be no assurance that our risk management controls
will be sufficient or that additional risk management strategies for our customers will not be required. Failure to
maintain sufficient credit assessment policies, particularly for individual borrowers, could adversely affect our
credit portfolio, which could have a material and adverse effect on our results of operations, financial condition
and cash flows. Further, difficulties in assessing credit risks associated with our day-to-day lending operations
may lead to an increase in the level of our NPAs, which could adversely affect our business, financial condition,
results of operations and cash flows. For further information on our Bank’s NPAs, see “Selected Statistical
Information — Non-Performing Assets” on page 253.

23. 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 propose to use the Net Proceeds to augment our Bank’s Tier-I capital base to meet our Bank’s future capital
requirements which are expected to arise out of growth in our Bank’s assets, primarily our Bank’s loans/advances
and investment portfolio and to ensure compliance with regulatory requirements on capital adequacy prescribed
by the RBI from time to time. In terms of the SFB Operating Guidelines, our Bank is required to maintain a
minimum capital adequacy ratio of 15% of the risk weighted assets of our Bank on a continuous basis, subject to
any higher percentage as may be prescribed by RBI from time to time, and the Tier - | capital is required to be at
least 7.5% of the risk weighted asset. As of March 31, 2023, our Bank’s Tier-I capital was X 18,448.22 million
(representing 18.25% of our Credit Risk Weighted Assets), and our Bank’s CRAR was 20.64%, compared to the
regulatory requirement of 15.00%. For further details, see “Objects of the Issue - Requirement of Funds and
Utilization of Net Proceeds” on page 101. Our proposed deployment of Net Proceeds has not been appraised and
it is based on management estimates. Further, as per Regulation 41 of the ICDR Regulations, we are not required
to appoint a monitoring agency for the use of the Net Proceeds. Our management will 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. For example, our organic growth and expansion plans
could be delayed due to failure to receive regulatory approvals, technical difficulties, human resource,
technological or other resource constraints, or for other unforeseen reasons, events or circumstances including the
COVID-19 pandemic. Accordingly, use of the Net Proceeds to meet our future capital requirements, fund our
growth and for other purposes identified by our management may not result in actual growth of our business,
increased profitability or an increase in the value of our business and your investment.

40



24, Our Bank is subject to stringent regulatory requirements and prudential norms of RBI and our
inability to comply with such laws, regulations and norms may have an adverse effect on our business,
results of operations, financial condition and cash flows.

Banks in India, including our Bank, are subject to compliance with various circulars, guidelines and regulations
prescribed by the RBI and the Banking Regulation Act.

The Banking Regulation Act also limits the flexibility of shareholders and management of an SFB in many ways,
including by way of specifying certain matters for which a banking company would require RBI approval. We
are also restricted from exposure in terms of loans and advances to our Directors and the companies in which our
Directors are interested (as defined under applicable banking regulations). Additionally, we are precluded from
having any exposure to our Promoter, major shareholders (holding 10% or more of our paid-up equity share
capital), relatives of the promoter, and entities in which our Promoter or major shareholders have significant
influence or control (as defined under applicable accounting standards). In addition, at least 25% of our total
banking outlets have to be located in unbanked rural centres at all times within one year from the date of
commencement as an SFB. As of March 31, 2023, 27.35% of our total Banking Outlets were in unbanked rural
areas.

The RBI may also impose additional conditions on us, and may terminate our banking license, if there is a material
breach in compliance with applicable requirements. In addition, we are also subject to periodic inspections by the
RBI under the Banking Regulation Act and the RBI Act, pursuant to which the RBI issues observations, directions
and monitorable action plans, on issues related to various operational risks and regulatory non-compliances. For
further information, see “Risk Factors — We are subject to inspections by regulatory authorities, including by the
RBI. Non-compliance with RBI inspection/ observations or other regulatory requirements or any adverse
observations from such regulators may have a material adverse effect on our business, financial condition, results
of operation or cash flows.” on page 25.

Further, under the Banking Regulation Act, our Directors and certain key personnel, prior to their appointment,
are required to meet the requisite eligibility criteria and additionally we have to obtain a prior approval from the
RBI for various corporate actions, including appointment / re-appointment / removal of the chairman, director,
chief executive officer and auditors. Any procedural or regulatory delay or failure in obtaining or procuring such
prior approval from the RBI may have an adverse impact on the operations of our Bank. For instance, in Fiscal
2019, our Managing Director and chief executive officer, Mr. Govind Singh, had to resign from our Board on
account of him holding substantial interest in our Promoter. For further details, see “Risk Factors — The RBI may
remove any employee, managerial personnel or may supersede our Bank’s Board of Directors in certain
circumstances, which may materially affect our Bank’s business, results of operations, and financial conditions.”
on page 54 below. Further, in Fiscal 2020, there was a change in the auditors of our Bank, due to the absence of
RBI approval for a re-appointment of our previous auditor post completion of the three year period by them.

In addition, as an SFB, the RBI In-Principle Approval, RBI Licence, SFB Licensing Guidelines and SFB
Operating Guidelines require us to comply with certain conditions in order to operate our business, including but
not limited to the following:

. Prudential Norms

i In particular, we are required to comply with prudential norms specified in respect of market discipline,
classification, valuation and operation of our investment portfolio, stressed assets, income recognition,
asset classification and provisioning pertaining to advances (including restructuring of credit facilities),
RBI directives on permissible loans and advances, maintenance of regulatory ratios (such as CRR, SLR,
and LCR), authorization of banking outlets, permissible exposures, requisite disclosures in financial
statements, fraud classification and reporting, periodic disclosure requirements (including in presentation
of financial information and financial statements), and cyber security compliance. For further details on
the regulatory requirements, see “Key Regulations and Policies” on page 195. The SFB Licensing
Guidelines include the following prudential norms:

a. Requirement of maintenance of CRR and SLR, as applicable to existing commercial banks;

b. 75% of adjusted net bank credit should be given to sectors eligible under priority sector lending
(“PSL”) as per the RBI;

c. 40% as per PSL prescriptions and remaining 35% under the PSL, where the SFB has a
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Vi.

Vii.

viii.

competitive advantage; and
d. Minimum 50% of loan book to constitute loans of ticket size up to ¥ 2.5 million.

Restrictions relating to our Equity Shares

our Equity Shares were required to be mandatorily listed on the stock exchanges within three years from
the date of reaching a net worth of % 5,000 million, (which in our case was June 18, 2018), i.e., on or
prior to June 17, 2021;

we are required to be controlled by Indian residents in accordance with FEMA, and at least 26% of our
paid up capital is required to be held by Indian residents in accordance with FEMA at all times from the
date of commencement of our operations. As per the current FDI Policy, foreign direct investment is
permitted up to 49% under the automatic route and up to 74% under Government approval route in a
private sector Indian bank;

pursuant to the Master Direction on Acquisition and Holding of Shares or Voting Rights and the
Guidelines on Acquisition and Holding of Shares or Voting Rights, our Promoter needs to reduce its
shareholding in our Bank to 26% on or prior to 15 years from the date of commencement of our business.
For further information, see “Key Regulations and Policies” beginning on page 195;

our Promoter is required to be owned and controlled by Indian residents from the date of making the
application for the RBI Licence, i.e., October 8, 2016, and at all times thereafter;

we are required to maintain a minimum paid-up equity share capital and a minimum net worth of 31,000
million at all times from the date of making the application for the RBI Licence;

no Shareholder will be entitled to exercise voting rights in excess of 26% of the total voting rights of all
Shareholders;

any change of shareholding by way of fresh issue/ transfer of our shares whereby the resultant
shareholding of any individual/ entity is 5% or more of our paid-up share capital requires prior RBI
approval;

any change in the shareholding of the promoter entity by way of fresh issue or transfer of equity shares,
from the date of RBI In-Principle Approval, to the extent of 5% or more of the paid-up share capital of
the promoter entity requires prior RBI approval,

an investor proposing to acquire shares in our Bank (directly or indirectly) where the aggregate holding
of such investor, their relatives, associate enterprise or PAC, entitles the investor to hold 5% or more of
the paid-up share capital of our Bank or 5% or more of the voting rights in our Bank will need to apply
for the RBI’s approval; and

Under the SEBI ICDR Regulations, upon Allotment in the Issue, (i) the entire pre-Issue shareholding of
our Promoter in the Bank (other than the Promoter’s contribution) will be subject to a six months lock-
in; and (ii) 20% of the post-Issue equity share capital, forming part of the Promoter’s minimum
contribution, will be locked in for 18 months.

Restrictions relating to advances

at least 50% of our loan portfolio is required to constitute loans and advances of up to ¥ 2.50 million.

the maximum loan size and investment limit exposure to a single and group obligor would be restricted
to 10% and 15% of our capital funds, respectively.

Maintenance of priority sector lending (“PSL”) requirements

we are required to extend 75% of our adjusted net bank credit (“ANBC”) as on corresponding date of
the preceding year to sectors eligible for classification as PSL by RBI, such as agriculture, MSMEs,
export credit, education, housing, social infrastructure and renewable energy. In addition, 40% of our
ANBC is required to be allocated to different sub-sectors under PSL as per the PSL requirements,
however, we can allocate the remaining 35% to any one or more sub-sectors under the PSL requirements
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where we may have competitive advantage. The PSL requirements applicable to SFBs are higher than
the PSL limits applicable to universal banks, and any shortfall in meeting the PSL targets at the end of a
financial year based on the average of priority sector target / sub-target achievement as at the end of each
quarter, would statutorily require us to place the shortfall amount in Rural Infrastructure Development
Fund or in other funds with NABARD/ NHB/ SIDBI/ MUDRA, as decided by the RBI from time to
time, which would typically generate a lower rate of interest compared to PSL advances.

V. Maintenance of capital risk weighted assets (“CRWAS”) ratio

i. we are required to maintain a minimum capital adequacy ratio (“CAR”) of 15% of the CRWAs on a
continuous basis subject to any higher percentage as may be prescribed by the RBI from time to time,
with Tier | capital maintained at at least 7.5% of the CRWAs and Tier Il capital maintained at not more
than 100% of the Tier | capital. As of March 31, 2021, 2022 and 2023, our CRAR was 21.88% (Tier 1
Capital of 19.98%), 21.59% (Tier 1 Capital of 18.08%) and 20.64% (Tier | Capital of 18.25%),
respectively. The CAR thresholds for SFBs are higher than the limits applicable to scheduled commercial
banks.

ii. Currently, the RBI does not require SFBs to provide any capital charge for operational risk or market
risk weighted assets. However, there can be no assurance that the RBI will not require SFBs, including
us, to provide capital charge for such risk in future and to migrate to Basel 111 approach for credit risk.
Further, there can be no assurance that we will be able to raise adequate capital, in order to continue to
meet applicable CRARSs, in the future on terms favourable to us, or at all, which may adversely affect the
growth of our business.

Pursuant to the Master Direction on Regulatory Framework for Microfinance Loans dated March 14, 2022 issued
by the RBI, our Bank is required to, among others, adopt a board-level policy for assessment of household income
of potential borrowers and pricing of microfinance loans, and have a limit on the outflow on account of repayment
of monthly loan obligations of a household as a percentage of monthly household income, subject to a maximum
limit of 50% of monthly household income. Adopting the criterion for client selection and pricing of loans in
accordance with these guidelines may result in us losing our competitive advantage and we may not be able to
comply with the directions in a timely manner and incur increased costs relating to compliance with such new
requirements, which may require management time and other resources, and further any failure to comply with
new laws and regulations as applicable to SFBs may adversely affect our business, results of operations and
prospects.

With respect to the obligation to mandatorily list our Equity Shares on stock exchanges, we may not be able to
complete our initial public offering, due to several factors including the prevailing domestic and global economic
and market conditions and unprecedented spread and impact of COVID-19, within the timelines prescribed under
the SFB Licensing Guidelines and contained in the terms and conditions included as part of the licence issued by
RBI thereunder. Our Bank received a letter dated June 29, 2022 from the RBI observing that the date of completion
of the IPO by our Bank had passed and our Bank had failed to complete its listing and therefore this was to be
treated in violation of the licensing conditions and that the RBI would take necessary supervisory/ enforcement
action against our Bank. Our Bank has responded to the RBI vide its letter dated July 6, 2022, and periodically
thereafter, most recently being May 1, 2023, informing the RBI that we have re-initiated the IPO process and
engaged the relevant intermediaries and are working towards completing the listing of our Equity Shares and
meeting the licensing conditions. Subsequently, our Bank has received a letter dated June 9, 2023 from the RBI
observing that our Bank continues to be in violation of the licensing conditions and therefore, is required to ensure
listing before July 31, 2023. The RBI further stated that failure to adhere to the abovementioned timelines will
trigger necessary regulatory/ enforcement action. We cannot assure you that the RBI will not take any action or
make similar or other observations in the future. Any failure to comply with the listing requirement may subject
us to supervisory/ enforcement actions, penalties or other regulatory actions by the RBI.

In case of any failure to comply with the conditions mentioned above and applicable directives and reporting
requirements or to meet the prescribed prudential norms, the RBI may charge penalties, penalize our management,
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 approval in the future, which may affect our banking business adversely. For instance, by
its order dated July 6, 2021, RBI imposed a monetary penalty of ¥10 million on our Bank for non-compliance
with the SFB Operating Guidelines and the RBI Master Circular - Bank Finance to Non-Banking Financial
Companies (NBFCs) dated July 1, 2015, in relation to a loan extended by our Bank to an NBFC. Further, RBI
may even cancel our banking license, on account of non-compliance of the conditions mentioned above.
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25. After the completion of the Issue, our Promoter will continue to hold substantial shareholding in our
Bank.

As of the date of this Red Herring Prospectus, our Promoter along with its nominees holds 84.75% of the issued,
subscribed and paid-up equity share capital of our Bank. Upon completion of the Issue, our Promoter (by itself
and along with its nominees) will hold [#]% of our equity share capital, and public shareholders will hold [¢]%
of our equity share capital. Further, in accordance with the Banking Regulation Act read with the RBI notification
dated July 21, 2016, published in the Gazette of India dated September 17, 2016 bearing notification no. DBR
PSBD.N0.1084/16.13.100/2016-17, our Promoter’s voting rights in our Bank will continue to be capped at
26.00% of the total voting rights of our Bank (i.e., the maximum voting rights permitted to be exercised by any
shareholder in a banking company) and the public shareholders will in the aggregate be entitled to exercise [#]%
of the voting rights in Bank subject to applicable law. For details of our Promoter’s shareholding pre and post the
Issue, see “Capital Structure” on page 85. After the completion of the Issue, our Promoter will continue to
collectively hold substantial shareholding in our Bank and therefore, be able to control the outcome of matters
submitted to our Board or Shareholders for approval. Our Promoter will continue to exercise significant influence
over matters requiring Shareholders’ approval, including the composition of our Board, the adoption of
amendments to our charter documents, the approval of mergers, strategic acquisitions or joint ventures or the sales
of substantially all of our assets, and the policies for dividends, lending, investments and capital expenditures.
This concentration of ownership also may delay, defer or even prevent a change in control of our Bank and may
make some transactions more difficult or impossible without the support of the Promoter. The interests of our
Promoter as our controlling Shareholder could conflict with our interests or the interests of the other Shareholders
of our Bank. We cannot assure you that our Promoter will act to resolve any conflicts of interest in our favour and
any such conflict may adversely affect our ability to execute our business strategy or to operate our business.

26. We are currently significantly dependent on our microbanking segment, particularly joint liability
group (“JLG”) loans, and any adverse developments in this segment could adversely affect our
business, results of operations, financial condition and cash flows.

Our loan portfolio contains significant advances towards our microbanking segment, particularly through
microbanking loans. As of March 31, 2021, 2022 and 2023, advances in our microbanking segment was
68,993.84 million, X 80,024.07 million and % 92,155.82 million respectively and accounted for 81.98%, 75.28%
and 66.03%, respectively, of our total Gross Loan Portfolio. Consequently, our financial performance significantly
depends on our microbanking segment, which in turn depends on various factors, including the ability of our
borrowers to repay their loan, the results of operations of the businesses of such borrowers, changes in regulations
and policies by the governments including demonetization, natural disasters, calamities, political and social risks,
including any adverse publicity or litigation relating to the microfinance sector, public criticism of the
microfinance sector and religious beliefs relating to loans and interest payments. These and other factors could
lead to an increase in impairment losses and adversely affect our business and results of operations. Additionally,
any decline in sales of, or in demand for our microbanking products could adversely affect our business, results
of operations, financial condition and cash flows.

Further, in our microbanking segment, we rely primarily on non-traditional guarantee mechanisms such as the
JLG model, rather than any tangible assets such as collateral. There can be no assurance that joint liability
arrangements will ensure repayment by the other members of a JLG in the event of default by any one of them.
These arrangements are likely to fail (a) if there is no meaningful personal relationship among members of such
group, (b) if inadequate risk management procedures have been employed to verify the group members and their
ability to repay such loans, or (c) as a result of adverse external factors such as natural calamities or forced
migration.

In particular, our target borrower segment for microbanking loans, including JLG loans, primarily comprises small
traders, individuals with micro-enterprises and others belonging to the unorganized sector, who were most
impacted due to the economic downturn caused by the COVID-19 pandemic related measures such as closure of
non-essential services. For information in relation moratorium and impact of the COVID-19 pandemic, see “Risk
factors — The extent to which events such as the recent coronavirus (COVID-19) pandemic impacts our Bank’s
business, cash flows, results of operations and financial condition will depend on future developments, which are
highly uncertain and cannot be predicted.” on page 46. In the event our borrowers’ enterprises are unable to
endure the economic pressures caused by the COVID-19 pandemic, we may experience higher NPAs than
anticipated in this segment driven by deterioration in asset quality due to our borrower’s reduced ability to make
timely repayments. Therefore, we may be required to recognize higher loan loss provisions in future periods,
which may adversely impact our asset quality and profitability in future periods. Any such developments in the
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microfinance segment could adversely affect our business, results of operations, financial condition and cash
flows.

217. Our Bank’s business is vulnerable to interest rate risk, and any volatility in interest rates or inability
to manage interest rate risk could adversely affect our Net Interest Margins, income from treasury
operations, business, financial condition, results of operations and cash flows.

Our results of operations are substantially dependent on our Net Interest Income, which is the difference between
our interest earned and interest expended. Set forth below are certain details regarding our Net Interest Income,
Net Interest Margin and total interest expended in the corresponding periods:

Particulars As of/ For the year ended March 31,
2021 2022 2023
Net Interest Income (X million) 8,392.46 10,608.51 15,290.31
Net Interest Margin (%) 8.20% 8.75% 9.57%
Total interest expended (X million) 7,417.41 7,879.62 9,759.49
Total interest expended as a percentage of total 46.53% 39.95% 40.67%

expenditure (%)

For further information, see “Selected Statistical Information” on page 238. Interest rate risk depends on the
nature and extent of gaps in rate sensitive assets and rate sensitive liabilities. Our interest earning assets are our
advances and investments, while our interest bearing labilities are our deposits and our borrowings. As of March
31, 2023, 80.81% of our advances and 100.00% of our investments were on fixed interest rates and 19.19% of our
advances were on floating interest rates. We did not have any investments on floating interest rates. As of March
31, 2023, all of our deposits and borrowings were on fixed interest rates.

Any change or volatility in interest rates would affect our interest expense on our interest-bearing liabilities and
interest income from interest-bearing assets, and therefore affect our Net Interest Income and Net Interest Margins.
Any surplus liquidity if not deployed in high yielding assets may also affect our Net Interest Income and Net
Income Margins. Further, any increase in our cost of funds may lead to a reduction in our Net Interest Margins,
or require us to increase interest rates on loans disbursed to customers in the future to maintain our Net Interest
Margins. In addition, a portion of the loans we advance are linked to external benchmark rates and the yield on
such loans may vary depending on market factors. In the event the interest rates at which we advance these loans
declines due to a decrease in external benchmark rates and there is no corresponding decrease in the interest rates
payable by us, we may experience reduced Net Interest Margins.

Interest rates are highly sensitive to many factors beyond our control, including the monetary policies of the RBI,
various directives issued by the RBI in response to macroeconomic events such as the COVID-19, deregulation
of the financial sector in India, domestic and international economic and political conditions and other factors. In
the event rates for interest payable by us increase, we seek to pass the increased cost of funds to our customers,
however, we cannot assure you that such increased costs can be fully passed-on owing to various factors including
mismatch in timing of asset and liability repricing and competition. Our inability to effectively manage interest
rate risk may cause our Net Interest Income and Net Interest Margins to decline, which may affect our business,
results of operations, financial condition and cash flows. Further, competitive pressure may also require us to
reduce the interest rates at which we lend to our customers without a proportionate reduction in interest rates at
which we raise funds. An increase in the interest rates charged by us on our advances could result in our customers,
particularly those with variable interest rate loans, prepaying their loans if less expensive loans are available from
other sources.

The requirement that we maintain a portion of our assets in fixed income government securities could also
negatively impact us, if interest on this portion of our investments is lower than the cost of funds. For instance,
under the RBI regulations, our liabilities are subject to the SLR requirement such that a minimum specified
percentage, currently 18.00%, of a bank’s net demand and time liabilities must be invested in Government
securities and other approved securities. These securities generally carry fixed coupons and, in an environment of
rising interest rates, the value of Government securities and other fixed income securities decline. Fixed rate bonds
represented 100.00% of our SLR portfolio, as of March 31, 2023. Any increase in this portion will lower our Net
Interest Income and Net Interest Margin as the interest is less favorable than those typically received on our other
interest-earning assets. We are also exposed to interest rate risk through our treasury operations and any rise in
interest rates or any greater interest rate volatility could adversely affect our income from treasury operations.
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28. The extent to which events such as the recent coronavirus (COVID-19) pandemic impacts our Bank’s
business, cash flows, results of operations and financial condition will depend on future developments,
which are highly uncertain and cannot be predicted.

The Government of India initiated a nation-wide 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. India also experienced a severe second wave of COVID-
19 between March 2021 and June 2021, which resulted in partial or full lockdown in some of the states where our
Bank is operating. Additionally, many of our customers and service providers temporarily ceased operating their
respective enterprises. As a result, we experienced a decline in collections, reduced disbursements and deposit
mobilization, and increased provisioning due to the impact of COVID-19. We have also undertaken various steps
to implement regulatory measures notified in response to COVID-19, including moratoriums availed by customers
in line with the guidelines issued by the RBI. The impact of the pandemic on our business, operations and future
financial performance have included and may include the following:

) decline in collections as most of our collections are cash-based given our microbanking portfolio and
involve physical presence of our employees, which has not been possible due to the nation-wide
lockdown and travel restrictions that were imposed. While the cases of COVID-19 in India have reduced
and the restrictions have been removed, however, in the event of a new wave of COVID-19, additional
restrictions can be placed which could impact our collection efficiency.

) decline in disbursements due to reduced economic activity in Fiscal 2021 and months of April and May
in Fiscal 2022 due to the second wave of COVID-19 in India, particularly for our microbanking and retail
loans portfolio. Our disbursements declined in Fiscal 2021, compared to Fiscal 2020, but increased to %
90,462.79 million in Fiscal 2022 and was X 124,428.94 million in Fiscal 2023.

. increase in our NPA levels due to deterioration in the credit quality of our customers. As of March 31,
2021 and 2022, our percentage of gross NPAs to Gross Advances was 3.75% and 6.10%, respectively,
while our percentage of net NPAs to Net Advances was 1.33% and 2.31% respectively. While this has
improved subsequently, and as of March 31, 2023, our percentage of gross NPAs to Gross Advances was
3.23% and our percentage of net NPAs to Net Advances was 0.39%, we may experience higher NPAs
than anticipated due to our borrower’s reduced ability to make timely repayments.

As a result, we may be required to recognise 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.

. adverse impacts to our income and growth rates — particularly if operating expenses do not decrease at
the same pace as revenue declines. Many of our expenses are less variable in nature and may not correlate
to changes in revenues, such as employee benefit expenses, depreciation and other costs associated with
operating and maintaining our Banking Outlets. As such, we may not be able to decrease them
significantly in the short-term, or we may choose not to significantly reduce them in an effort to remain
focused on long-term outlook and investment opportunities.

) the shift to a remote working environment creates inherent productivity, connectivity, and oversight
challenges. While our Bank was classified as an “essential services” and was allowed to continue its
operations with lower capacity, any future wave of COVID-19 may increase workforce restrictions and
limitations which may result in us adopting alternative modes of introducing and growing our new
products and services.

. the spread of the COVID-19 amongst our Bank’s employees, or any quarantine or lockdown measures
affecting our Bank’s employees or Banking Outlets, may reduce our Bank employees’ ability to carry
out their work as usual. In the event a member or members of our Bank’s management team contract(s)
COVID-19, it may potentially affect our operations.

In addition, the RBI has issued guidelines on March 27, 2020, April 17, 2020 and May 23, 2020 in an effort to
contain the impact of the COVID-19 pandemic on the financial services sector.

In line with these guidelines, we had provided a moratorium to eligible borrowers of up to six months, even if
overdue, as on February 29, 2020, on the payment of all principal amounts and/ or interest, as applicable, falling
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due between March 1, 2020 to August 31, 2020, resulting in a decline in our collections during such period.
Additionally, the matter of declaring accounts as NPAs if such accounts were not declared as NPAs till August
31, 2020, had been kept on hold by the Supreme Court, vide an interim order dated September 3, 2020, had also
directed banks that accounts that were not declared as NPAs as at August 31, 2020 shall not be declared as NPAs
until further orders, pending disposal of the case by the Supreme Court. The Supreme Court, through its order
dated December 17, 2020 has reserved it judgment on these matters. The matter has been disposed of in March
2021, pursuant to which the RBI has issued a circular in April 2021 which requires all lending institutions to
implement 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.

The RBI guidelines also required us to make provisions of up to 10% on loans that were overdue but standard as
of February 29, 2020 and were extended COVID related moratorium. In order to address the impact of the
COVID-19 pandemic on our Bank’s business and in line with the RBI guidelines on COVID-19 regulatory
package, our Bank was carrying additional COVID-19 related provisions amounting to X 501.32 million as on
March 31, 2021, additional contingency provision of X 650.00 million as on March 31, 2022 and continued with
additional contingency provision of X 130.00 million as on March 31, 2023, to address future impact of COVID-
19 on the financial position of our Bank.

Our Bank made a provision of % 2,595.12 million during Fiscal 2021 and % 4,100.02 million in Fiscal 2022 towards
NPAs, write offs, restructured advances as well as additional COVID-19 related provisions. As of March 31,
2023, our Bank was carrying provisions for NPAs (excluding floating provisions) of X 2,883.42 million, floating
provision of ¥ 926.50 million, provision for restructured advances amounting to X 70.78 million and additional
contingency provision of ¥ 130.00 million to address future impact of COVID-19 on the financial position of our
Bank. Amongst other changes/ impact, the provisions for Fiscal 2021 and Fiscal 2022 impacted the net profit of
our Bank which was % 1,118.15 million in Fiscal 2021 and X 614.62 million in Fiscal 2022. Further, as fresh NPA
addition increased significantly in Fiscal 2021 owing to the pressures induced on account of the COVID-19
pandemic, accounts which remained in NPA category exceeding the 12 month period in Fiscal 2022 were written
off by our Bank during Fiscal 2022. This led to increase in write-off from % 352.37 million as of March 31, 2021
to 2,193.84 million as of March 31, 2022. For further information, see “Management’s Discussion and Analysis
of Financial Condition and Results of Operation — Cash Flows — Operating Activities — Fiscal 2022” on page
372. There is no assurance that the provisions created by our Bank will be sufficient and our Bank may be required
to make additional provisions in the future. Further, any unexpected or onerous requirements or regulations
resulting from the pandemic or any changes in laws, or the promulgation of new laws, rules and regulations
relating to our operations as a response to the pandemic may have a material adverse effect on our business,
financial condition and results of operations.

While all the restrictions have been removed by the Government due to a decrease in the cases of COVID-19 in
India, any unexpected or onerous requirements or regulations resulting from the pandemic or any changes in laws,
or the promulgation of new laws, rules and regulations relating to our operations as a response to the pandemic
may have a material adverse effect on our business, financial condition and results of operations. We may not be
able to accurately predict the severity of long-term adverse impact of the COVID-19 pandemic on the global
economy, global financial markets and the Indian economy, and on our business. To the extent that the COVID-
19 pandemic adversely affects our business and operations, it may also have the effect of heightening many of the
other risks described in this section.

29. We have a limited operating history as an SFB and our future financial and operational performance
cannot be evaluated on account of our evolving and growing scale of operations. Accordingly, our
future results may not be reflective of our past performance.

Our Promoter was granted an in-principle approval by the RBI to set up an SFB on October 7, 2015. Our Bank
was incorporated on April 30, 2016 and thereafter granted the RBI Licence to carry on business as an SFB on
November 25, 2016. Subsequently, pursuant to the Business Transfer Agreement, our Promoter, Utkarsh
Corelnvest Limited (erstwhile Utkarsh Micro Finance Limited (“UMFL”)) transferred its business of providing
microfinance as a going concern, including all its assets, liabilities, contracts, receivables, licenses, employees,
books and records, tax benefits, etc., and excluding certain statutory assets, vehicles and statutory liabilities,
through a slump sale to our Bank in line with requirement of the RBI Licence. In accordance with the terms of
the Business Transfer Agreement, on and from the closing date, January 21, 2017, all outstanding loans and
advances, bank balance and deposits along with the right to recover or realize them have been transferred to our
Bank except certain accounts on which our Promoter, Utkarsh Corelnvest Limited, had done a technical write-off
in Fiscal 2017 on account of demonetisation impact. A total of 35,629 customer accounts, which were either in
the nature of JLG or micro-enterprise loans, were written off on account of them becoming NPAs. As at March
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31, 2023, a majority of the loan accounts continue to be unsettled. For further details on the Business Transfer
Agreement, see “History and Certain Corporate Matters” on page 205. We commenced operations as an SFB on
January 23, 2017.

Prior to commencement of our operations as an SFB, our Promoter operated separately as a NBFC — MFI carrying
out micro-finance operations. As a result of which, we have limited operating history as an SFB, and hence there
is limited historical financial and operational information available about our Bank to help prospective investors
evaluate our past performance as a commercial banking entity. Accordingly, investors should evaluate our
business and prospects in light of the risks, uncertainties and difficulties frequently encountered by NBFCs and
banks that are in the early stages of development. Our failure to mitigate these risks and uncertainties successfully
could materially affect our business and operating results, and consequently result in a decline in the trading price
of our Equity Shares.

30. We have a continuous requirement of funds and our inability to access sources of funds in an
acceptable and timely manner or any disruption in the access to funds would adversely impact our
results of operations, financial condition and cash flows.

Historically, as an NBFC-MFI, Utkarsh Corelnvest Limited raised a majority of its funding requirements through
a combination of term loans from banks and financial institutions, issuance of non-convertible debentures,
refinancing arrangements, securitization/ assignment of receivables, and issuance of commercial paper. However,
post transitioning into an SFB, our borrowings are subject to inter-bank borrowing limits, at par with scheduled
commercial banks prescribed by RBI and thus our primary sources of funding have been deposits and refinancing.
As of March 31, 2023, majority of our funding consists of retail deposits which amounted to X 55,751.33 million
representing 51.40% of our total term deposits, with a CASA ratio of 20.89%. Considering the growth of our
business, we will have a continuous requirement of funds for expanding our outreach and enhancing our loan
portfolio. Our ability to continue to meet customer demand for new loans will depend primarily on our ability to
raise funds through deposits and refinancing on suitable interest rates and terms, and in a timely manner. Our
ability to raise such funds on competitive terms in the future will depend on various factors including our credit
ratings, macroeconomic factors, the regulatory environment and policy initiatives in India, developments in the
international markets affecting the Indian economy, outbreak of an infectious disease, such as the COVID-19
pandemic, investors’ and/ or lenders’ perception of demand for debt and equity securities of SFBS, and our current
and future results of operations, financial condition and cash flows.

Our cost of borrowings are partly determined by the credit ratings that we have obtained from credit agencies such
as CARE and ICRA. Any downgrade in our debt ratings may adversely affect our future issuances of debt and
our ability to raise new capital on a competitive basis, which may adversely affect our business, financial
condition, results of operations and cash flows. In addition, while banks in India are precluded from creating
floating charges on its assets, any existing floating charge created on our assets pursuant to the Business Transfer
Agreement have to be grandfathered till their maturity, in accordance with guidelines issued by the RBI. We may
also be unable to attract sufficient deposits from customers, due to various factors beyond our control, such as the
market acceptance of the ‘Utkarsh’ brand and its associated reputation. We have to also compete with other banks
by offering attractive interest rates, and may be unable to raise sufficient funds, including funds through deposits
at existing or higher interest cost. Consequently, our inability to raise sufficient funds in a timely manner, or at
all, may have an adverse effect on our business, results of operations, financial condition and cash flows.

31. Banking companies in India, including us, will be required to report financial statements as per Ind
AS in the future. However, our Promoter, Utkarsh Corelnvest Limited, currently reports its financial
statements under Ind AS and as a result, we are required to prepare select Ind AS financial
information for the limited purposes of consolidation by Utkarsh Corelnvest Limited. Differences exist
between Ind AS and Indian GAAP, which may be material to the investors’ assessment of our financial
condition.

The Ministry of Corporate Affairs, in its press release dated January 18, 2016, issued a roadmap for
implementation of Ind AS for scheduled commercial banks, insurance companies and NBFCs, which are also
applicable to our Bank. 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
commencing April 1, 2018 and also required such entities to prepare and submit proforma Ind AS financial
statements to the RBI since the six months ended September 30, 2016. In compliance of such regulatory
requirements, we have submitted proforma Ind AS financial statements and since June 2018, we have continued
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to submit such proforma Ind AS financial statements every quarter to the RBI. However, the RBI, through its
notification dated March 22, 2019, decided to defer the implementation of Ind AS until further notice for all
scheduled commercial banks (except regional rural banks). Under applicable regulations, scheduled commercial
banks, including our Bank, are not permitted to undertake early adoption of Ind AS. Accordingly, we continue to
prepare and present our financial statements under Indian GAAP.

However, as a subsidiary of Utkarsh Corelnvest Limited, our Promoter, which was required to prepare its financial
statements in accordance with Ind AS with effect from April 1, 2018, we were also required to prepare financial
statements in accordance with Ind AS for the limited purpose of inclusion in Utkarsh Corelnvest Limited’s
consolidated financial statements. Further, in the absence of guidance on Ind-AS implementation and accounting
policies applicable to an SFB, we may be unable to ascertain the material impact of such reconciliation on our
Restated Financial Statements. Our Ind AS financial statements have not been made been publicly available by
us, as these were only prepared for the limited purpose of inclusion in Utkarsh Corelnvest Limited’s consolidated
financial statements. However, in accordance with the RBI Circular DoR (NBFC) (PD) CC. No.
117/03.10.001/2020-21 dated August 13, 2020, since our Promoter, Utkarsh Corelnvest Limited, is a ‘Core
Investment Company’ (“CIC”), it is required to upload its annual report on its website which includes Utkarsh
Corelnvest Limited’s annual consolidated Ind AS financial statements. Consequently, our Bank’s Ind AS financial
information is to an extent indirectly publicly available, as may be derived from or reflected in the publicly
available consolidated Ind AS financial information of Utkarsh Corelnvest Limited.

The Restated Financial Statements included in this Red Herring Prospectus are based on our Indian GAAP audited
financial statements for Fiscals 2021, 2022 and 2023, which have been restated in accordance with the SEBI ICDR
Regulations. Since Ind AS differs in many respects from Indian GAAP, our Ind AS financial statements prepared
for the limited purpose of inclusion in Utkarsh Corelnvest Limited’s consolidated financial statements are
therefore also not comparable to our Restated Financial Statements included herein. The key areas of difference
between Indian GAAP and Ind AS, as it applies to our Bank include fair value accounting of financial assets,
consolidation accounting, accounting of fee income, fair value of ESOP calculation, leasing and calculation of
credit cost. Further, our Ind AS financial statements prepared for the limited purpose of inclusion in Utkarsh
Corelnvest Limited’s consolidated financial statements may also not be comparable to our future Ind AS financial
statements when Ind AS is made applicable to scheduled commercial banks and the RBI has issued relevant
interpretative guidance with respect thereto. In addition, given the relatively recent introduction of Ind AS in India,
and in particular since under applicable regulations Ind AS is still not applicable to scheduled commercial banks,
there is limited established practice available for drawing informed judgments regarding the implementation and
application of Ind AS to the financial statements of scheduled commercial banks, and consequently our Bank.

To the extent that the Ind AS financial information relating to our Bank can be indirectly derived from the
consolidated Ind AS financial statements of Utkarsh Corelnvest Limited as well as related investor presentations
and investor interaction information made available publicly in the ordinary course by Utkarsh Corelnvest Limited
as a CIC entity, investors are cautioned against placing reliance on such Ind AS financial information relating to
our Bank. Investors should rely solely on our Restated Financial Statements included in this Red Herring
Prospectus for an assessment of our financial position and any investment decision.

32. We are required to comply with certain restrictive covenants under our financing agreements. Any
non-compliance may lead to, amongst others, accelerated repayment schedule and suspension of
further drawdowns, which may adversely affect our business, results of operations, financial condition
and cash flows.

Some of the financing arrangements entered into by us include conditions that require our Bank to obtain
respective lenders’ consent prior to carrying out certain activities and entering into certain transactions. Failure to
meet these conditions or obtain these consents could have significant consequences on our business and
operations. These covenants vary depending on the requirements of the financial institution extending such loan
and the conditions negotiated under each financing agreement. Some of the corporate actions that require prior
consents from certain lenders include, amongst others, (a) changes to the capital structure of our Bank, (b) changes
of the memorandum and/or articles of association of our Bank, (c) changes to the management control of our
Bank, (d) dilution of the shareholding of our Promoter in our Bank; (e) declaration or payment of dividends; and
(f) Bank undertaking any merger, consolidation, reorganisation, scheme of arrangement or compromise with its
creditors or shareholder. Further, under certain financing agreements, we are required to maintain specific credit
ratings, certain financial ratios and ensure compliance with regulatory requirements such as the prudential norms
prescribed by the RBI. Failure to comply with such covenants may restrict or delay certain actions or initiatives
that we may propose to take from time to time. Also, for the purpose of the Issue, our Bank has obtained necessary
consents from its lenders and debenture trustees, as required under the relevant facility documentations for
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undertaking activities relating to the Issue. Additionally, one of our lender’s, namely SIDBI, is also entitled to
appoint a director on the Board of our Bank.

In addition, we also have unsecured loans amounting to % 21,899.90 million as of March 31, 2023 availed from
various lenders which, subject to trigger of certain conditions mentioned in the respective loan documentation,
may be recalled at any time at the option of such lenders. Such recalls on borrowed amounts may be contingent
upon happening of an event beyond our control and there can be no assurance that we will be able to persuade our
lenders to give us extensions or to refrain from exercising such recalls which may adversely affect our operations
and cash flows.

Our Bank has, in the past, on an occasion not been in compliance with a financial ratio under its financing
documentation with a lender. As of the date of this Red Herring Prospectus, the loan has been repaid. Any failure
in the future to observe the covenants under our financing arrangements or to obtain necessary consents/ waivers
may lead to the termination of our credit facilities, acceleration of amounts due under such facilities, cancel
undrawn portion of the facility and suspension of further access/ withdrawals, either in whole or in part, for the
use of the facility. Pursuant to clauses in certain financing agreements, any defaults under such facilities may also
trigger cross default or cross acceleration provisions under our other financing agreements. If the obligations under
any of our financing documents are accelerated, 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.

33. We undertake certain fee and commission-based activities and our financial performance may be
adversely affected by an inability to generate income from such activities.

We have expanded our operations from undertaking banking activities to providing certain fee and commission-
based services. Revenue from commission, exchange and brokerage was I 366.23 million, X 568.63 million and
% 853.00 million in Fiscals 2021, 2022 and 2023, respectively and represented 2.15%, 2.80% and 3.04%,
respectively, of our total income, in the same periods. Our miscellaneous income was X 923.64 million, X 1,308.06
million and % 2,139.56 million, in Fiscals 2021, 2022 and 2023, respectively. Our miscellaneous income included
general banking fees, commission based activities include distribution of third party insurance, mutual fund
products, safe deposit/ locker facilities, income from sale of PSLC and recovery from written-off accounts, among
others. If we are unable to attract customers and continue to make competitive offerings of these services to our
customers, fee generated by these products and services may be less than anticipated, which may materially and
adversely affect our business, financial condition, results of operations and cash flows.

34. Our operations could be adversely affected by strikes, work stoppages or increased wage demands by
our employees or any other kind of disputes with our employees.

As of March 31, 2023, we had 15,424 employees. Although we have not experienced any material labour unrest
until the date of this Red Herring Prospectus and none of our employees are a part of a trade union, we cannot
assure you that we will not experience disruptions in work due to disputes or other problems with our work force
in the future. These actions are impossible for us to predict or control and could adversely affect our business,
results of operations, financial condition and cash flows. Further, the Supreme Court of India has changed the
method of calculating the contribution towards provident fund of an employee which is expected to result in
greater provident fund deductions and lower take home salary for employees as well as an increase in employer’s
share of contributions towards provident fund to the employees’ account. In addition, with the introduction of the
Code on Wages, 2019 (which is partially notified), our statutory payments towards provident fund may increase.
This change in method of computation may expose us to greater scrutiny, inspections and potential penalties for
non-payment of contributions on allowances. While we believe that the relationship with our employees has
generally been good, there can be no assurance that we will continue to have such a relationship in the future, and
that there will not be significant strikes or disputes with employees that could affect our operations in future.

35. We experienced negative cash flow from operating activities in the past. If we do not maintain positive
cash flow, we cannot assure you that we will be able to sustain our growth or achieve profitability in
future periods.

We have had negative cash flow from operating activities for the Fiscal 2021.
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Fiscal

Particulars 2021 2022 2023
(X million)
Net cash flow (used in)/ generated from (834.63) 13,291.56 15,590.00

operating activities

We may incur negative cash flows in the future which may have a material adverse effect on our business,
prospects, results of operations and financial condition. For further information, see “Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Cash Flows — Operating Activities — Fiscal
2021 on page 372.

36. The value of our collateral may decrease or we may experience delays in enforcing collateral when
borrowers default on their obligations, which may result in failure to recover the expected value of
collateral security exposing us to potential loss.

We disburse certain loans that are secured by assets and follow certain procedures to evaluate the credit profiles
of our customers. However, the value of the collateral obtained by us may fluctuate or decline due to factors
beyond our control, including deterioration in regional economic conditions or of 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. In the event of a decline in any of these, some of our loans
may exceed the value of their underlying collateral. Changes in asset prices may cause the value of our collateral
to decline. Our secured advances have grown from % 11,357.45 million as of March 31, 2021 to % 22,491.59
million as of March 31, 2022, and further to X 43,228.54 million (including those covered by bank/government
guarantees) as of March 31, 2023. Our secured advances represented 13.82%, 21.99% and 33.08% of our total
advances as of March 31, 2021, 2022 and 2023, respectively. Our loan to value ratio across our secured product
segment is between 50% to 90%.

While we factor in any reduction in the collateral value to an extent, it may not be sufficient if the value of the
collateral reduces substantially. As a result, if our customers default, we may receive less money from liquidating
the collateral than is owed under the relevant financing facility, and incur losses, even in cases where we are able
to successfully seize and liquidate the collateral. Further, individual loans, which are not based on the joint liability
group model, impose a higher risk on us in terms of our ability to recover the loan amount. In addition, the
collateral for our secured retail loans and housing loans primarily includes mortgage over our customers’
residential, industrial or commercial property and we are therefore exposed to adverse movements in the price of
such immoveable property and the real estate market in general.

We are also exposed to the risk arising out of forged title deeds and property documents given as collateral for
our secured loans as well as the fact that there is no centralized land title registry in India. We cannot assure you
that we will be able to successfully seize the collateral in the event of customer default and may face delays and
incur legal and administrative costs in the repossession and sale of the collateral. Legal proceedings for such
purposes in India are often time consuming and if we are unable to seize and recover the full value of collateral
in a timely manner, or at all, our business, results of operations, financial condition and cash flows may be
adversely affected. In the event our borrowers default on the repayment of loans, we may not be able to realize
the full value of the collateral due to various reasons, including a possible decline in the realizable value of the
collateral, defective title or pledge of damaged items as security, prolonged legal proceedings and fraudulent
actions by borrowers, or we may not be able to foreclose on collateral at all. Further, we may be required to
increase our provision for loan losses in case of any decline in the value of the security, which could impair our
ability to realize the secured assets upon any foreclosure.

37. Our business relies extensively on our information technology systems and any weakness, disruptions
or failures in such systems, or breach of data, could adversely affect our operations and reputation.

We substantially rely on our IT systems for certain critical functions including customer onboarding, financial
controls, risk management and transaction processing. Our information technology systems enable us to manage
various back-end operations supported by a core banking system and customer relationship management system.
See “Our Business — Information Technology” on page 191. Any failure in performing any of these functions
could adversely affect our business, financial condition and results of operations. Our business is also dependent
on maintenance and timely upgradation of our information technology systems and any delay in upgrading our
systems or any disruption, breach or failure in our technology infrastructure may have significant consequences
on our business operations, including: (i) disabling or malfunctioning of financial, accounting or data processing
systems; (ii) inability to service our customers on a timely basis or at all; (iii) non-availability of certain
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information for our management in order to enable them to plan for or respond to contingencies and changes in
market conditions in a timely manner or at all; and (iv) loss of confidential or material data in relation to our
financial products or customers.

Our hardware and software systems are subject to 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. Our systems are also potentially vulnerable to data security breaches, whether by employees,
who may lack experience with our newer information technology systems, or others, that may expose sensitive
data to unauthorized persons. We undertake a high volume of transactions, including through internet and mobile
banking, and cannot assure you that we will be able to prevent occurrence of any disruption or successfully contain
the consequences of any failures. Data security breaches could lead to the loss of customer data, trade secrets or
other intellectual property, or could lead to the public exposure of personal information (including sensitive
financial and personal information) of our customers and employees. Although we intend to continue to implement
security measures and establish operational procedures to prevent break-ins, damage and failures, there can be no
assurance that instances of IT infringements and security breaches will not take place in the future or that our
security measures will be adequate or successful. Failed security measures could have a material adverse effect
on our business, results of operations and our future financial performance. In the past three Fiscals, our Bank
suffered one instance of cybersecurity breach in Fiscal 2022 whereby our Bank’s website was defaced through a
cyber-attack. However, we did not suffer any data loss or significant disruption due to this. Further, there have
been five instances of IT disruptions in the three preceding Fiscals, which occurred between June 2022 and
February 2023. These involved, inter alia, declined UPI transfers owing to sudden increase in transaction volume,
incorrect DNS entry issues and outages due do storage issues in the server, which was subsequently reviewed and
increased. We also conduct audit of our external vendors and there have been certain high and medium risk
observations as part of such audits. While we endeavour to address such observations there can be no assurance
that we will be able to successfully address such observations in future.

Further, we have also entered into agreements with several IT vendors to set up IT infrastructure. If our IT vendors
are unable to fulfil their contractual obligations or if we encounter any failure in the timely implementation,
performance or integration of such systems, we may experience interruptions in our operations, loss of customers,
damaged reputation and weakening of our competitive position. We also maintain a data centre and a
comprehensive disaster recovery centre as part of our business continuity measures. However, if there is a failure
in switching to the back-up system in a timely manner, our data may be compromised which would have an
adverse effect on our financial condition, results of operations and cash flows.

38. 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% of the total voting rights of our Bank.

The Banking Regulation Act, read with the SFB Licensing Guidelines, Master Direction on Acquisition and
Holding of Shares or Voting Rights and the Guidelines on Acquisition and Holding of Shares or Voting Rights,
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 195.

39. Our inability to renew or maintain our statutory and regulatory permits and approvals required to
operate our business may adversely impact our business, financial condition and results of operation.

We are required to obtain various statutory and regulatory permits and approvals to operate our business. These
include approvals from the RBI for various aspects of our banking operations, and registrations from other
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regulatory authorities, such as the IRDAI for acting as a category Corporate Agent (Composite) and PFRDA to
transact in pension schemes. We may not, at all points of time, have all approvals required for our business. For
instance, our Bank has approached the RBI for seeking final approval to operate a Bharat Bill Payment Operating
Unit. We may also need to apply for new licenses and approvals, which may expire from time to time. In the event
that we are unable to obtain, renew or maintain other statutory permits and approvals or comply with regulatory
requirements, it may result in the interruption of all or some of our operations, imposition of penalties and could
materially and adversely affect our business, financial performance and reputation. For details of pending
applications, see “Government and Other Approvals” on page 391.

Further, our approvals and licenses are subject to numerous conditions, some of which are onerous and may
require us to incur substantial expenditure in order to comply with such conditions, and failure to comply with
which could adversely affect the validity of such approvals or licenses and result in the interruption of all or some
of our operations, which in turn may have a material adverse effect on our business, financial condition, results
and cash flow. Additionally, our RBI In-Principle Approval and RBI License requires 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 our license or may place stringent restrictions on our operations.

In addition, we are required to obtain certain approvals and renew them periodically, as applicable, including
shops and establishment licenses, trade licenses, employee state insurance, employee provident fund and tax
registrations. We may not, at all points of time, be able to obtain the approvals and have all approvals required for
our business. For instance, in Fiscal 2023, we were unable to obtain the license to issue prepaid payment
instruments from the RBI. Further, in relation to our Banking Outlets, certain approvals may have lapsed in their
normal course and our Bank has either made an application to the appropriate authorities for renewal of such
registration or is in the process of making such application. For details of pending applications and applications
yet to be made in relation to material Banking Outlets, see “Government and Other Approvals” on page 391. We
cannot assure you that the approvals, licenses, registrations or permits issued to us will not be suspended or
revoked, or that applicable penalties will not be imposed on us in the event of non-compliance with any terms and
conditions. We may also incur substantial costs related to litigation if we are subject to significant regulatory
action, which may adversely affect our business, future financial performance and results of operations.

40. We have recently introduced new products and services and we cannot assure you that such products
and services will be profitable in the future. Further, we may not be able to successfully diversify our
product portfolio or enter into new lines of business, which may materially and adversely affect our
business prospects and impact our future financial performance.

We have incurred substantial costs to expand our range of products and services and we cannot assure you that
such products and services will be successful, whether due to factors within or outside of our control, such as
general economic conditions, a failure to understand customer demand and market requirements or management
focus on these new products. We have limited experience in offering such products. Further, these operations may
be accompanied by operating and marketing challenges that may be different from those we currently encounter.
In addition, if we fail to successfully offer our new products and services in an increasingly competitive market,
we may not be able to capture the growth opportunities associated with them or recover the development and
marketing costs, and our future results of operations and growth strategies could be adversely affected. Further,
we may require approval from regulatory authorities before we commence offering certain 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 of such offerings, or discontinue these offerings, which could in turn
adversely affect our business and results of operations.

As part of our growth strategy, we intend to diversify our product portfolio and in doing so, we may encounter
certain additional risks including management and market-related risks. We cannot assure you that such
diversification or expansion of operations will yield favourable or expected results, as our overall profitability and
success will be subject to various factors, including, among others, our ability to effectively recruit, retain and
motivate appropriate and experienced managerial talent, and ability to compete with other scheduled commercial
banks and other NBFCs and SFBs that are already well established in these market segments. Further, new
businesses will require significant capital investment and commitment of time from our senior management. There
can be no assurance that our management will be able to develop the skills necessary to successfully manage these
new business areas. Our inability to effectively manage any of these issues could materially and adversely affect
our business and impact our future financial performance and/ or cash flows.
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41. The Indian banking industry is very competitive and if we are unable to compete effectively it would
adversely affect our business, financial condition, results of operations and cash flows.

The success of our banking operations depends on a number of factors, including the demand for our services and
our ability to compete with other banks and financial institutions effectively. The banking and financing sector in
India is highly competitive and we face competition in all our principal areas of business. We face our most
significant organized competition from other SFBs, NBFCs, microfinance institutions and cooperative banks
which have significant presence in rural areas, public sector banks, private sector banks, housing finance
companies and other financial services companies in India. There are multiple players in the microfinance sector
with varied organisational structures. Loans in the microfinance sector are provided by banks, small finance banks,
non-banking finance company-microfinance institutions (“NBFC-MFIs”), other non-banking finance companies,
and non-profit organisations. Banks provide loans under the self-help group model. However, they also give
microfinance loans directly or through business correspondents to meet their priority-sector lending targets. In
addition, many of our potential customers in economically weaker segments do not have access to any form of
organized institutional lending, and rely on loans from informal sources, especially moneylenders, landlords, local
shopkeepers and traders, at higher interest rates.

Our competitors in the organized sector may have a better brand recognition, greater business experience, more
diversified operations, a greater customer and depositor base, a larger branch network and better access to funding
and at lower costs than we do. Further, certain requirements that are applicable to small finance banks in terms of
the SFB Operating Guidelines and other banking laws and regulations are significantly more stringent in
comparison to universal banks and NBFCs. Ensuring compliance with these laws and regulations has and will
continue to limit our revenue, thereby making it more difficult to compete with other players in the organized
sector. In addition, we compete with informal sources of lending for microfinance loans, including moneylenders,
landlords, local shopkeepers and traders.

The RBI has also issued Guidelines for On-Tap Licensing of SFBs in the Private Sector on December 5, 2019,
which permits applicants to apply for SFB license to the RBI at any time, subject to fulfilment of certain eligibility
criteria and other conditions. We expect this to increase competition for us. Our inability to compete effectively
may adversely affect our business, results of operations financial condition and cash flows. Further, consolidation
in the industry driven by the merger of other banks is likely to further increase competition by creating larger,
more homogeneous and potentially stronger competitors in the market. Increases in operations of existing
competitors or the entry of additional banks offering similar or a wider range of products and services could also
increase competition. Further, with the advent of technology based initiatives and alternative modes of banking,
we may face increased competition in this sector, which may in turn impact our results of operations. We also
face competition from specialized fintech companies who could disrupt our origination, sales and distribution
process. In addition, we face competition from payment banks. If we are unable to compete effectively, it would
adversely affect our business, financial condition, results of operations and cash flows.

42. The RBI may remove any employee, managerial personnel or may supersede our Bank’s Board of
Directors in certain circumstances, which may materially affect our Bank’s business, results of
operations, and financial conditions.

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, the RBI being satisfied
that such act is in public interest or required to prevent the affairs of our Bank from being conducted in a manner
detrimental to the interests of the depositors. For instance, in the past, the RBI has directed Mr. Govind Singh, our
Managing Director and chief executive officer, to resign from our Board on account of him holding substantial
interest in our Promoter and not being able to divest his shareholding in our Promoter in accordance with the
Banking Regulation Act. As a result, Mr. Govind Singh resigned from his position of Managing Director and
chief executive officer on May 24, 2018, and subsequently re-joined our Bank as our Managing Director and chief
executive officer on September 21, 2018 post receipt of approval of the RBI dated September 21, 2018 and
successful divesture of his shareholding in our Promoter in compliance with the directions of the RBI.

Further, the RBI, in consultation with the central government, 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. We are dependent on our management team comprising of qualified and experienced professionals
and our professional senior management team having experience in the banking and financial services industry
for our business and growth and should any of the steps as explained herein be taken by RBI, our reputation,
business, results of operations, financial conditions and cash flows would be materially and adversely affected.
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43. An inability to effectively manage our growth and expansion may have a material adverse effect on
our business prospects and future financial performance.

We have experienced stable growth over the past three years, as set forth below:

As of/ For the years ended March 31,

Metric 2021 2022 2023
(X million, except percentages)
Gross Loan Portfolio 84,156.60 106,307.25 139,571.08
Deposits 75,075.68 100,741.83 137,101.40

Our Banking Outlets have increased from 558 Banking Outlets spread across 16 States and two Union Territories
in India, as of March 31, 2021 to 830 Banking Outlets spread across 22 States and four Union Territories in India,
as of March 31, 2023. We intend to continue to diversify our retail asset portfolio, grow our retail deposit mix
across geographies and customer segments, increase our share of fee income and increase the use of technology
and digital offerings for last mile delivery to customers. Our newly opened Banking Outlets may not be profitable
immediately upon their opening or may take time to break even. However, we cannot assure you that we will
succeed in implementing such strategies, as their successful implementation is subject to many factors beyond our
control. Factors, such as competition and customer requirements, in these new markets may differ from those in
our existing markets. 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.

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 and collaborating with local
business partners with whom we may have no existing relationship, successfully marketing our products in
markets in which we have no familiarity, attracting customers in a market in which we do not have significant
experience or visibility, maintaining standardized systems and procedures, adapting our marketing strategy and
operations to new markets in India in which different languages are spoken, higher technology costs, upgrading,
expanding and securing our technology platform in such Banking Outlets, operational risks including integration
of internal controls and procedures, compliance with KYC, AML and other regulatory norms, ensuring customer
satisfaction, recruiting, training and retaining skilled personnel, failure to manage third-party service providers in
relation to any outsourced services and difficulties in the integration of new Banking Outlets with our existing
Banking Outlets network. To address these challenges, we may have to make significant investments that may not
yield desired results or incur costs that we may not be able to recover. If we are unable to implement such growth
strategies, our business, results of operations, financial condition and cash flows will be adversely affected.

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

We have invested in promoting the “Utkarsh” brand, and we expect to continue to invest in increasing our brand
awareness. We believe that any damage to the brand “Utkarsh” or to our reputation could substantially impair our
ability to maintain or grow our business, or could have a material adverse effect on our overall business, financial
condition, results of operations and cash flows. With the market becoming increasingly competitive, we believe
that maintaining and enhancing our brand will become more important for our business. 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. Reputational risk, or the risk to our business, earnings and capital from negative publicity, is inherent
in our business. If we experience any negative publicity, it could adversely affect our brand and ability to attract
and retain customers. We also distribute third-party products through partnerships with external organizations
over whom we have limited control. We have no control over the actions of such third parties. Any regulatory
action taken against such third parties or any adverse publicity relating to such party could, in turn, result in
negative publicity about us and adversely impact our reputation. For further information, see “Our Business —
Intellectual property” and “Government and Other Approvals - Intellectual property” on pages 191 and 394,
respectively.
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45, Any changes in the regulations that govern our operations could have an adverse impact on our
business, financial condition and results of operations.

As an SFB in India, we are subject to various regulations, guidelines and circulars prescribed by the RBI and the
Banking Regulation Act. In particular, we are required to comply with the conditions prescribed in the RBI In-
Principle Approval, RBI Licence, SFB Licensing Guidelines and SFB Operating Guidelines.

Set forth below are details of our leverage ratios, in comparison to the corresponding regulatory requirements:

As of March 31,
2021 2022 2023
Regulatory requirement 4.50% 4.50% 4.50%
(minimum requirement)
Leverage ratio of our Bank 10.38% 9.49% 9.55%

For information on the leverage ratios of our peer set in Fiscal 2023, see “Industry Overview — Peer
Benchmarking” on page 132. For further information, see “Risk Factors — Our Bank is subject to stringent
regulatory requirements and prudential norms of RBI and our inability to comply with such laws, regulations and
norms may have an adverse effect on our business, results of operations, financial condition and cash flows.” on
page 41.

The operating model for SFBs in India is evolving and we may be subject to additional requirements or obligations
to ensure compliance with the regulatory framework. For instance, we may become subject to greater capital
adequacy requirements, our ability to expand our Banking Outlet network may be restricted or our customers may
be subject to more stringent KYC requirements as mandated by the RBI from time to time. Any changes in the
supervisory and regulatory framework applicable to SFBs in India could have an adverse impact on our business,
financial condition and results of operations.

46.  Our business correspondents are responsible for, among other things, sourcing and servicing of
customers for our loans on a non-exclusive basis. If these business correspondents prefer to promote
our competitors’ microfinance loans or our agreements with them are terminated or not renewed it
would adversely affect our business, financial condition, results of operations and cash flows.

We started the BC model in Fiscal 2018 with a primary focus on reaching out in geographies where we did not
have presence. As of March 31, 2023, we had partnered with 13 BCs and the portfolio under the BC segment
amounted to T 3,728.42 million, being 2.67% of our Gross Loan Portfolio. Under the terms of the agreements
with our business correspondents, our business correspondents act for us on a non-exclusive basis, however,
specific outlets of our business correspondents are on an exclusive basis for our operations. For further details on
our business correspondents, see “Our Business — Network of Business Correspondents” on page 177. In the event
that our business correspondents prefer to promote our competitors’ microfinance loans over our microbanking
loans or our agreements with them are terminated or not renewed, it would have an adverse effect on our business,
financial condition, results of operations and cash flows.

47. We have in this Red Herring Prospectus 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, such as Gross Loan Portfolio,
Gross Advances, Yield, Spread and Net Interest Margin, relating to our operations and financial performance have
been included in this section and elsewhere in this Red Herring Prospectus. For further information, see “Selected
Statistical Information” on page 238. 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. Such non-GAAP measures are not measures of operating
performance or liquidity defined by generally accepted accounting principles. These non-GAAP financial
measures and other statistical and other information relating to our operations and financial performance may not
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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 financial services companies.

48. If our risk management policies are ineffective, it could adversely affect our business, financial
condition, results of operations and cash flows.

We have devoted significant resources to develop our risk management policies and procedures and plan to
continue to do so in the future. Our risk management functions are divided on the basis of key risks typically faced
by banks i.e., credit risk, market risk and asset liability mismatches, operational risk, cyber security, fraud risk
management and technology risk. Our risk management governance framework comprises a Risk Management
Committee of our Board and management sub committees for management of credit risk, cyber security,
technology risks, asset liability management, fraud risk management and operational risk, however, we may not
be able to effectively mitigate all our risk exposures. For details on our risk management policies, see “Our
Business — Risk Management” on page 188. While we have risk management policies and procedures, our policies
and procedures to identify, assess, monitor and manage risks may not be fully effective. Some of our risk
management systems are not automated and are subject to human error. Some of our methods of managing risks
are based upon the use of observed historical market behaviour. While there have been no such instances in the
three preceding Fiscals, these methods may not accurately predict future risk exposures, which could be
significantly greater than those indicated by the historical measures.

To the extent any of the instruments and strategies we use to hedge or otherwise manage our exposure to market
or credit risk are not effective, we may be unable to mitigate effectively our risk exposures in particular market
environments or against particular types of risk. Further, some of our risk management strategies may not be
effective in a difficult or less liquid market environment, where other market participants may be attempting to
use the same or similar strategies to deal with the difficult market conditions. In such circumstances, it may be
difficult for us to reduce our risk positions due to the activity of such other market participants. Other risk
management methods depend upon an evaluation of information regarding markets, clients or other matters. This
information may not in all cases be accurate, complete, up-to-date or properly evaluated. Our investment and
interest rate risk is also determined by our ability to properly identify, and mark-to-market changes in the value
of financial instruments caused by changes in market prices or rates. Our earnings are dependent upon the
effectiveness of our management of changes in credit quality and risk concentrations, the accuracy of our valuation
models and our critical accounting estimates and the adequacy of our provision for loan losses. To the extent our
assessments, assumptions or estimates prove inaccurate or not predictive of actual results, we could suffer higher
than anticipated losses.

Management of operations, legal and regulatory risks requires, among other things, policies and procedures to
properly record and verify a large number of transactions and events, and these policies and procedures may not
be fully effective. As we seek to expand the scope of our operations, we also face the risk that we may not be able
to develop risk management policies and procedures that are properly designed for new business areas or to
manage the risks associated with the growth of our existing businesses effectively. Implementation and monitoring
may prove particularly challenging with respect to businesses that we plan on developing. An inability to develop
and implement effective risk management policies may materially and adversely affect our business, financial
condition and results of operations.

49. Any adverse developments in the segments we operate in, such as retail, wholesale, and housing, could
adversely affect our business and results of operations.

Other than microbanking, we are also engaged in lending to retail, wholesale and housing segments, to unserved
and underserved customer segments. As of March 31, 2023, retail, wholesale and housing segments contributed
¥ 15,340.92 million, X 15,468.11 million and X 5,192.45 million of our Gross Loan Portfolio and represented
10.99%, 11.08% and 3.72%, respectively, of our Gross Loan Portfolio.

The success of our business therefore depends on various factors that affect demand for these loan products. Our
retail, wholesale and housing segments in particular, depend on various factors, including the funding
requirements of our target customers, ability of our borrowers to repay their loan, housing market in India,
manufacturing activity in India, changes in regulations and policies, natural disasters, calamities, political and
social risks, including any adverse publicity or litigation relating to these loan products relating to loans and
interest payments. As a substantial portion of the loans offered are for borrowers who are likely to be impacted
by these conditions, occurrence of these events may adversely affect our ability to recover loans advanced and
consequently affect our results of operations, financial condition and cash flows.
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50. We have, in the past, failed to make timely regulatory filings and there have been irregularities in
certain regulatory filings made with the RoC under applicable law. Further, certain of our regulatory
records are not traceable.

We have in the past delayed in making certain regulatory filings required under the Companies Act, beyond the
prescribed timelines, resulting in non-compliance. These comprise delays in filing necessary forms with the RoC,
in connection with resolutions passed by the Board approving, inter alia, the board report and appointment of the
chief financial officer. Subsequent to these delays, we sought and obtained condonation of delay from the RoC
upon payment of the fees along with additional fees under the Companies Act.

Further, in the past, certain forms filed by our Bank with the RoC had factual inaccuracies, which related to,
amongst others, incorrect reference to the date of transfer of Equity Shares and number of Equity Shares held by
a nominee shareholder. Additionally, in the past, we have inadvertently filed an incorrect attachment (in place of
the private placement letter of offer) in the return of allotment filed with the RoC which we subsequently addressed
by filing the attachment along with payment of the requisite late form filing fee. However, there can be no
assurance that this late filing of the attachment will be accepted by the RoC, and we will not be subject to any
penalties under the Companies Act, 2013 in this respect.

Additionally, in the past, there were certain inadvertent delays by us in making certain disclosures and regulatory
filings to BSE under the Listing Regulations with respect to our non-convertible debentures listed on BSE. For
details on such delays, see “Risk Factors — Our non-convertible debentures are listed on BSE and in the past,
there were certain inadvertent delays by us in making certain disclosures and regulatory filings to BSE under the
Listing Regulations. We have filed settlement applications before SEBI under show cause notice issued by SEBI
on account of such inadvertent delays.” on page 28. In this regard, we had suo moto filed settlement application(s)
with SEBI under Regulation 3(1) of the SEBI Settlement Regulations, which have been returned as on date. For
further details on the settlement application matter, see “Outstanding Litigation and Material Developments —
Actions by regulatory and statutory authorities involving our Bank™ on page 384.

Also, we are unable to trace the NOC received by us from the RBI in relation to the amendment to its MOA on
December 28, 2016 arising as a result of an increase in its authorised share capital.

With the expansion of our operations there can be no assurance that such non-compliances will not arise, or that
we will be able to implement, and continue to maintain, adequate measures to rectify or mitigate any such non-
compliances, in a timely manner or at all. Any penalty or regulatory action taken against us may adversely impact
our cash flows and results of operations.

51. Any non-compliance with mandatory AML, KYC and CFT laws and regulations could expose us to
liability and harm our business and reputation.

In accordance with the requirements applicable to banks in India, we are mandated to comply with applicable
anti-money laundering (“AML”), know your client (“KYC”) and combatting financing of terrorism (“CFT”)
regulations. These laws and regulations require us, among other things, to adopt and enforce AML, KYC and CFT
policies and procedures. We are also required to undertake constant review and assessment of existing control
processes and programs to meet the increased regulatory expectation. We face significant challenges with system
upgradation to meet the requirements of such regulatory developments. Our reputation and business could suffer
if any such parties use or attempt to use us for money-laundering or illegal or improper purposes and such attempts
are not detected or reported to the appropriate authorities in compliance with applicable regulatory requirements.

Although we believe that we have adequate internal policies, processes and controls in place to prevent and detect
AML and CFT activity and ensure KYC compliance and have not experienced any breach of such laws in the
three preceding Fiscals, there may be significant inconsistencies in the manner in which specific operational and
KYC, AML, CFT policies are actually interpreted and implemented at an operational level in each of our Banking
Outlets. If we fail to comply with such laws and regulations, we may be subject to regulatory actions, including
imposition of fines and other penalties by the relevant government agencies to whom we report.
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52. Our intellectual property rights may be subject to infringement or we may breach third party
intellectual property rights. If we fail to successfully enforce our intellectual property rights, our
business, results of operations and cash flows would be adversely affected.

We have obtained various trademark registrations in India, including for our logo o and name ‘Utkarsh Small
Finance Bank Limited” with the trademark registry under classes 16 and 36. Further, we have applied for

3Teht S BT @I

Aapki Ummeed Ka Khaata
registration of our tag line “ ” and ” and slogans such as “EK NAYA
NAZARIYA NAYE NAZAREIN”, “NAYA NAZARIYA BADALTE NAZAREIN” and “EK NAYA
NAZARIYA BADALTE NAZAREIN”. For further information, see “Government and Other Approvals” on page
391. We have entered into trademark license agreements with our Promoter and Group Company, respectively,

for usage of the * ‘ > trademark and logo. We are accordingly subject to the risk of brand dilution and
consequently, loss of revenue in case of any misuse of our brand name by our Promoter, our Group Company or
agents or any third party.

Our inability to obtain, renew or maintain these registrations may adversely affect our competitive business
position. There can be no assurance that any application for registration or renewal, when filed, shall result in
registration or renewal of the trademark in a timely manner or at all or that third parties would not infringe upon
our trademark or any order restraining or prohibiting us from using the trademark, shall not adversely affect the
business prospects, reputation and goodwill of our Bank. We may not be able to successfully protect our
intellectual property rights against third party infringement and unauthorized use of our intellectual property,
including by our competitors and protection of the trademark in India may be difficult and we may be a party to
litigation for infringement. This may affect our brand value and consequently our business.

While there have been no such instances in the three preceding Fiscals, we may also be subject to claims by third
parties, for breach of their intellectual property rights by using slogans, names, logos or other such subjects, which
are of a similar nature to the intellectual property these third parties may have registered. 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 make changes
to our marketing strategies or to the brand names of our products, which may have a materially adverse effect on
our brand, business, prospects, financial condition and results of operations.

53. Our inability to grow our CASA deposits and CASA ratio may result in higher cost of deposits and
impact our financial condition and cash flows.

As of March 31, 2023, our CASA ratio was at 20.89%. We may not be able to grow our CASA deposits and
CASA ratio owing to the increased competition from other banks and lending institutions. In order to attract retail
customers and increase our CASA deposits, we intend to introduce new products and promote our products
through marketing campaigns. The interest rates that we must pay to attract customer deposits are determined by
numerous factors such as the prevailing interest rate structure, competitive landscape, Indian monetary policy and
inflation. However, there is no assurance that we will be successful in growing our CASA base which may result
in higher cost of deposits and impact our financial condition and cash flows.

54. The SFB model is relatively new to India, and such operations pose various business and financial
challenges.

As the SFB model is relatively new to India, such operations pose various business and financial challenges,
including (i) sourcing deposits from customers and public at large at competitive rates to support the loan portfolio
build up, (ii) operationalization of banking outlets, (iii) diversification of loan portfolio, (iv) setting up of and
running treasury operations, (v) adopting a robust asset liability management system, (vi) migration to new
technology platforms, (vii) digitization of banking service delivery and other operations in order to source and
deliver cost effective financial services to customers, (viii) designing and developing a robust system for
prevention of fraud committed by our personnel or customers, (ix) designing and developing a comprehensive
enterprise wide risk management framework, and (x) gaining market share with limited brand recognition. These
challenges have and will continue to entail substantial senior level management time and financial resources and
place significant demands on our management team and other resources. Further, 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
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framework applicable to SFBs, we may need to allocate additional resources, 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.

55. We may face cyber threats attempting to exploit our network to disrupt services to customers and/ or
theft of sensitive internal data or customer information, which may cause damage to our reputation
and adversely affect our business and financial performance.

We offer banking services to our customers through a range of alternate channels, including phone banking,
mobile banking, internet banking and tab banking. Our alternate banking channels include multiple services such
as electronic funds transfer, bill payment services, requesting account statements, use of debit cards at ATMs, and
requesting cheque books. Therefore, by providing such services, we are exposed to various cyber threats including
(i) phishing and trojans targeting our customers, wherein fraudsters send unsolicited mails to our customers
seeking account sensitive information or to infect customer machines to search and attempt exfiltration of account
sensitive information; (ii) vishing and skimming at ATMs, wherein a skimming device or a card reader is
fraudulently inserted in the machine allowing the fraudster to obtain card details including pin codes of the user,
to replicate into a counterfeit copy; (iii) hacking, wherein attackers seek to hack into our website with the primary
intention of causing reputational damage to us by disrupting services; and (iv) data theft, wherein cyber criminals
may attempt to enter our network with the intention of stealing our data or information. In addition, we also face
the risk of our customers incorrectly attributing deficiency in service to us and terminating their accounts with us
for any cyber security breaches that may have occurred on their own system or with that of an unrelated third
party. Any cyber security breach could also subject us to additional regulatory scrutiny and expose us to civil
litigation and related financial liability. In the past three Fiscals, our Bank suffered one instance of cybersecurity
breach in Fiscal 2022 whereby our Bank’s website was defaced through a cyber-attack. However, we did not
suffer any data loss or significant disruption due to this. While we have implemented operational controls to
prevent and detect such threats, there can be no assurance that cyber threats will not impact our operations in the
future.

Further, while we have established a geographically remote disaster recovery site to support critical applications,
our disaster recovery site may also fail or may take considerable time and resources to ensure that the system is
fully operational and achieve complete business resumption using an alternate site. In situations where the primary
site is completely unavailable, there may be significant disruption to our operations, which would materially
adversely affect our business, financial condition, reputation and results of operation.

56. Our Previous Statutory Auditors have included emphasis of matters in our audited financial
statements as of and for the years ended March 31, 2022 and March 31, 2021.

Our Previous Statutory Auditors have included emphasis of matters in the annexure to their audit reports on the
consolidated financial statements as at and for the years ended March 31, 2022 and March 31, 2021 as follows:

Fiscal 2022

“We draw attention to Note 18.27 of Schedule 18 of the financial statements which explains that the extent to
which COVID-19 pandemic will impact the Bank’s operations and financial statements is dependent on future
developments, which are highly uncertain.

Our opinion is not modified in respect of this matter.”
Fiscal 2021

“We draw attention to Note 18.47 of Schedule 18 of the financial statements which explains that the extent to
which COVID-19 pandemic will impact the Bank’s operations and financial statements is dependent on future
developments, which are highly uncertain.

Our opinion is not modified in respect of this matter.”

Other than as mentioned above, there are no adverse reservations/ qualifications/ adverse remarks/ made by our
Previous Statutory Auditors in their auditor’s reports on the audited financial statements as of and for the years
ended March 31, 2022 and March 31, 2021 and by our Joint Statutory Auditors for the year ended March 31,
2023. There can be no assurance that any similar emphasis of matters will not form part of our financial statements
for the future fiscal periods, which could subject us to additional liabilities due to which our reputation and
financial condition may be adversely affected.
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57. Our failure to adapt to technological advancements that can potentially disrupt the banking industry
could affect the performance and features of our products and services and reduce our attractiveness
to customers. Further, our success depends on our ability to respond to new technological advances.

Any technological advancement in the way customers prefer to execute their banking services may change the
way banking has been perceived and carried out. Technological innovation such as cashless innovation and tab
banking, could disrupt the banking industry as a whole. There can be no assurance that we will be able to adapt
our systems quickly and efficiently and in cost-effective and timely manner to such changing environment. Even
if we are able to maintain, upgrade or replace our existing systems or innovate or customize and develop new
technologies and systems, we may not be as quick or efficient as our competitors in upgrading or replacing our
systems. The development and implementation of such technology entails significant technical and business risks.
Our failure to adapt to such technological advancements quickly and effectively could affect the performance and
features of our products and services and could reduce our attractiveness to existing and potential customers.

58. We may face asset liability mismatches, which could affect our liquidity and consequently may
adversely affect our operations and profitability.

We may face asset and liability mismatches, which represents situations when the financial terms 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 pre-payments of the financing facilities we grant to our customers. Further, asset-liability
mismatches may also result in liquidity crunch or liquidity surplus situations and depending upon the interest rate
movement, such situations may adversely affect our Net Interest Income. For further information, see “Selected
Statistical Information — Asset Liability Management” on page 245. If we are unable to obtain additional
borrowings or renew our existing credit facilities for matching tenures of our loan portfolio in a timely and cost-
effective manner or at all, it may lead to mismatch in our assets and liabilities, leading to a liquidity risk which
may have a material adverse effect on our operations and profitability.

59. Increasing regulatory focus on personal information protection could impact our business and expose
us to increased liability.

Regulators in various jurisdictions are increasingly scrutinizing how companies collect, process, use, store, share
and transmit personal data. This increased scrutiny may result in new interpretations of existing laws, thereby
further impacting our business. Recent regulations, such as the General Data Protection Regulation, which came
into effect in the European Union (“EU”) on May 25, 2018, applies to the collection, use, retention, security,
processing, and transfer of personally identifiable information of residents of EU countries. The Supreme Court
of India, in a judgment delivered on August 24, 2017, had held that the right to privacy is a fundamental right.
Following this judgment, the Government of India is considering the enactment of the Digital Personal Data
Protection Bill, 2022 (“Data Protection Bill”’) on personal data protection for implementing organizational and
technical measures in processing personal data and lays down norms for cross-border transfer of personal data
including ensuring the accountability of entities processing personal data. The Data Protection Bill, if passed into
law, would require companies that collect and deal with high volumes of personal data to fulfil certain additional
obligations such as appointment of a data protection officer for grievance redressal and a data auditor to evaluate
our compliance with such Data Protection Bill. The enactment of the aforesaid bill may introduce stricter data
protection norms for a company such as us and may impact our processes. The RBI has also issued a circular on
the procedure of storage of payment systems data, to ensure that data relating to payment systems operated by us
is stored only in India. Any failure, or perceived failure, by us to comply with any applicable regulatory
requirements, including but not limited to privacy, data protection, information security or consumer protection-
related privacy laws and regulations, could result in proceedings or actions against us by government entities or
individuals, subject us to fines, penalties, judgment or otherwise adversely affect our business, as our reputation
could be negatively impacted.

60. Any downgrade of our credit ratings could adversely affect our business.

The cost and availability of capital depends in part on our short-term and long-term credit ratings. Credit ratings
reflect the opinions of ratings agencies on our financial strength, operating performance, strategic position and
ability to meet our obligations.

Our credit ratings as of relevant dates indicated are set forth below:
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Rating Facilities Credit ratings as of March 31,

Agency 2021 2022 2023
ICRA Certificate of [ICRA] Al+ [ICRA] Al+ [ICRA] Al+
Limited Deposit
Subordinated debt [ICRA] A (Stable) [ICRA] A (Stable)* [ICRA] A (Positive)*
programme
CARE Long Term Tier Il CARE A, Stable outlook CARE A, Stable outlook CARE A (Positive)
Ratings Bonds (Reaffirmed) (Reaffirmed)
Long term bank S Sxx -
facilities
Non-convertible Withdrawn** Sxx -
Debentures

*ICRA revised outlook for rating assigned to subordinated bonds programme of our Bank to “Positive” from “Stable” on June 28, 2022.

** The credit ratings were withdrawn following the maturity and redemption of the underlying borrowings.

# On April 10, 2023, ICRA has upgraded our Bank’s long term credit rating for subordinated debt to [ICRA]A+ (Stable) from [ICRA]A
(Positive).

Note: There have been no complaints received in respect of the NCDs.

While there have not been such instances in the past, any downgrade in our credit ratings may increase interest
rates for refinancing our outstanding debt, which would increase our financing costs, and adversely affect our
future issuances of debt and our ability to raise new capital on a competitive basis, which may adversely affect
our profitability and future growth. There can be no assurance that these ratings will not be further revised or
changed by the above rating agencies which may materially and adversely affect our business, financial condition,
results of operations and cash flows.

61. 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, including provision of staff loans, reimbursement
of expenses and remuneration to key managerial personnel and senior management. While we believe that all such
transactions have been conducted on an arm’s length basis, we cannot assure you that we could not have achieved
more favourable terms had such transactions been entered into with unrelated parties. Further, related party
transactions taken together for Fiscal 2021, 2022 and 2023 do not exceed 10% of the total transactions of similar
nature. In addition, our Bank has not extended any loans, advances, guarantees or securities to related 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 and the policy on related party transactions adopted by our
Board, we cannot assure you that such transactions, individually or in the aggregate, will not have an adverse
effect on our financial condition, cash flows and results of operations or that we could not have achieved more
favourable 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 “Related Party Transactions”, “Our
Promoter and Promoter Group” and “Our Group Company” on pages 346, 231 and 235.

Set forth below are details of our related party balances:

Particulars As of/ For the year ended March 31,
2021 2022 2023
Amount Percentage Amount Percentage Amount Percentage
(R million) of revenue ® million) of revenue ® million) of revenue
from from from
operations operations operations
(%) (%) (%)
Related party 377.38 0.58% 419.44 0.55% 461.51 0.62%
balances
62. Certain Directors of our Bank may be associated with companies engaged in similar lines of business

as our Bank. Any conflict of interest which may occur between our business and the activities
undertaken by such companies, could adversely affect our business, prospects, results of operations
and financial condition.

Certain of our Directors may be associated with companies engaged in similar lines of business as our Bank. For

instance, Mr. Parveen Kumar Gupta, our part time non — executive chairman and Independent Director, is a
director on the board of Midland Microfin Limited, Protium Finance Limited, Future Generali India Insurance
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Company Limited and India Shelter Finance Corporation Limited, Mr. Ajay Kumar Kapur, our Independent
Director, is a director on the board of NABFINS Limited and IFCI Venture Capital Funds Limited, Mr. Nagesh
Dinkar Pinge, our Independent Director, is a director on the board of Hero Housing Finance Limited, Aditya Birla
Finance Limited and Aditya Birla Sun Life Insurance Company Limited. These entities are in similar lines of
business as our Bank, including services which our Bank may consider offering in the future, and there can be no
assurance that they will not expand their presence, solicit our employees or acquire interests in competing ventures
in the locations or segments in which we operate.

63. We utilize the services of certain third parties for our operations. Any deficiency or interruption in
their services could adversely affect our business and reputation.

We enter into outsourcing arrangements with third party vendors and independent contractors, in compliance with
the RBI guidelines on outsourcing. These vendors and contractors provide services that include, among others,
ATM/ debit card related services, services provided by business correspondents and directed sales agents, field
investigation, facility management services, information technology and software services. We are also dependent
on various vendors for certain elements of our operations including implementing IT infrastructure and hardware,
Banking Outlets roll-outs, networking, managing our data centre, and back-up support for disaster recovery. As a
result of outsourcing such services, we are exposed to various risks including strategic, compliance, operational,
fraud, theft, embezzlement, legal and contractual risks. Our ability to control the manner in which services are
provided by third party service providers is limited and we may be held liable on account of any deficiency of
services on the part of such service providers. We cannot assure you that we will be successful in continuing to
receive uninterrupted and quality services from our third party service providers. Any disruption or inefficiency
in the services provided by our third party service providers could affect our business and reputation.

The “Guidelines on Managing Risks and Code of Conduct in Outsourcing of Financial Services by Bank” issued
by the RBI places obligations on banks, its directors and senior management for ultimate responsibility for the
outsourced activity. Banks are required to ensure outsourced service providers obtain prior approval for the use
of subcontractors. The RBI has also directed banks to review the subcontracting arrangements and ensure that
such arrangements are compliant with aforementioned RBI guidelines. Legal risks, including actions being
undertaken by the RBI, if our third-party service providers act unethically or unlawfully, could materially and
adversely affect our business, financial condition, results of operations and cash flows.

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

We experience significant seasonality in our business. Generally, the period from October to March is the peak
period in India for retail economic activity. This increased, or seasonal, activity is the result of several holiday
periods, improved weather conditions and crop harvests. We generally experience higher volumes of business
during this period. Any significant event such as unforeseen floods, earthquakes, political instabilities, epidemics
or economic slowdowns during this peak season would materially and adversely affect our results of operations
and growth. During these periods, we may continue to incur operating expenses, but our income from operations
may be delayed or reduced. 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.

65. 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. 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 the transactions in which our customers
engage in violate U.S. or other sanctions, we could be subject to U.S. or other penalties, and our reputation and
future business prospects in the U.S. 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 could 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.
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66. There may be conflict of interest between the BRLMs or their respective associates/ affiliates and our
Bank.

In the ordinary course of their commercial banking and investment banking activities, the BRLMs, their respective
associates/ affiliates may at any time hold long or short positions, and may trade or otherwise effect transactions,
for their own account or the accounts of their customers, in debt or equity securities or Equity Shares of our Bank
or provide financing facilities to our Bank. Our Bank and one of the BRLMs has also entered into an arrangement
for providing online broking services available on such BRLM’s platform to the interested customers of our Bank.
The transactions referred to above, may influence our Bank’s decisions regarding whether to undertake certain
transactions with the BRLMS, their associates/ affiliates.

67. Industry information included in this Red Herring Prospectus has been derived from an industry
report prepared by CRISIL MI&A which has been commissioned and paid for by us for such purpose.

We have commissioned the services of an independent third party research agency, CRISIL MI&A appointed by
us vide agreement dated September 1, 2020 read along with addendum no. 1 dated July 25, 2022, for preparation
of an industry report titled “Report on Small Finance Banks and various loan products” dated July, 2022 read
with addendum dated May, 2023 for a fee, for purposes of inclusion of such information in this Red Herring
Prospectus. This report is subject to various limitations and based upon certain assumptions that are subjective in
nature. Due to possibly flawed or ineffective collection methods or discrepancies between published information
and market practice and other problems, the statistics herein may be inaccurate or may not be comparable to
statistics produced for other economies and should not be unduly relied upon.

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. Further, the CRISIL Report is not a
recommendation to invest / disinvest in any company covered in the CRISIL Report. Accordingly, prospective
investors should not place undue reliance on, or base their investment decision solely on, this information.

In view of the foregoing, you may not be able to seek legal recourse for any losses resulting from undertaking any
investment in the Issue pursuant to reliance on the information in this Red Herring Prospectus based on, or derived
from, the CRISIL Report. You should consult your own advisors and undertake an independent assessment of
information in this Red Herring Prospectus based on, or derived from, the CRISIL Report before making any
investment decision regarding the Issue. See “Industry Overview” on page 122. For the disclaimer associated with
the CRISIL Report, see, “Certain Conventions, Presentation of Financial, Industry and Market Data — Industry
and Market Data” on page 21.

External Risk Factors

68. Political, economic or other factors that are beyond our control may have an adverse effect on our
business and results of operations.

The Indian economy and its securities markets are influenced by economic developments and volatility in
securities markets in other countries. Investors’ reactions to developments in one country may have adverse effects
on the market price of securities of companies located elsewhere, including India. Adverse economic
developments, such as rising fiscal or trade deficit, in other emerging market countries may also affect investor
confidence and cause increased volatility in Indian securities markets and indirectly affect the Indian economy in
general. Concerns related to a trade war between large economies may lead to increased risk aversion and volatility
in global capital markets and consequently have an impact on the Indian economy. Further, economic
developments globally can have a significant impact on our principal markets. In addition, China is one of India’s
major trading partners and there are rising concerns of a possible slowdown in the Chinese economy as well as a
strained relationship with India, which could have an adverse impact on the trade relations between the two
countries. In response to such developments, legislators and financial regulators in the U.S. and other jurisdictions,
including India, implemented a number of policy measures designed to add stability to the financial markets.
However, the overall long-term effect of these and other legislative and regulatory efforts on the global financial
markets is uncertain, and they may not have the intended stabilizing effects. Any of these factors could depress
economic activity and restrict our access to capital, which could have an adverse effect on our business, financial
condition and results of operations and reduce the price of our Equity Shares. Any financial disruption could have
an adverse effect on our business, future financial performance, shareholders’ equity and the price of our Equity
Shares.
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We are dependent on domestic, regional and global economic and market conditions. Our performance, growth
and market price of our Equity Shares are and will be dependent to a large extent on the health of the economy in
which we operate. There have been periods of slowdown in the economic growth of India. Demand for our
products may be adversely affected by an economic downturn in domestic, regional and global economies.
Economic growth in the countries in which we operate is affected by various factors including domestic
consumption and savings, balance of trade movements, namely export demand and movements in key imports,
global economic uncertainty and liquidity crisis, volatility in exchange currency rates, outbreak of an infectious
disease, such as the COVID-19 pandemic, and annual rainfall which affects agricultural production.
Consequently, any future slowdown in the Indian economy could harm our business, results of operations and
financial condition. Also, a change in the government or a change in the economic and deregulation policies could
adversely affect economic conditions prevalent in the areas in which we operate in general and our business in
particular and high rates of inflation in India could increase our costs without proportionately increasing our
revenues, and as such decrease our operating margins.

69. Natural disasters, fires, epidemics, pandemics, acts of war, terrorist attacks, civil unrest and other
events could materially and adversely affect our business.

Natural disasters (such as typhoons, flooding and earthquakes), epidemics, pandemics such as COVID-19, acts of
war, terrorist attacks and other events, many of which are beyond our control, may lead to economic instability,
including in India or globally, which may in turn materially and adversely affect our business, financial condition
and results of operations. Our operations may be adversely affected by fires, natural disasters and/or severe
weather, which can result in damage to our property or inventory and generally reduce our productivity and may
require us to evacuate personnel and suspend operations. In addition, any deterioration in international relations,
especially between India and its neighbouring countries, for instance the recent border tensions between India and
China, may result in investor concern regarding regional stability which could adversely affect the price of our
Equity Shares.

Future outbreaks of COVID-19 virus or a similar contagious disease could adversely affect the Indian economy
and economic activity in the region. As a result, any present or future outbreak of a contagious disease could have
a material adverse effect on our business and the trading price of the Equity Shares. Such incidents could also
create a greater perception that investment in Indian companies involves a higher degree of risk and could have
an adverse effect on our business and the price of our Equity Shares.

70. If there is any change in laws or regulations, including taxation laws, or their interpretation, such
changes may adversely affect our financial statements.

By virtue of operation as a Bank in India, we are subject to compliance with several rules, regulations, circulars
and guidelines prescribed by the RBI from time to time and the provisions of the Banking Regulations Act.
Additionally, any change in Indian tax laws could have an effect on our operations. For instance, the Taxation
Laws (Amendment) Act, 2019 prescribes certain changes to the income tax rate applicable to companies in India.
According to this statute, companies can henceforth voluntarily opt in favour of a concessional tax regime (subject
to no other special benefits/exemptions being claimed), which would ultimately reduce the effective tax rate for
Indian companies from 34.94% to approximately 25.17%. We have opted for the concessional regime. Any future
amendments by the Gol to remove the concessional regime / non-fulfilment of prescribed conditions may result
in non-availability of concessional rate and any adverse order passed by the appellate authorities/ tribunals/ courts
would have an effect on our business, financial condition, future cash flows and results of operations

In addition, we are subject to tax related inquiries and claims. We may be particularly affected by claims from tax
authorities on account of income tax assessment, service tax and GST that combines taxes and levies by the central
and state governments into one unified rate of interest with effect from July 1, 2017.

Further, the Government of India has now enacted the Finance Act 2023. We cannot predict whether any
amendments made pursuant to the Finance Act 2023 would have an adverse effect on our business, financial
condition, future cash flows and results of operations.

In addition, it was clarified that under the Finance Act, 2019, 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 of consideration through a depository, the onus will be on the transferor.
The stamp duty for transfer of securities other than debentures is specified at 0.015% and 0.003% on a delivery
and non-delivery basis, respectively, of the consideration amount. For further details, see “Risk Factors - Investors
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may be subject to Indian taxes on the capital gains arising out of the sale of the Equity Shares, as well as stamp
duty payable on such sales or transfers.” on page 69 below.

Furthermore, the Finance Act, 2020, had, amongst others things, notified changes and introduced various
amendments including, without limitation, a simplified alternate direct tax regime and that DDT will not be
payable in respect of dividends declared, distributed or paid by a domestic company after March 31, 2020, and
accordingly, such dividends would not be exempt in the hands of the shareholders, both resident as well as non-
resident. Our Bank would be required to deduct tax at source from dividend credited, paid or distributed to its
shareholders. As such, there is no certainty on the impact that the Finance Act may have on our business and
operations or on the industry in which we operate.

In addition, unfavourable changes in or interpretations of existing, or the promulgation of new laws, rules and
regulations including small finance banking regulations and foreign investment laws governing our business,
operations and group structure could result in us being deemed to be in contravention of such laws or may require
us to apply for additional approvals. We may incur increased costs relating to compliance with such new
requirements, which may also require management time and other resources, and any failure to comply may
adversely affect our business, results of operations and prospects. Uncertainty in the applicability, interpretation
or implementation of any amendment to, or change in, governing law, regulation or policy, 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 affect the viability of our current business or restrict our ability to grow our business in
the future.

We cannot predict whether any new laws including tax laws or regulations impacting our services will be enacted,
what the nature and impact of the specific terms of any such laws or regulations will be or whether, if at all, any
laws or regulations would have an adverse effect on our business.

71. The restructuring and insolvency laws of India may differ from other jurisdictions with which
investors are familiar and investors may have limited recourse to the assets of our Bank in view of the
wide range of powers of the Government.

As our Bank is incorporated under the laws of the India, any restructuring and insolvency proceedings relating to
our Bank is likely to involve the laws of India, the procedural and substantive provisions of which may differ from
comparable provisions of the local insolvency laws of jurisdictions with which investors are familiar. For instance,
in the restructuring exercise of an Indian bank in the past, the RBI’s revival plan for the bank did not protect the
value of AT1 bondholders’ investments, which were written off. Accordingly, in the event of any such
restructuring exercise of our Bank, there can be no assurance that our Shareholders will have the ability to wind
up our Bank or protect the value of their investments, as the Government together with the regulatory authorities
may have the sole ability to determine the ranking of claims of our Bank in liquidation.

72. Financial difficulty and other problems in certain financial and other non-banking 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. The financial difficulties faced by certain Indian
financial and non-banking financial institutions could materially adversely affect our business because the
commercial soundness of many financial institutions 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, NBFCs, securities firms and exchanges with which we interact on a daily basis. Any
such difficulties or instability in 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 and other non-banking financial institutions exposes us to various risks in the event of
default by a counterparty, which can be exacerbated during periods of market illiquidity.

73. 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.

Our historical 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 document to any other principles or to base it on any
other standards. Indian GAAP differs in certain significant respects from Ind AS, IFRS, 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,
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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.

74. 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 clients 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 could be less robust as compared to similar
transactions in more developed economies. Any inability to undertake a comprehensive due diligence or credit
check might 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.

75. If inflation were to rise in India, we might not be able to increase the prices of our services at a
proportional rate in order to pass costs on to our customers and our profits might decline.

Inflation rates could be volatile and we may face high inflation in the future as India had witnessed in the past.
Increased inflation can contribute to an increase in interest rates and increased costs to our business, including
increased costs of salaries, transportation and other expenses relevant to our business. Further, high inflation
leading to higher interest rates may also lead to a slowdown in the economy and adversely impact credit growth.
Consequently, we may also be affected and fall short of business growth and profitability. High fluctuations in
inflation rates may make it more difficult for us to accurately estimate or control our costs. Any increase in
inflation in India can increase our operating expenses, which we may not be able to pass on to our customers,
whether entirely or in part, and the same may adversely affect our business and financial condition. In such case,
our business, results of operations, cash flows and financial condition may be adversely affected. While the
Government of India has previously initiated economic measures to combat high inflation rates, it is unclear
whether these measures will remain in effect, and there can be no assurance that Indian inflation levels will not
rise in the future.

76. Any downgrading of India’s sovereign debt rating by an international rating agency could have a
negative impact on our business and results of operations.

Our borrowing costs and our access to the debt capital markets depend significantly on the credit ratings of India.
Any adverse revisions to credit ratings for India and other jurisdictions we operate in by international rating
agencies may adversely impact our ability to raise additional financing. This could have an adverse effect on our
ability to fund our growth on favourable terms and consequently adversely affect our business and financial
performance and the price of the Equity Shares.

77. A third party could be prevented from acquiring control over us because of the anti-takeover
provisions under Indian law and the provisions of the Banking Regulation Act.

There are provisions in Indian law that may delay, deter or prevent a future takeover or change in control of our
Bank. These provisions may discourage or prevent certain types of transactions involving actual or threatened
change in our control. Under the Takeover Regulations, an acquirer has been defined as any person who, directly
or indirectly, acquires or agrees to acquire shares or voting rights or control over a company, whether individually
or acting in concert with others. Although these provisions have been formulated to ensure that interests of
investors/shareholders are protected, these provisions may also discourage a third party from attempting to take
control of our Bank. Further, given that our Bank is governed by the RBI, any significant change in shareholding
would require the prior approval of the RBI and there are limitations on voting rights in a banking company.
Consequently, even if a potential takeover of our Bank would result in the purchase of the Equity Shares at a
premium to their market price or would otherwise be beneficial to our Shareholders, such a takeover may not be
attempted or consummated because of the regulatory framework applicable to us.

78. Investors may not be able to enforce a judgment of a foreign court against us.

Our Bank is incorporated under the laws of India. All the Directors and officers of our Bank are residents of India
and a substantial portion of our assets and such persons are located in India. As a result, it may not be possible for
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investors to effect service of process upon our Bank or such persons in jurisdictions outside India, or to enforce
judgments obtained against such parties outside India. Furthermore, it is unlikely that an Indian court would
enforce foreign judgments if that court was of the view that the amount of damages awarded was excessive or
inconsistent with public policy, or if judgments are in breach or contrary to Indian law.

Recognition and enforcement of foreign judgments is provided for under Section 13 and Section 44A of the Code
of Civil Procedure, 1908. India is not party to any international treaty in relation to the recognition or enforcement
of foreign judgments. India has reciprocal recognition and enforcement of judgments in civil and commercial
matters with only a limited number of jurisdictions, such as the United Kingdom, United Arab Emirates, Singapore
and Hong Kong. In order to be enforceable, a judgment from a jurisdiction with reciprocity must meet certain
requirements established in the Indian Code of Civil Procedure, 1908. The CPC only permits the enforcement and
execution of monetary decrees in the reciprocating jurisdiction, not being in the nature of any amounts payable in
respect of taxes, other charges, fines or penalties. Judgments or decrees from jurisdictions which do not have
reciprocal recognition with India, including the U.S, cannot be enforced by proceedings in execution in India.
Therefore, a final judgment for the payment of money rendered by any court in a non-reciprocating territory for
civil liability, whether or not predicated solely upon the general laws of the non-reciprocating territory, would not
be directly enforceable in India. The party in whose favour a final foreign judgment in a non-reciprocating territory
is rendered may bring a fresh suit in a competent court in India based on the final jJudgment within three years of
obtaining such final judgment. However, it is unlikely that a court in India would award damages on the same
basis as a foreign court if an action were brought in India or that an Indian court would enforce foreign judgments
if it viewed the amount of damages as excessive or inconsistent with the public policy in India. Further, there is
no assurance that a suit brought in an Indian court in relation to a foreign judgment will be disposed of in a timely
manner. In addition, any person seeking to enforce a foreign judgment in India is required to obtain the prior
approval of the RBI to repatriate any amount recovered, and we cannot assure that such approval will be
forthcoming within a reasonable period of time, or at all, or that conditions of such approval would be acceptable.
Such amount may also be subject to income tax in accordance with applicable law.

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

Indian legal principles related to corporate procedures, directors’ fiduciary duties and liabilities, and shareholders’
rights may differ from those that would apply to a bank in another jurisdiction. Shareholders’ rights including in
relation to class actions, 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 a shareholder in an Indian
bank than as shareholder of a corporation in another jurisdiction.

Risks Relating to the Equity Shares

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

Under the Companies Act, a company having share capital and incorporated in India must offer its holders of
equity shares pre-emptive rights to subscribe and pay for a proportionate number of equity shares to maintain their
existing ownership percentages before the issuance of any new equity shares, unless the pre-emptive rights have
been waived by adoption of a special resolution. However, if the laws of the jurisdiction in which the investors
are located in do not permit the investors to exercise their pre-emptive rights, without our filing an offering
document or registration statement with the applicable authority in such jurisdiction, the investors will be unable
to exercise their pre-emptive rights unless we make such a filing. If we elect not to file a registration statement,
the new securities may be issued to a custodian, who may sell the securities for the investor's benefit. The value
the custodian receives on the sale of such securities and the related transaction costs cannot be predicted. In
addition, to the extent that the investors are unable to exercise pre-emptive rights granted in respect of the Equity
Shares held by them, their proportional interest in us would be reduced.

81. Any future issuance of Equity Shares or reverse merger, as contemplated, with our Promoter may
dilute your shareholding and sale of Equity Shares by our Promoter or other major shareholders and
the reverse merger may adversely affect the trading price of the Equity Shares.

We may be required to finance our growth, whether organic or inorganic, through future equity offerings. Any
future equity issuances by us, including a primary offering, may lead to the dilution of investors' shareholdings in
us. Additionally, subject to receipt of regulatory approvals, we intend to undertake a reverse merger with our
Promoter, in order to comply with the requirements of the RBI Licence and the SFB Licensing Guidelines, which
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may also result in the dilution of investors' shareholdings in us. Any future issuances of Equity Shares (including
under an employee benefit scheme) or the disposal of Equity Shares by our Promoter or any of our other principal
shareholders or a reverse merger with our Promoter or any other change in our shareholding structure to comply
with the shareholding restrictions under the SFB Licensing Guidelines or the minimum public shareholding norms
applicable to listed companies in India or any public perception regarding such issuance or sales may adversely
affect the trading price of the Equity Shares, which may lead to other adverse consequences including difficulty
in raising capital through offering of the Equity Shares or incurring debt. There can be no assurance that we will
not issue further Equity Shares or that our existing Shareholders, including our Promoter, will not dispose-off
further Equity Shares after the completion of the Issue.

82. Investors may be subject to Indian taxes on the capital gains arising out of the sale of the Equity
Shares, as well as stamp duty payable on such sales or transfers.

Under current Indian tax laws, unless specifically exempted, capital gains arising from the sale of equity shares
in an Indian company is generally taxable in India. A securities transaction tax (“STT”) is levied on and collected
by an Indian stock exchange on which equity shares are sold. Any gain realized on the sale of listed equity shares
held for more than 12 months may be subject to long-term capital gains tax in India at the specified rates depending
on certain factors, such as STT paid, the quantum of gains and any available treaty exemptions. Accordingly, you
may be subject to payment of long-term capital gains tax in India, in addition to payment of 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. Further, any gain realized on the sale of our Equity Shares held for a period
of 12 months or less will be subject to short-term capital gains tax in India. While non-residents may claim tax
treaty benefits in relation to such capital gains income, generally, Indian tax treaties do not limit India’s right to
impose tax on capital gains arising from the sale of shares of an Indian company.

The Finance Act, 2019 (“Finance Act 2019”) had stipulated that the sale, transfer and issue of certain securities
through exchanges, depositories or otherwise to be charged with stamp duty. The Finance Act 2019 also clarified
that, in the absence of a specific provision under an agreement, the liability to pay stamp duty in case of sale of
certain 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 certain securities, other
than debentures, on a delivery basis is currently specified under the Finance Act 2019 at 0.015% and on a non-
delivery basis is specified at 0.003% of the consideration amount. These amendments have come into effect from
July 1, 2020. Under the Finance Act 2020, any dividends paid by an Indian company will be subject to tax in the
hands of the shareholders at applicable rates. Such taxes will be withheld by the Indian company paying dividends.
Further, the Finance Act, 2020, which followed, removed the requirement for DDT to be payable in respect of
dividends declared, distributed or paid by a domestic company after March 31, 2020, and accordingly, such
dividends would not be exempt in the hands of the shareholders, both resident as well as non-resident. The Bank
may grant the benefit of a tax treaty (where applicable) to a non-resident shareholder for the purposes of deducting
tax at source pursuant to any corporate action including dividends subject to appropriate documentation provided
by such non-resident shareholder. Investors are advised to consult their own tax advisors and to carefully consider
the potential tax consequences of owning Equity Shares.

The Gol has announced the Union Budget for Fiscal 2023 and further notified the Finance Act, 2022 which,
among others, requires the taxpayers to explain sources of cash credits, introduces a separate 30% tax on income
from virtual digital assets, extended the anti-tax avoidance provision to bonus stripping of securities and repeals
the 15% concessional rate on foreign dividends. Unfavourable changes in or interpretations of existing, or the
promulgation of new, laws, rules and regulations including foreign investment and stamp duty laws governing
our business and operations could result in us being deemed to be in contravention of such laws and may require
us to apply for additional approvals.

83. 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 our Equity Shares.

Under foreign exchange regulations 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 pricing guidelines and
reporting requirements specified by the RBI. If the transfer of shares, which are sought to be transferred, is not in
compliance with such pricing guidelines or reporting requirements or falls under any of the exceptions referred to
above, then a prior regulatory approval will be 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.
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In addition, pursuant to the Press Note No. 3 (2020 Series), dated April 17, 2020, issued by the DPIIT, which has
been incorporated as the proviso to Rule 6(a) of the FEMA Non-debt Rules, all investments under the foreign
direct investment route by entities of a country which shares land border with India or where the beneficial owner
of the Equity Shares is situated in or is a citizen of any such country, can only be made through the Government
approval route, as prescribed in the Consolidated FDI Policy dated October 15, 2020 and the FEMA Rules.
Further, in the event of transfer of ownership of any existing or future foreign direct investment in an entity in
India, directly or indirectly, resulting in the beneficial ownership falling within the aforesaid restriction/purview,
such subsequent change in the beneficial ownership will also require approval of the Government of India.

We cannot assure investors 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 436.

84. Our Equity Shares have never been publicly traded, and may experience price and volume fluctuations
following the completion of the Issue. Further, our Equity Shares may not result in an active or liquid
market and the price of our Equity Shares may be volatile and you may be unable to resell your Equity
Shares at or above the Issue Price or at all.

Prior to the Issue, there has been no public market for our Equity Shares, and an active trading market may not
develop or be sustained after the Issue. Listing and quotation on the stock exchanges does not guarantee that a
market for our Equity Shares will develop or, if developed, does not guarantee the liquidity of such market for the
Equity Shares. The Issue Price of the Equity Shares is proposed to be determined through a book building process
and may not be indicative of the market price of the Equity Shares at the time of commencement of trading of the
Equity Shares or at any time thereafter. There has been significant volatility in the Indian stock markets in the
recent past, and the trading price of our Equity Shares after this Issue could fluctuate significantly as a result of
market volatility or due to various internal or external risks, including but not limited to those described in this
Red Herring Prospectus. A decrease in the market price of our Equity Shares could cause you to lose some or all
of your investment.

85. U.S. holders should consider the impact of the passive foreign investment company rules in connection
with an investment in our Equity Shares.

A foreign corporation will be treated as a passive foreign investment company (“PFIC”) for U.S. federal income
tax purposes for any taxable year in which either: (i) at least 75% of its gross income is “passive income” or (ii)
at least 50% of its gross assets during the taxable year (based on of the quarterly values of the assets during a
taxable year) are “passive assets,” which generally means that they produce passive income or are held for the
production of passive income.

No assurance can be given that our Bank will or will not be considered a PFIC in the current or future years. The
determination of whether or not our Bank is a PFIC is a factual determination that is made annually after the end
of each taxable year, and there can be no assurance that our Bank will not be considered a PFIC in the current
taxable year or any future taxable year because, among other reasons, (i) the composition of our Bank’s income
and assets will vary over time, and (ii) the manner of the application of relevant rules is uncertain in several
respects. Further, our Bank’s PFIC status may depend on the market price of its Equity Shares, which may
fluctuate considerably.

86. Compliance with provisions of Foreign Account Tax Compliance Act may affect payments on the
Equity Shares.

The U.S. “Foreign Account Tax Compliance Act” (or “FATCA”) imposes a new reporting regime and potentially,
imposes a 30% withholding tax on certain “foreign passthru payments” made by certain non-U.S. financial
institutions (including intermediaries).

If payments on the Equity Shares are made by such non-U.S. financial institutions (including intermediaries), this
withholding may be imposed on such payments if made to any non-U.S. financial institution (including an
intermediary) that is not otherwise exempt from FATCA or other holders who do not provide sufficient identifying
information to the payer, to the extent such payments are considered “foreign passthru payments”. Under current
guidance, the term “foreign passthru payment” is not defined and it is therefore not clear whether and to what
extent payments on the Equity Shares would be considered “foreign passthru payments”. The U.S. has entered
into intergovernmental agreements with many jurisdictions (including India) that modify the FATCA withholding
regime described above. It is not yet clear how the intergovernmental agreements between the U.S. and these
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jurisdictions will address “foreign passthru payments” and whether such agreements will require us or other
financial institutions to withhold or report on payments on the Equity Shares to the extent they are treated as
“foreign passthru payments”. Prospective investors should consult their tax advisors regarding the consequences
of FATCA, or any intergovernmental agreement or non-U.S. legislation implementing FATCA, to their
investment in Equity Shares.

87. Fluctuation in the exchange rate between the Indian Rupee and foreign currencies may have an
adverse effect on the value of our Equity Shares, independent of our operating results.

On listing, our Equity Shares will be quoted in Indian Rupees on the Stock Exchanges. Any dividends in respect
of our Equity Shares will also be paid in Indian Rupees and subsequently converted into the relevant foreign
currency for repatriation, if required. Any adverse movement in currency exchange rates during the time taken for
such conversion may reduce the net dividend to foreign investors. In addition, any adverse movement in currency
exchange rates during a delay in repatriating the proceeds from a sale of Equity Shares outside India, for example,
because of a delay in receipt of regulatory approvals that may be required for the sale of Equity Shares may reduce
the proceeds received by Shareholders. For example, the exchange rate between the Indian Rupee and the U.S.
dollar has fluctuated substantially in recent years and may continue to fluctuate substantially in the future, which
may have an adverse effect on the returns on our Equity Shares, independent of our operating results.

88. QIBs and Non-Institutional Bidders are not permitted to withdraw or lower their Bids (in terms of
quantity of Equity Shares or the Bid Amount) at any stage after the submission of their Bid, and Retail
Individual Bidders are not permitted to withdraw their Bids after closure of the Bid/ Issue Closing
Date.

Pursuant to the SEBI ICDR Regulations, QIBs and Non-Institutional Bidders are required to pay the Bid Amount
on submission of the Bid and are not permitted to withdraw or lower their Bids (in terms of quantity of Equity
Shares or the Bid Amount) at any stage after submitting a Bid. Retail Individual Bidders can revise their Bids
during the Bid/ Issue Period and withdraw their Bids until the Bid/ Issue Closing Date.

While our Bank is required to complete all necessary formalities for listing and commencement of trading of the
Equity Shares on all Stock Exchanges where such Equity Shares are proposed to be listed, including Allotment,
within six Working Days from the Bid/ Issue Closing Date or such other period as may be prescribed by the SEBI,
events affecting the Bidders’ decision to invest in the Equity Shares, including adverse changes in international
or national monetary policy, financial, political or economic conditions, our business, results of operations, cash
flows or financial condition may arise between the date of submission of the Bid and Allotment. Our Bank may
complete the Allotment of the Equity Shares even if such events occur, and such events may limit the Bidders’
ability to sell the Equity Shares Allotted pursuant to the Issue or cause the trading price of the Equity Shares to
decline on listing.
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SECTION I11: INTRODUCTION
THE ISSUE

The following table summarizes details of the Issue:

Issue® Up to [*] Equity Shares aggregating up to ¥5,000 million
of which

Employee Reservation Portion® Up to [*] Equity Shares aggregating up to X[*] million
Accordingly

Net Issue Up to [*] Equity Shares aggregating up to X[*] million
Of which:

A. QIB Portion®® Not less than [*] Equity Shares

Of which:

Anchor Investor Portion® Up to [*] Equity Shares

Net QIB Portion (assuming the Anchor Investor Portion  Up to [*] Equity Shares
is fully subscribed)

Of which:

Auvailable for allocation to Mutual Funds only (5% of [*] Equity Shares

the Net QIB Portion (excluding Anchor Investor

Portion))

Balance of Net QIB Portion for all QIBs including [*] Equity Shares
Mutual Funds

B. Non-Institutional Portion® Not more than [+] Equity Shares
Of which

One-third of the Non-Institutional Portion available for [*] Equity Shares

allocation to Bidders with an application size of more

than ¥200,000 and up to Z1,000,000

Two-third of the Non-Institutional Portion available for ~ [*] Equity Shares

allocation to Bidders with an application size of more

than %1,000,000

C. Retail Portion® Not more than [*] Equity Shares

Pre and post-Issue Equity Shares

Equity Shares outstanding prior to the Issue 895,904,663 Equity Shares
Equity Shares outstanding after the Issue [+] Equity Shares
Utilisation of Net Proceeds See “Objects of the Issue” beginning on page 101 for

information about the use of the Net Proceeds.

(@ The Issue has been authorized by our Board pursuant to its resolution dated July 15, 2022 and by our Shareholders pursuant to a special
resolution dated July 19, 2022.

@The initial allocation ro an Eligible Employee in the Employee Reservation Portion shall not exceed ¥200,000, however, an Eligible
Employee may submit a Bid for a maximum Bid Amount of ¥500,000 under the Employee Reservation Portion. Only in the event of an under-
subscription in the Employee Reservation Portion, the unsubscribed 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 Z500,000. The unsubscribed portion if any, in the Employee Reservation Portion (after allocation up to ¥500,000), shall be added
back to the Net Issue. Further, an Eligible Employee Bidding in the Employee Reservation Portion can also Bid under the Retail Portion in
the Net Issue and such Bids will not be treated as multiple Bids. The Employee Reservation Portion shall not exceed 1% of the size of the
Issue.

®)subject to valid bids being received at or above the Issue Price, under-subscription, if any, in any category, except the QIB Portion, would
be met with spill-over from any other category or combination of categories, as applicable, at the discretion of our Bank in consultation with
the BRLMs and the Designated Stock Exchange, subject to applicable laws.

@our Bank may, in consultation with the BRLMs, allocate up to 60% of the QIB Portion to Anchor Investors on a discretionary basis in
accordance with the SEBI ICDR Regulations. The QIB Portion will accordingly be reduced for the Equity Shares allocated to Anchor
Investors. 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 the event of under subscription or non-Allotment in the Anchor
Investor Portion, the balance Equity Shares in the Anchor Investor Portion shall be added back to the Net QIB Portion. 5% of the Net QIB
Portion shall be available for allocation on a proportionate basis to Mutual Funds only, and the remainder of the Net QIB Portion shall be
available for allocation on a proportionate basis to all QIB Bidders, including Mutual Funds, subject to valid Bids being received at or above
the Issue Price. However, if the aggregate demand from Mutual Funds is less than [+] Equity Shares, the balance Equity Shares available for
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allotment in the Mutual Fund Portion will be added to the QIB Portion and allocated proportionately to the QIB Bidders (other than Anchor
Investors) in proportion to their Bids. For further details, see “Issue Procedure” beginning on page 417.

Allocation to Bidders in all categories, except the Anchor Investor Portion, Non-Institutional Portion and the
Retail Portion, shall be made on a proportionate basis subject to valid Bids received at or above the Issue Price,
as applicable. The allocation to each Retail Individual Bidder shall not be less than the minimum Bid Lot, subject
to availability of Equity Shares in the Retail Portion and the remaining available Equity Shares, if any, shall be
allocated on a proportionate basis. One-third of the Non-Institutional Portion shall be reserved for applicants with
application size of more than 200,000 and up to 21,000,000, two-thirds of the Non-Institutional Portion shall be
reserved for Bidders with an application size of more than X1,000,000 and the unsubscribed portion in either of
the above sub-categories may be allocated to Bidders in the other sub-category of Non-Institutional Bidders. The
allocation of Equity Shares to each Non-Institutional Bidders shall not be less than the minimum application size,
subject to the availability of Equity Shares in the Non-Institutional Portion, and the remaining Equity Shares, if
any, shall be allocated on a proportionate basis. Allocation to Anchor Investors shall be on a discretionary basis
in accordance with the SEBI ICDR Regulations. For further details, see “Issue Structure” beginning on page 413.
For details of the terms of the Issue, see “Terms of the Issue” beginning on page 407.
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SUMMARY OF FINANCIAL INFORMATION

The summary financial information presented below should be read in conjunction with “Financial Statements”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” beginning on

pages 262 and 347, respectively.

Restated Summary Statement of Assets and Liabilities

(% in million)

Particulars

CAPITAL AND LIABILITIES

Capital

Reserves and Surplus

Deposits

Borrowings

Other Liabilities and Provisions

Total

ASSETS

Cash and balances with Reserve Bank of India
Balances with banks and money at call and short
notice

Investments

Advances

Fixed Assets

Other Assets

Total

Contingent Liabilities

Bills for Collection

As at
31 March 2023

8,959.05
11,044.16
1,37,101.40
23,494.75
10,576.06
1,91,175.42

11,920.57
13,243.06

28,594.22
1,30,687.66
3,033.24
3,696.67
1,91,175.42
3,416.05

As at
31 March 2022

8,955.22
6,767.75
1,00,741.83
25,719.35
8,453.55
1,50,637.70

5,338.97
13,377.52

23,479.24
1,02,281.47
2,865.34
3,295.16
1,50,637.70
564.19

As at
31 March 2021

8,483.34
5,200.19
75,075.68
26,078.25
6,541.66
1,21,379.12

2,749.38
8,948.78

23,139.35
82,168.58
1,811.71
2,561.32
1,21,379.12
620.73
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Restated Summary Statement of Profit and Loss

(% in million)
Particulars For the year For the year For the year
ended 31 March ended 31 March ended 31 March
2023 2022 2021
| INCOME
Interest Earned 25,049.80 18,488.13 15,809.87
Other Income 2,993.06 1,848.33 1,248.49
Total 28,042.86 20,336.46 17,058.36
I EXPENDITURE
Interest Expended 9,759.49 7,879.62 7,417.41
Operating Expenses 9,900.13 7,337.49 5,450.57
Provisions and Contingencies 4,338.22 4,504.73 3,072.23
Total 23,997.84 19,721.84 15,940.21
111 PROFIT/(LOSS)
Net Profit / (Loss) for the period / year 4,045.02 614.62 1,118.15
Balance in Profit and Loss account brought 2,637.24 2,072.48 1,454.83
forward from previous year
Total 6,582.26 2,687.10 2,572.98
IV APPROPRIATIONS
Transfer to Statutory Reserve 1,011.25 153.65 279.54
Transfer to Investment Fluctuation Reserve 17.99 (111.27) 136.66
Transferred to capital reserve - 2.32 84.30
Other adjustments 105.16 105.16 -
Balance carried over to Balance Sheet 5,694.16 2,537.24 2,072.48
V  EARNINGS PER EQUITY SHARE
Basic EPS (%) 452 0.70 1.46
Diluted EPS (%) 451 0.70 1.46
Face Value per share (%) 10.00 10.00 10.00
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Restated Summary Statement of Cash Flows

(% in million)
Particulars For the year For the year For the year
ended 31 March ended 31 ended
2023 March 2022 31 March 2021
| Cash flow from operating activities
Profit before taxes 5,358.14 797.13 1,514.36
Adjustments for:-
Depreciation on fixed assets 586.55 408.84 295.77
(Reversal of depreciation) / Depreciation on (44.22) (149.41) 193.01
investments, net
Amortization of premium on Held to Maturity 207.02 174.92 105.63
Investment
Profit on sale & Redemption of HTM portfolio - (4.14) (150.26)
Unrealised loss/gain on external commercial - (6.04) (18.48)
borrowings
Write-off of non performing advances 3,827.81 2,193.84 352.37
Provision for standard advances and other 288.92 (17.12) 601.56
contingencies (including floating provision)
Provision for non performing advances (net of (1,128.85) 2,024.26 1,714.53
reversal)
(Profit) / Loss on sale of fixed assets (net) - (0.63) 0.21
Other provisions and write off 170.53 171.96 24.08
9,265.91 5,593.61 4,632.78
Adjustments for:-
Decrease/(Increase) in investments (other than HTM 899.29 5,563.63 (6,832.88)
investment)
(Increase) in advances (31,091.65) (24,344.48) (21,419.51)
Decrease / (increase) in other assets (1,043.86) (389.26) 430.79
(increase) / Decrease in deposits 36,359.58 25,666.14 22,723.56
Increase in other liabilities and provisions 1,907.83 1,745.69 593.65
7,031.19 8,241.72 (4,504.39)
Payment of direct taxes (707.1) (543.77) (963.02)
Net cash flow (used in)/generated from operating 15,590.00 13,291.56 (834.63)
activities (A)
I Cash flow from/(used in) investing activities
Purchase of fixed assets including capital work in (758.47) (1,466.73) (793.68)
progress
Proceeds from sale of fixed assets 4.02 4.90 0.17
Purchase of held to maturity (HTM) securities (net (6,177.08) (5,924.89) (4,530.97)
of sales)
Net cash flow (used in) investing activities (B) (6,931.53) (7,386.72) (5,324.48)
Il Cash flow from/(used in) Financing Activities
Proceeds from issue of share capital (net of share 13.27 1,466.35 2,370.38
issue expenses)
Net (repayments) from borrowings (2,224.60) (352.86) (653.64)
Net cash flow generated from financing activities (2,211.33) 1,113.49 1,716.74
(©)
IV Netincrease/ (decrease) in cash and cash 6,447.14 7,018.33 (4,442.37)
equivalents (A) + (B) + (C)
V Cash and cash equivalents at the beginning of the 18,716.49 11,698.16 16,140.53
year
VI  Cash and cash equivalents at the end of the year 25,163.63 18,716.49 11,698.16
Notes to the Cash Flow Statement:
Cash and cash equivalents includes the following:
(i) Cash and Balances with Reserve Bank of India 11,920.57 17,978.97 11,049.38
(Refer Note 8 of restated financial statement)
(if)  Balance with banks and money at call and short 13,243.06 737.52 648.78
notice (Refer Note 9 of restated financial statement)
Cash and cash equivalents at the end of the year 25,163.63 18,716.49 11,698.16
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GENERAL INFORMATION

Registered and Corporate office address of our Bank

Utkarsh Tower

NH — 31 (Airport Road), Sehmalpur
Kazi Sarai, Harhua

Varanasi 221 105

Uttar Pradesh, India

CIN: U65992UP2016PLC082804
Registration number: 082804

Address of the Registrar of Companies

Our Bank is registered with the Registrar of Companies, Uttar Pradesh at Kanpur, located at the following address:

37/17, Westcott Building,
The Mall

Kanpur 208 001

Uttar Pradesh, India

Board of Directors

The following table sets out the details regarding our Board:

Name and Designation DIN
Mr. Parveen Kumar Gupta 02895343
Designation: Part time non — executive
chairman and Independent Director
Mr. Govind Singh 02470880
Designation: Managing Director and chief
executive officer
Mr. Kajal Ghose 07702190
Designation: Independent Director

Mr. Chandra Shekhar Thanvi 00563531
Designation: Nominee Director(®

Ms. Kalpana Prakash Pandey 06715713
Designation: Independent Director

Mr. Nagesh Dinkar Pinge 00062900
Designation: Independent Director

Mr. Muralidharan Rajamani 01690363
Designation: Non — executive Director

Mr. Ajay Kumar Kapur 00108420
Designation: Independent Director

Address
Flat no 702, C Wing, Amaltas CHS, Juhu Versova
Link Road, Andheri West, Mumbai 400 053,
Maharashtra, India
Progressive Highness- Flat No 503, 504, Plot No 5,6,
Sector 16A, Navi Mumbai, Thane 400 705,
Maharashtra, India
B — 1303, Crystal Court CHS, Plot 18, 27, Sector 7,
Khargarh, Panvel, Raigarh 410 210, Maharashtra,
India
Flat No. 401, SIDBI Officers’ Apartments, 16,
Madan Mohan Malviya Marg, Lucknow 226 001,
Uttar Pradesh, India
1025/26, Kohinoor City, Wing A, Building No.10,
Kirol Road, Off LBS Marg, Kurla West, Mumbai 400
070, Maharashtra, India
B-403, Rajkamal CHS, Subhash Road, Near Vile
Parle Mahila Sangh School, Vile Parle East, Mumbai,
400 057, Maharashtra, India
A- 101 Sabari Aashiana TISS Complex Annexe,
Deonar Farm Road, Deonar, Mumbai 400 088,
Maharashtra, India
Flat No. 104 Pacific Apartments, Plot No. 39, Sector
10, Dwarka, South West Delhi 110 075, Delhi, India

@ Nominee of our lender, SIDBI.

For brief profiles and further details in respect of our Directors, see “Our Management” beginning on page 212.

Company Secretary and Compliance Officer

Muthiah Ganapathy

Utkarsh Small Finance Bank Limited

First floor, Om Prakash Arcade

Central Avenue

Chembur (East), Mumbai 400 071

Tel.: +91 22 6872 9552

E-mail: muthiah.ganapathy @utkarsh.bank
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Book Running Lead Managers

ICICI Securities Limited

ICICI Venture House

Appasaheb Marathe Marg

Prabhadevi

Mumbai 400 025

Maharashtra, India

Tel.: +91 22 6807 7100
E-mail:_utkarsh.ipo@icicisecurities.com
Website: https://www.icicisecurities.com
Investor grievance e-mail:
customercare@icicisecurities.com
Contact person: Mr. Ashik Joisar / Mr. Shekher
Asnani

SEBI Registration No.: INM000011179

Syndicate Member

Kotak Securities Limited

4th floor, 12 BKC, G Block

Bandra Kurla Complex, Bandra (East)
Mumbai 400 051

Tel.: +91 22 6218 5410

E-mail: umesh.gupta@kotak.com
Website: www.kotak.com

Contact person: Umesh Gupta

SEBI Registration No.: INZ2000200137

Registrar to the Issue

KFin Technologies Limited

Selenium, Tower-B,

Plot 31 & 32, Financial District,
Nanakramguda, Serilingampally

Hyderabad, Rangareddi 500 032,

Telangana, India

Tel: +91 40 6716 2222 / 1800 345 4001
E-mail: utkarsh.ipo@kfintech.com
Investor grievance e-mail: einward.ris@kfintech.com
Website: www.kfintech.com

Contact person: Mr. M. Murali Krishna
SEBI registration number: INRO00000221

Legal Counsel to our Bank

Shardul Amarchand Mangaldas & Co
24" Floor, Express Towers

Nariman Point,

Mumbai 400 021

Mabharashtra, India

Tel.: +91 22 4933 5555

Joint Statutory Auditors of our Bank

Deloitte Haskins & Sells

19th Floor, Shapath-V

S.G. Highway, Ahmedabad — 380 015
Gujarat, India

Tel: +91 79 6682 7300

E-mail: sgk@deloitte.com
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Kotak Mahindra Capital Company Limited
1st Floor, 27 BKC, Plot No. 27

“G” Block, Bandra Kurla Complex

Bandra (East), Mumbai 400 051
Maharashtra, India

Tel.: +91 22 4336 0000

E-mail: utkarshsfb.ipo@kotak.com
Website: https://investmentbank.kotak.com
Investor grievance e-mail:
kmccredressal@kotak.com

Contact Person: Mr. Ganesh Rane

SEBI Registration No.: INM000008704



Peer review no.: 012965
Firm registration no.: 117365W

Kirtane & Pandit LLP

6th Floor, Earth Vintage,

Senapati Bapat Marg, Dadar West

Mumbai — 400 028, India

Tel.: +91 22 2444 4119

E-mail: kpcamumbai@Kkirtanepandit.com
Peer review no.: 014680

Firm registration no.: 105215W/W100057

Changes in statutory auditors

Except as disclosed below, there has been no change in the statutory auditors of our Bank during the last three

years:

Name of the statutory auditors
Haribhakti & Co. LLP
705, Leela Business Park
Andheri Kurla Road
Andheri (E), Mumbai 400 059
Mabharashtra, India
Tel.: +91 22 6672 9999
E-mail: hcollp.filing@haribhakti.co.in
Peer review no.: 013371
Firm registration no.: 103523W/W100048

(i) Deloitte Haskins & Sells, Chartered April 1, 2022
Accountants; and

(if) Kirtane & Pandit LLP, Chartered
Accountants

Date of change
March 31, 2022

Reason for change

Pursuant to the order dated September 23,
2021, RBI debarred Haribhakti & Co. LLP,
Chartered Accountants, from undertaking any
type of audit assignments for entities regulated
by the RBI for a period of two years with effect
from April 1, 2022. For further details please
refer to Risk Factor “Our previous statutory
auditor have been debarred by the Reserve
Bank of India from undertaking audit
assignments for entities regulated by RBI for a
period of two years with effect from April 1,
2022” on page 27.

Appointment as joint statutory auditors due to
expiration and non-renewal of term of
Haribhakti & Co. LLP for reasons as set forth
above

Banker to the Bank

HDFC Bank Limited

15/46, 2™ Floor, Naveen Market

Kanpur 208 001

Uttar Pradesh, India

Tel.: +91 70077 24905

E-mail: prasoon.chauhan@hdfcbank.com
Website: www.hdfcbank.com

Contact person: Prasoon Chauhan

Bankers to the Issue

Escrow Collection Bank/ Public Issue Account Bank/ Refund Bank

ICICI Bank Limited

Capital Market Division,

163, 5" Floor, H.T. Parekh Marg
Backbay Reclamation, Churchgate
Mumbai 400 020,

Mabharashtra, India

Tel.: +91 22 6805 2182

E-mail: sagar.welekar@icicibank.com
Website: www.welekar@icicibank.com
Contact person: Sagar Welekar

SEBI Registration No.: INBI00000004
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Sponsor Banks

ICICI Bank Limited Axis Bank Limited

Capital Market Division, Tulsi Complex C-19/134,

163, 5 Floor, H.T. Parekh Marg M-Building, Sigra,

Backbay Reclamation, Churchgate Varanasi 221 002

Mumbai 400 020 Uttar Pradesh, India

Maharashtra, India Tel.: +91 542 2990506

Tel.: +91 22 6805 2182 E-mail: varanasi.branchhcad@axisbank.com
E-mail: sagar.welekar@icicibank.com Website: www.axishank.com

Website: www.welekar@icicibank.com Contact person: Arvind Kumar Verma
Contact person: Sagar Welekar SEBI Registration No.: INBI00000017

SEBI Registration No.: INBI00000004

Statement of inter se allocation of responsibilities among the Book Running Lead Managers

The following table sets forth the inter-se allocation of responsibilities for various activities among the BRLMs:

Sg‘_ Activity Responsibility dicr:gtion
1. Pre-Issue due diligence of Bank’s operations/ management/ business / legal etc., 1-Sec, Kotak I-Sec
drafting and design of DRHP, RHP and Prospectus, abridged prospectus and
application form. Ensure compliance and completion of prescribed formalities with
the Stock Exchanges, SEBI and RoC including finalisation of RHP, Prospectus and
RoC filing, follow up and coordination till final approval from all regulatory
authorities. Capital structuring with the relative components and formalities such
as type of instruments, size of issue, etc.
2. Drafting and approval of statutory advertisements I-Sec, Kotak I-Sec
3. Drafting and approval of all publicity material other than statutory advertisement  I-Sec, Kotak I-Sec

as mentioned above including corporate advertising, brochure, etc. and filing of
media compliance report.
4, Appointment of intermediaries for the Issue including Registrar to the Issue, 1-Sec, Kotak Kotak
Printers, Banker to the Issue, Advertising agency, etc. (including coordinating all
agreements to be entered with such parties)
5. Preparation of road show marketing presentation and frequently asked questions 1-Sec, Kotak I-Sec
6. International Institutional marketing of the Issue, which will cover, inter alia: 1-Sec, Kotak I-Sec
e Institutional marketing strategy;
e Finalizing the list and division of international investors for one-to-one
meetings; and
e  Finalizing international road show and investor meeting schedule
7. Domestic Institutional marketing of the Issue, which will cover, inter alia: I-Sec, Kotak Kotak
e Institutional marketing strategy;
e  Finalizing the list and division of domestic investors for one-to-one meetings;

and
e  Finalizing domestic road show and investor meeting schedule
8. Retail marketing of the Issue, which will cover, inter alia: I-Sec, Kotak I-Sec

e  Formulating marketing strategies, preparation of publicity budget;
Finalizing media, marketing and public relations strategy;
Finalizing centres for holding conferences for brokers, etc.;
Finalizing collection centres;
Follow-up on distribution of publicity and issue material including form,
Prospectus and deciding on the quantum of the issue material
9. Non-Institutional marketing of the Issue, which will cover, inter alia: 1-Sec, Kotak Kotak
e  Finalizing media, marketing and public relations strategy; and
e  Finalizing centres for holding conferences for brokers, etc.
10. Managing anchor book related activities and submission of letters to regulators post  1-Sec, Kotak Kotak
completion of anchor allocation and coordination with stock exchanges for book
building process, filing of letters including for software, bidding terminals, mock
trading and anchor investor intimation, and payment of 1% security deposit to DSE.
11. Managing the book and finalization of pricing in consultation with the Bank. 1-Sec, Kotak I-Sec
12.  Post bidding activities including management of escrow accounts, coordinate non-  I-Sec, Kotak Kotak
institutional allocation, coordination with registrar, SCSBs and banks, unblocking
of application monies, intimation of allocation and dispatch of refund to bidders,
etc.
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Sg_ Activity Responsibility dicr:gtion
Post-Issue activities, which shall involve essential follow-up steps including
allocation to anchor investors, follow-up with bankers to the Issue and SCSBs to
get quick estimates of collection and advising the issuer about the closure of the
Issue, based on correct figures, finalisation of the basis of allotment or weeding out
of multiple applications, finalization of trading, dealing and listing of instruments,
dispatch of certificates or demat credit and refunds and coordination with various
agencies connected with the post-issue activity such as registrar to the Issue,
bankers to the Issue, SCSBs including responsibility for underwriting
arrangements, as applicable.

Co-ordination with SEBI and Stock Exchanges for refund of 1% security deposit
and Submission of all post Issue reports including the initial and final post Issue
report to SEBI.

Self Certified Syndicate Banks

The list of SCSBs notified by SEBI for the ASBA process is available at
http://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. A list of the Designated Branches with which an ASBA Bidder (other than
a UPI Bidders using the UPI Mechanism), not bidding through Syndicate/Sub Syndicate or through a Registered
Broker, RTA or CDP may submit the Bid cum Application Forms, is available at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=34, or at such other
websites as may be prescribed by SEBI from time to time.

SCSBs and mobile applications enabled for UP1 Mechanism

In accordance with SEBI Circular No. SEBI/HO/CFD/DIL2/CIR/P/2019/76 dated June 28, 2019 and SEBI
Circular No. SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019 and SEBI Circular No.
SEBI/HO/CFD/DIL2/CIR/P/2022/45 dated April 5, 2022, UPI Bidders Bidding using the UPI Mechanism may
apply through the SCSBs and mobile applications whose names appears on the website of the SEBI
(https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmid=40) and
(https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=43) respectively, as
updated from time to time.

Syndicate SCSB Branches

In relation to Bids (other than Bids by Anchor Investor) submitted to a member of the Syndicate, the list of
branches of the SCSBs at the Specified Locations named by the respective SCSBs to receive deposits of Bid cum
Application Forms from the members of the Syndicate is available on the website of SEBI
(https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=35) as updated from
time to time or any such other website as may be prescribed by SEBI from time to time. For more information on
such branches collecting Bid cum Application Forms from the Syndicate at Specified Locations, see the website
of SEBI at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=35, as
updated from time to time or any such other website as may be prescribed by SEBI from time to time.

Registered Brokers

Bidders can submit ASBA Forms in the Issue using the stock broker network of the stock exchange, i.e. through
the Registered Brokers at the Broker Centres. The list of the Registered Brokers, including details such as postal
address, telephone number and e-mail address, is provided on the websites of the Stock Exchanges at
https://www.bseindia.com and https://www.nseindia.com, as updated from time to time.

RTAs

The list of the RTAs eligible to accept ASBA Forms at the Designated RTA Locations, including details such as
address, telephone number and e-mail address, is provided on the websites of the Stock Exchanges at
http://www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx?expandable=6  and  www.nseindia.com,
respectively, as updated from time to time.
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CDPs

The list of the CDPs eligible to accept ASBA Forms at the Designated CDP Locations, including details such as
name and contact details, is provided on the websites of the Stock Exchanges at
http://www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx?expandable=6  and  www.nseindia.com,
respectively, as updated from time to time.

IPO Grading

No credit rating agency registered with SEBI has been appointed for grading of the Issue.
Appraising Entity

None of the objects for which the Net Proceeds will be utilised have been appraised by any agency.
Monitoring Agency

In terms of the proviso to Regulation 41(1) of SEBI ICDR Regulations, our Bank is not required to appoint a
monitoring agency for this Issue.

Expert to the Issue
Except as stated below, our Bank has not obtained any expert opinions:

Our Bank has received joint written consent dated May 31, 2023 from Deloitte Haskins & Sells, Chartered
Accountants and Kirtane & Pandit LLP, Chartered Accountants, to include their names as required under Section
26(5) of the Companies Act read with SEBI ICDR Regulations in this Red Herring Prospectus as “expertS” as
defined under Section 2(38) of the Companies Act to the extent and in their capacity as independent joint statutory
auditors and in respect of their (i) examination report dated April 28, 2023 on our Restated Financial Statements;
and (ii) the statement of special tax benefits dated May 31, 2023 in this Red Herring Prospectus and such joint
consent has not been withdrawn as on the date of this Red Herring Prospectus.

Credit Rating

As the Issue is of Equity Shares, credit rating is not required.

Debenture Trustees

As the Issue is of Equity Shares, the appointment of debenture trustees is not required.
Green Shoe Option

No green shoe option is contemplated under the Issue.

Filing of the Offer Documents

A copy of the Draft Red Herring Prospectus was submitted to SEBI on cfddil@sebi.gov.in in accordance with
SEBI circular dated March 27, 2020, in relation to “Easing of Operational Procedure —Division of Issues and
Listing —CFD”; and was filed with SEBI electronically on the platform provided by SEBI at
https://siportal.sebi.gov.in, in accordance with SEBI circular bearing reference
SEBI/HO/CFD/DIL1/CIR/P/2018/011 dated January 19, 2018.

A copy of this Red Herring Prospectus, along with the material contracts and documents required to be submitted
under Section 32 of the Companies Act has been filed with the RoC and a copy of the Prospectus shall be filed
under Section 26 of the Companies Act would be delivered for filing at the office of the RoC at 37/17, Westcott
Building, The Mall, Kanpur 208 001, Uttar Pradesh, India and through the electronic portal at
https://www.mca.gov.in/mcafoportal/login.do.

Book Building Process

Book building, in the context of the Issue, refers to the process of collection of Bids from investors on the basis of
this Red Herring Prospectus and the Bid cum Application Forms within the Price Band. The Price Band will be
decided by our Bank in consultation with the BRLMs, and advertised in all editions of Financial Express, a widely
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circulated English national daily newspaper and all editions of Jansatta, a widely circulated Hindi national daily
newspaper and the Varanasi edition of Gyanshikha Times, a Hindi daily newspaper with a wide circulation in
Varanasi (Hindi also being the regional language of Varanasi, Uttar Pradesh where our Registered and Corporate
Office is located), at least two Working Days prior to the Bid/Issue Opening Date and shall be made available to
the Stock Exchanges for the purposes of uploading on their respective websites. Pursuant to the Book Building
Process, the Issue Price shall be determined by our Bank in consultation with the BRLMs after the Bid/lIssue
Closing Date.

All Bidders (other than Anchor Investors) can participate in this Issue only through the ASBA process.
Anchor Investors are not permitted to participate in the Issue through the ASBA process. In addition to
this, the UPI Bidders may participate through the ASBA process by either (a) providing the details of their
respective ASBA Account in which the corresponding Bid Amount will be blocked by the SCSBs; or (b)
through the UPI Mechanism.

In terms of the SEBI ICDR Regulations, QIBs and Non-Institutional Bidders are not permitted to withdraw
their Bid(s) or lower the size of their Bid(s) (in terms of quantity of Equity Shares or the Bid Amount) at
any stage. Retail Individual Bidders bidding in the Retail Portion and Eligible Employees Bidding in the
Employee Reservation Portion can revise their Bid(s) during the Bid/Issue Period and withdraw their Bid(s)
until the Bid/lssue Closing Date. Anchor Investors are not allowed to revise or withdraw their Bids after
the Anchor Investor Bidding Date. Allocation to the Anchor Investors will be on a discretionary basis. For
further details on book building procedure and method and process of Bidding, see “Issue Structure” and
“lIssue Procedure” on pages 413 and 417, respectively.

Each Bidder by submitting a Bid in the Issue, will be deemed to have acknowledged the above restrictions
and the terms of the Issue.

The Book Building Process is in accordance with guidelines, rules and regulations prescribed by SEBI and
is subject to change from time to time. Investors are advised to make their own judgment about an
investment through this process prior to submitting a Bid in the Issue.

Bidder should note that the Issue is also subject to: (i) the filing of the Prospectus with the RoC; and (ii) obtaining
the final listing and trading approvals of the Stock Exchanges, which our Bank shall apply for after Allotment
within six working days of the Bid / Issue Closing Date or such other time period as prescribed under applicable
law.

Underwriting Agreement

After the determination of the Issue Price and allocation of Equity Shares but prior to the filing of the Prospectus
with the RoC, our Bank will enter into an underwriting agreement with the Underwriters for the Equity Shares
proposed to be offered through the Issue. The extent of underwriting obligations and the Bids to be underwritten
by each BRLM shall be as per the Underwriting Agreement and in compliance with SEBI ICDR Regulations.
Pursuant to the terms of the Underwriting Agreement, the obligations of the Underwriters will be several and will
be subject to certain conditions to closing, as specified therein.

The Underwriting Agreement is dated []. The Underwriters have indicated their intention to underwrite the
following number of Equity Shares:

This portion has been intentionally left blank and will be filled in before filing of the Prospectus with the RoC.

Name, address, telephone and e-mail of the Indicative Number of Amount
Underwriters Equity Shares to be Underwritten
Underwritten ® in million)

[*] [*] [*]
[*] [*] [*]
[*] [*] [*]

The abovementioned amounts are provided for indicative purposes only and will be finalised after determination
of the Issue Price, Basis of Allotment and will be subject to the provisions of Regulation 40(3) of the SEBI ICDR
Regulations.

In the opinion of our Board of Directors, the resources of the Underwriters are sufficient to enable them to
discharge their respective underwriting obligations in full. The Underwriters are registered with the SEBI under
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Section 12(1) of the SEBI Act or registered as brokers with the Stock Exchange(s). Our Board/ CSFR Committee,
at its meeting held on [*], has approved the Underwriting Agreement mentioned above on behalf of our Bank.

Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitments set
forth in the table above.

Notwithstanding the above table, the Underwriters shall be severally responsible for ensuring payment with
respect to Equity Shares allocated to investors procured by them in accordance with the Underwriting Agreement.
The Underwriting Agreement has not been executed as on the date of this Red Herring Prospectus and will be
executed after determination of the Issue Price and allocation of Equity Shares, but prior to the filing of the
Prospectus with the RoC.
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CAPITAL STRUCTURE
The share capital of our Bank, as of the date of this Red Herring Prospectus, is set forth below:
(in %, except share data)

Particulars Aggregate nominal value Aggregate value
at Issue Price®

A) AUTHORIZED SHARE CAPITAL"

1,300,000,000 Equity Shares 13,000,000,000
200,000,000 Preference Shares 2,000,000,000
Total 15,000,000,000
B) ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL BEFORE THE ISSUE
895,904,663 Equity Shares 8,959,046,630 []
C) ISSUE
Issue of [+] Equity Shares aggregating up to 5,000 million* [*] []
which includes
Employee Reservation Portion® [*] [*]
Net Issue of up to [*] Equity Shares [*] []

D) ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL AFTER THE ISSUE

[*] Equity Shares [*] [*]
E) SECURITIES PREMIUM ACCOUNT

Before the Issue 2,861,462,877

After the Issue []

%To be updated upon finalisation of the Issue Price and subject to the Basis of Allotment.

“For details in relation to changes in the authorized share capital of our Bank, see “History and Certain Corporate Matters — Amendments
to the Memorandum of Association” on page 206.

*The Issue has been authorized by our Board pursuant to its resolution dated July 15, 2022 and by a special resolution of our Shareholders
adopted at the meeting held on July 19, 2022.

%The Employee Reservation Portion shall not exceed 1% of the size of the Issue. For details, see “Issue Structure” on page 413.

Notes to Capital Structure
1. Share Capital History of our Bank
(@) Equity share capital

The following table sets forth the history of the equity share capital of our Bank.

Date of allotment Name(s) of Reason / No. of Equity Face Issue Nature of
allottee(s) nature of Shares value per price per consideration
allotment allotted equity equity
share share
®) ®)
April 30, 2016 44,000 Equity Initial 50,000 10 10.00 Cash

Shares to  Mr. subscription to
Govind Singh, the

1,000 Equity Shares  Memorandum of
each to Ms. Revati  Association
Govind Singh, Mr.

Trilok Nath Shukla,

Mr. Ashwani

Kumar, Mr.

Abhisheka Kumar,

Mr.  Raghvendra

Singh and Utkarsh

Corelnvest Limited.

October 7, 2016 Utkarsh Corelnvest Private 99,950,000 10 10.00 Cash
Limited placement
January 20, 2017 Utkarsh Corelnvest Private 200,050,000 10 10.00 Cash
Limited placement
September 21, Utkarsh Corelnvest Conversion of 120,000,000 10 N Cash
2017 Limited CCDs into
Equity Shares*
March 26, 2018 49,994,406 Equity Rights issue 50,000,000 10 10.00 Cash

Shares to Utkarsh
Corelnvest Limited,
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Date of allotment

June 13, 2018

September
2019
March 8, 2021

18,

August 2, 2021

August 13, 2021

August 18, 2021
September 1, 2021

September
2021

29,

January 22, 2022

Name(s) of
allottee(s)

5,237 Equity Shares
to Mr. Govind
Singh, 119 Equity
Shares each to Mr.
Trilok Nath Shukla,
Mr. Ashwani
Kumar and Mr.
Raghvendra Singh.
Utkarsh Corelnvest
Limited

Utkarsh Corelnvest
Limited
37,037,037 Equity
Shares to Olympus
ACF Pte. Ltd.;

13,444,444 Equity
Shares to
responsAbility
Participations
Mauritius;

12,962,962 Equity
Shares to
Aavishkaar Bharat
Fund;

8,539,068 Equity
Shares to Triodos
Sicav Il - Triodos
Microfinance Fund,

8,539,068
Shares to Legal
Owner Triodos
Funds B.V. (in its
capacity as legal
owner of Triodos
Fair Share Fund);
and

Equity

8,539,068  Equity
Shares to Growth
Catalyst  Partners
LLC

Bharti Axa Life
Insurance Company
Limited

Triodos Sicav Il -
Triodos
Microfinance Fund
Growth  Catalyst
Partners LLC
Mr.
Engineer
ICICI  Prudential
Life Insurance
Company Limited
Mr. Govind Singh

Harish

Reason /
nature of
allotment

Conversion
CCDs

of
into

Equity Shares*

Rights issue

Private
placement

Private
placement

Private
placement

Private
placement
Private
placement
Private
placement

Allotment
pursuant

to

No. of Equity
Shares
allotted

267,000,000

22,222,222

89,061,647

23,584,905

12,578,616

3,144,654
3,459,119

4,402,515

17,844

Face
value per
equity
share

®

10

10

10

10

10

10
10

10

10

Issue Nature of
price per consideration

equity

share

®)

A Cash

27.00 Cash

27.00 Cash

31.80 Cash

31.80 Cash

31.80 Cash

31.80 Cash

31.80 Cash

14.01 Cash
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Date of allotment Name(s) of Reason / No. of Equity Face Issue Nature of
allottee(s) nature of Shares value per price per consideration
allotment allotted equity equity
share share
Q) Q)
exercise of stock
options  under
ESOP Plan 2020.
October 31, 2022 11,250 Equity  Allotment 198,025 10 27.00 Cash
Shares to  Mr. pursuant to
Sanjay Singh; exercise of stock
options  under
30,000 Equity ESOP Plan 2020.
Shares to  Mr.
Arvind Kumar;
75,000 Equity
Shares to  Mr.
Sachin Patange;
7,400 Equity Shares
to Mr. Kuldeep
Kahar;
9,375 Equity Shares
to Mr. Aggaz Sofi;
9,375 Equity Shares
to Mr. Sunil Shukla;
40,000 Equity
Shares to Mr.
Devendra
Makwana;
5,625 Equity Shares
to Mr. Shubhashish
Mishra; and
10,000 Equity
Shares to Mr. Arun
Raman
February 17, 2023 Mr. Govind Singh Allotment 1,70,116 10 14.01 Cash
pursuant to
exercise of stock
options  under
ESOP Plan 2020.
March 9, 2023 10,000 Equity  Allotment 15,000 10 27.00 Cash
Shares to Mr. Rahul  pursuant to
Dey; and exercise of stock
options  under
5,000 Equity Shares  ESOP Plan 2020.
to  Mr.  Puneet
Agrawal

“As per the terms of the issuance of the CCDs, each CCD was convertible into one Equity Share.

~The CCDs were issued to our Promoter at a face value of 10 per CCD.

(b) Preference Share capital

Our Bank has not issued any preference shares since its incorporation.

(c) Equity Shares issued for consideration other than cash

Our Bank has not issued any Equity Shares for consideration other than cash since its incorporation.
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(d) Equity Shares issued out of revaluation reserves
Our Bank has not issued any Equity Shares out of revaluation reserves since its incorporation.
(e) Allotment of Equity Shares pursuant to scheme of arrangement

Our Bank has not allotted any Equity Shares pursuant to a scheme of arrangement approved under Sections 230
to 234 of the Companies Act, 2013.

f Issue of Equity Shares under employee stock option schemes

For details of Equity Shares issued by our Bank pursuant to the exercise of options which have been granted under
the ESOP Plan 2020 (including the ESOP Scheme 1 framed thereunder), see “- (a) Equity share Capital”
beginning on page 85 above. For details regarding the employee stock option schemes of our Bank, see “-
Employee Stock Option Plans” on page 94 below.

(9) Issue of Equity Shares at a price lower than the Issue Price

Except as disclosed above under “— (a) Equity share Capital” beginning on page 85 above, our Bank has not
issued any Equity Shares in the one year preceding the date of this Red Herring Prospectus at a price which may
be lower than the Issue Price.

(h) Non-Convertible Debentures

The following table sets forth the details of the non-convertible debentures issued by our Bank that are currently
listed on BSE:

Name(s) of the allottee ISIN Scrip Code Amount (in %) Date of Maturity
Karvy Capital Limited INE735W08012* 958095 250,000,000 July 9, 2025
Karvy Capital Limited INE735W08020 958226 150,000,000 August 30, 2025
IDFC First Bank Limited INE735W08038 959644 1,950,000,000 June 26, 2027

* Our Bank vide its letter dated June 16, 2023 has requested for RBI’s approval for an early redemption of the 2,500 NCDs (ISIN:
INE735W08012), subject to compliance with the requirements of applicable law and regulatory instructions. Subsequently, the RBI through
its letter dated July 4, 2023 has indicated that it has no-objection to the redemption of the aforementioned 2,500 NCDs (ISIN: INE735W08012)
post-completion of five years (i.e. on or after July 9, 2023) from a regulatory perspective, subject to our Bank complying with the SEBI
guidelines and other laws/ regulations/ contracts/ terms of issue. For further details, see “Risk Factors — \We have received a show cause
notice from SEBI regarding alleged non-compliance of provisions of Companies Act 2013 and erstwhile SEBI (Issue and Listing of Debt
Securities) Regulations, 2008 relating to public offering of securities which may result in penal actions.”, “Issue Document Summary —
Exemption from complying with any provisions of securities laws granted by the SEBI ” and “Financial Indebtedness” on pages 29, 20, and
381, respectively.

2. History of the Equity Share capital held by our Promoter, minimum Promoter’s Contribution and
lock-in requirements

Our Promoter, Utkarsh Corelnvest Limited, along with its nominees, holds 759,272,222 Equity Shares,
constituting 84.75% of the issued, subscribed and paid-up Equity Share capital of our Bank.

The details regarding the equity shareholding of our Promoter, since incorporation of our Bank, are set forth in
the table below:

(@) Build-up of our Promoter’s shareholding in our Bank
Date of Nature of No. of Nature of Face Issue / Percentage Percentage
allotment / acquisition / Equity consideration value purchase of the pre- of the
Transfer transfer Shares per  price per Issue post-
equity  equity capital Issue
share share (%) capital
® ® (%)
April 30,2016 Initial subscription 1,000 Cash 10 10.00 Negligible [*]
to the Memorandum
of Association
October 7, Private placement 99,950,000 Cash 10 10.00 11.16 [*]
2016
January 20, Private placement 200,050,000 Cash 10 10.00 22.33 [*]
2017
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Date of Nature of No. of Nature of Face Issue / Percentage Percentage
allotment / acquisition / Equity consideration value purchase of the pre- of the
Transfer transfer Shares per  price per Issue post-
equity  equity capital Issue
share share (%) capital
® ®) (%0)*
September 21, Conversion of 120,000,000 Cash 10 A 13.39 [*]
2017 CCDs into Equity
Shares
March 26, Rights issue 49,994,406 Cash 10 10.00 5.58 [*]
2018
June 13,2018  Conversion of 267,000,000 Cash 10 N 29.80 [*]
CCDs into Equity
Shares
August 29, Transfer of 49,237 53,594 Cash 10 27.00 0.01 [*]
2019 Equity Shares from
Mr. Govind Singh,
1,000 Equity Shares
from Ms. Revati
Govind Singh and
1,119 Equity Shares
each from Mr.
Trilok Nath Shukla,
Mr. Ashwani
Kumar and Mr.
Raghvendra Singh
September 18, Rights issue 22,222,222 Cash 10 27.00 2.48 [*]
2019
October 10, Transfer of one (5)* - 10 Nil Negligible [*]
2019 Equity Share each
to Mr. Govind
Singh, Ms. Revati
Govind Singh, Mr.
Trilok Nath Shukla,
Mr. Ashwani
Kumar and Mr.
Raghvendra Singh.
November 23, Transfer of 1,000% - 10 Nil Negligible []
2020 ownership by Mr.
Abhisheka Kumar&
Total 759,272,222% 84.75% []

#Subject to finalisation of the Basis of Allotment.

*Held as nominee shareholders of our Promoter

"The CCDs were issued to our Promoter at a face value of 10 per CCD.

&Pursuant to the resolution passed by Utkarsh Corelnvest Limited on August 29, 2019 and October 11, 2019, the beneficial ownership of
1,000 Equity Shares was transferred by Mr. Abhisheka Kumar to Utkarsh Corelnvest Limited for a purchase consideration of ¥ 27 per Equity
Share on October 11, 2019. Subsequently, Mr. Abhisheka Kumar was designated as a nominee shareholder of Utkarsh Corelnvest Limited,
holding 1,000 Equity Shares. On November 23, 2020, Mr. Abhisheka Kumar transferred the legal ownership of 999 Equity Shares to our
Promoter, and one Equity Share to Mr. Rahul Dey who was designated as a nominee shareholder of Utkarsh Corelnvest Limited on November
27, 2020.

$Includes one Equity Share each held by Mr. Govind Singh, Ms. Revati Govind Singh, Mr. Trilok Nath Shukla, Mr. Ashwani Kumar, Mr. Rahul
Dey and Mr. Raghvendra Singh, as nominees on behalf of our Promoter, who is the beneficial owner of such Equity Shares.

All the Equity Shares were fully paid-up on the respective dates of allotment or acquisition of such Equity Shares,
as the case may be.

(b) Equity shareholding of our Promoter, directors of our Promoter and our Promoter Group

Our Promoter, along with its nominees holds 759,272,222 Equity Shares, constituting 84.75% of the issued,
subscribed and paid-up Equity Share capital of our Bank.

Except for one Equity Share held by Mr. Ashwani Kumar as a nominee of our Promoter, none of the directors of
our Promoter hold any Equity Shares.

Other than our Promoter, as on the date of this Red Herring Prospectus, there are no persons or entities that form
a part of our Promoter Group.
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(c) Details of Promoter’s contribution and lock-in

Pursuant to Regulation 14(1) and Regulation 16(1)(a) of the SEBI ICDR Regulations, an aggregate of 20% of the
fully diluted post-Issue Equity Share capital of our Bank held by our Promoter shall be considered as minimum
promoters’ contribution and locked-in for a period of 18 months from the date of Allotment (“Promoter’s
Contribution”).

Details of the Equity Shares to be locked-in for 18 months from the date of Allotment as minimum Promoter’s
Contribution are set forth in the table below:

Date of Date on Nature Face value Issue/ No. of Percentage of  Percentage of
allotment/  which the of the per equity  Acquisition Equity the fully the fully
Transfer Equity allotment  share (%) price per Shares diluted pre- diluted post
Shares were Equity locked-in Issue paid-up  Issue paid-up
made fully Share () capital (%0) capital (%)
paid-up
[] [] [] 10 [] [] [] []
Total [] [] []

Our Promoter has given consent to include such number of Equity Shares held by it as may constitute 20% of the
fully diluted post-Issue Equity Share capital of our Bank as the Promoter’s Contribution.

The minimum Promoter’s Contribution has been brought in to the extent of not less than the specified minimum
lot and from the person defined as ‘promoter’ under the SEBI ICDR Regulations. Our Bank undertakes that the
Equity Shares that are being locked-in are not ineligible for computation of Promoter’s Contribution in terms of
Regulation 15 of the SEBI ICDR Regulations. In this connection, we confirm the following:

i The Equity Shares offered for Promoter’s Contribution do not include Equity Shares acquired or resulting
in the three immediately preceding years (a) for consideration other than cash and revaluation of assets
or capitalisation of intangible assets; (b) from bonus issue by utilisation of revaluation reserves or
unrealised profits of our Bank or resulted from bonus issue against Equity Shares which are otherwise
ineligible for computation of Promoter’s Contribution;

ii. The Promoter’s Contribution does not include any Equity Shares acquired during the preceding one year
at a price lower than the price at which the Equity Shares are being offered to the public in the Issue;

iii. Our Bank has not been formed by the conversion of one or more partnership firms or a limited liability
partnership firm; and

iv. The Equity Shares held by our Promoter and offered for promoter’s contribution are not subject to any
pledge.

3. Other Lock-in requirements

0] In addition to the 20% of the post-Issue shareholding of our Promoter in our Bank which will be locked

in for 18 months from the date of Allotment as specified above, pursuant to Regulations 16(1)(b) and 17
of the SEBI ICDR Regulations the entire pre-Issue Equity Share capital of our Bank, other than (a) the
Equity Shares, if any, allotted to employees, whether currently employees or not and including the legal
heirs or nominees of any deceased employees or ex-employees, pursuant to the MD & CEO ESOP Plan
and the ESOP Plan 2020 (including the ESOP Scheme 1 framed thereunder); and (b) any Equity Shares
held by a VCF or Category | AIF or Category Il AlF or FVCI, as applicable, provided that (i) such Equity
Shares shall be locked in for a period of at least six months from the date of purchase by such VCF or
AIF or FVCI; and (ii) such VCF or AIF of category | or category Il or a FVCI holds, individually or with
persons acting in concert, less than 20% of pre-Issue Equity Share capital of our Bank (on a fully diluted
basis), will also be locked-in for a period of six months from the date of Allotment. For details, see “Issue
Procedure” beginning on page 417.

(i) Pursuant to Regulation 22 of the SEBI ICDR Regulations, (a) the Equity Shares held by the promoter,
which are locked-in may be transferred to another promoter or any member of the Promoter Group or to
any new promoter of our Bank; and (b) the Equity Shares held by persons other than the promoter and
locked-in for a period of six months from the date of Allotment may be transferred to any other person
holding the Equity Shares which are locked-in, subject to, in each instance, the continuation of the lock-
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(iii)

(iv)

(v)

(vi)

in in the hands of transferees for the remaining period and compliance with the SEBI Takeover
Regulations, as applicable.

Our Promoter has agreed not to sell, transfer, create a lien or pledge or otherwise encumber in any
manner, the Promoter’s Contribution from the date of filing of this Red Herring Prospectus, until the
expiry of the lock-in period specified above, or for such other time as required under SEBI ICDR
Regulations, except as may be permitted, in accordance with the SEBI ICDR Regulations.

Pursuant to Regulation 21(a) of the SEBI ICDR Regulations, the Equity Shares held by our Promoter,
which are locked-in for a period of eighteen months from the date of Allotment may be pledged only
with scheduled commercial banks, public financial institutions, Systemically Important NBFCs or
housing finance companies as collateral security for loans granted by such entities, provided that such
loans have been granted to our Bank for the purpose of financing one or more of the objects of the Issue
and pledge of the Equity Shares is a term of sanction of such loans.

Pursuant to Regulation 21(b) of the SEBI ICDR Regulations, the Equity Shares held by our Promoter
which are locked-in for a period of six months from the date of Allotment may be pledged only with
scheduled commercial banks, public financial institutions, Systemically Important NBFCs or housing
finance companies as collateral security for loans if pledge of the Equity Shares is one of the terms of
the sanction of such loans.

However, such lock-in shall continue pursuant to the invocation of the pledge and such transferee shall
not be eligible to transfer the Equity Shares till the lock-in period stipulated under the SEBI ICDR
Regulations has expired.

50% of the Equity Shares allotted to Anchor Investors under the Anchor Investor Portion shall be locked-
in for a period of 90 days from the date of Allotment and the remaining 50% shall be locked in for a
period of 30 days from the date of Allotment.

As required under Regulation 20 of the SEBI ICDR Regulations, our Bank shall ensure that details of
the Equity Shares locked-in are recorded by the relevant depository.
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4.

Set forth below is the shareholding pattern of our Bank as on the date of this Red Herring Prospectus.

QY

Our shareholding pattern

Promoter & ™
Promoter
Group

759,272,222
*

759,272,222
*

84.75

759,272,22
2

759,272  84.75

,222

759,272,222

(8)

Public 24©

136,632,441

136,632,441

15.25

136,632,44
1

136,632 1525

441

15.25

136,632,441

©

Non Promoter- -
Non Public

(6]

Shares -
underlying
depository

receipts

@

Shares held by -
employee trust

Total 29°
(A)+(B)+(C)

895,904,663

895,904,663

100

895,904,66
3

895,904
,663

100

100

895,904,663

*759,272,222 Equity Shares are held by our Promoter inclusive of one Equity Share each is held by Mr. Govind Singh, Ms. Revati Govind Singh, Mr. Trilok Nath Shukla, Mr. Ashwani Kumar, Mr. Rahul Dey and Mr. Raghvendra Singh., as nominees

on behalf of our Promoter, who is the beneficial owner of such Equity Shares.

@ Mr. Govind Singh holds 187,960 Equity Shares in his individual capacity and 1 Equity Share as a nominee on behalf of our Promoter. Further, Mr. Rahul Dey holds 10,000 Equity Shares in his individual capacity and 1 Equity Share as a nominee
on behalf of our Promoter.

#Pursuant to the Banking Regulation Act read with the gazette notification DBR.PSBD. No. 1084/16.13.100/2016-17 dated July 21, 2016, no shareholder can exercise voting rights in excess of 26% of the total share capital of a bank.
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5. As on the date of this Red Herring Prospectus, our Bank has 29 Shareholders.

6. The BRLMs and their respective associates (as defined under the SEBI Merchant Bankers Regulations)
do not hold any Equity Shares.

7. Shareholding of our Directors, Key Managerial Personnel and Senior Management in our Bank

Except as disclosed below none of our Directors or Key Managerial Personnel or Senior Management hold any
Equity Shares in our Bank:

Sr. Shareholder Number of Equity Shares  Percentage of equity share
No. capital held (%)
1. Mr. Govind Singh* 187,961 0.02
2. Mr. Rahul Dey** 10,001 Negligible
3. Mr. Arun Raman 10,000 Negligible
4. Mr. Trilok Nath Shukla*** 1 Negligible
Total 207,963 0.02

* Mr. Govind Singh holds 187,960 Equity Shares in his individual capacity and 1 Equity Share as a nominee on behalf of our Promoter.
** Mr. Rahul Dey holds 10,000 Equity Shares in his individual capacity and 1 Equity Share as a nominee on behalf of our Promoter.
*** Mr. Trilok Nath Shukla holds one Equity Share as a nominee shareholder of our Promoter.

8. Details of equity shareholding of the major Shareholders of our Bank
€)] Set forth below are details of our Shareholders holding 1% or more of the paid-up share capital of our
Bank (comprising at least 80% of the paid-up Equity Share capital) as on date of this Red Herring
Prospectus:
Sr. Shareholder Number of Equity Shares  Percentage of equity share
No. capital held (%)
1. Utkarsh Corelnvest Limited 759,272,222* 84.75
2. Olympus ACF Pte. Limited 37,037,037 4.13
3. Bharti AXA Life Insurance Company Limited 23,584,905 2.63
4. Triodos Sicav Il - Triodos Microfinance Fund 21,117,684 2.36
5. responsAbility Participations Mauritius 13,444,444 1.50
6. Aavishkaar Bharat Fund 12,962,962 1.45
7. Growth Catalyst Partners LLC 11,683,722 1.30
Total 879,102,976 98.12

*Includes one Equity Share each held by Mr. Govind Singh, Ms. Revati Govind Singh, Mr. Trilok Nath Shukla, Mr. Ashwani Kumar, Mr.
Rahul Dey and Mr. Raghvendra Singh., as nominees on behalf of our Promoter, who is the beneficial owner of such Equity Shares.

(b) Set forth below are details of our Shareholders holding 1% or more of the paid-up share capital of our
Bank (comprising at least 80% of the paid-up Equity Share capital) as of 10 days prior to the date of this
Red Herring Prospectus:

Sr. Shareholder Number of Equity Shares Percentage of Equity
No. Share Capital held (%)
1. Utkarsh Corelnvest Limited 759,272,222* 84.75
2. Olympus ACF Pte. Limited 37,037,037 413
3. Bharti AXA Life Insurance Company Limited 23,584,905 2.63
4, Triodos Sicav Il - Triodos Microfinance Fund 21,117,684 2.36
5. responsAbility Participations Mauritius 13,444,444 1.50
6. Aavishkaar Bharat Fund 12,962,962 1.45
7. Growth Catalyst Partners LLC 11,683,722 1.30

Total 879,102,976 98.12

*Includes one Equity Share each held by Mr. Govind Singh, Ms. Revati Govind Singh, Mr. Trilok Nath Shukla, Mr. Ashwani Kumar, Mr.
Rahul Dey and Mr. Raghvendra Singh., as nominees on behalf of our Promoter, who is the beneficial owner of such Equity Shares.

(c) Set forth below are details of Shareholders holding 1% or more of the paid-up share capital of our Bank
as of one year prior to the date of this Red Herring Prospectus:

Sr. Shareholder No. of Equity Shares Percentage of Equity
No. Share capital held (%)
1. Utkarsh Corelnvest Limited 759,272,222* 84.79
2. Olympus ACF Pte. Limited 37,037,037 4.14
3. Bharti AXA Life Insurance Company Limited 23,584,905 2.63
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Sr. Shareholder No. of Equity Shares Percentage of Equity

No. Share capital held (%)
4, Triodos Sicav Il - Triodos Microfinance Fund 21,117,684 2.36
5. responsAbility Participations Mauritius 13,444,444 1.50
6. Aavishkaar Bharat Fund 12,962,962 1.45
7. Growth Catalyst Partners LLC 11,683,722 1.30

Total 879,102,976 98.17

*Includes one Equity Share each held by Mr. Govind Singh, Ms. Revati Govind Singh, Mr. Trilok Nath Shukla, Mr. Ashwani Kumar, Mr.
Rahul Dey and Mr. Raghvendra Singh., as nominees on behalf of our Promoter, who is the beneficial owner of such Equity Shares.

(d) Set forth below are details of Shareholders holding 1% or more of the paid-up share capital of our Bank
as of two years prior to the date of this Red Herring Prospectus:

Sr. Shareholder No. of Equity Shares Percentage of Equity
No. Share capital held (%)
1. Utkarsh Corelnvest Limited* 759,272,222 89.50
2. Olympus ACF Pte. Limited 37,037,037 4.37
3. responsAbility Participations Mauritius 13,444,444 1.58
4, Aavishkaar Bharat Fund 12,962,962 1.53
5. Triodos Sicav Il - Triodos Microfinance Fund 8,539,068 1.01
6. Legal Owner Triodos Funds B.V. (in its capacity
as legal owner of Triodos Fair Share Fund) 8,539,068 1.01
7. Growth Catalyst Partners LLC 8,539,068 1.01
Total 848,333,869 100.00

*Includes one Equity Share each held by Mr. Govind Singh, Ms. Revati Govind Singh, Mr. Trilok Nath Shukla, Mr. Ashwani Kumar, Mr.
Rahul Dey and Mr. Raghvendra Singh., as nominees on behalf of our Promoter, who is the beneficial owner of such Equity Shares.

9. Employee Stock Option Plans
a) USFBL MD & CEO Employee Stock Option Plan 2020 (the “MD & CEO ESOP Plan”)

Pursuant to the resolutions passed by our Board on January 10, 2020 and our Shareholders on January
12, 2020, our Bank adopted the MD & CEO ESOP Plan, which was last amended by our Bank pursuant
to resolutions passed by our Board on July 15, 2022 and our Shareholders on July 19, 2022.

MD & CEO ESOP Plan

Our Bank may grant a maximum of 20,018,918 options under the MD & CEO ESOP Plan. In accordance
with the terms of the MD & CEO ESOP Plan, upon exercise and payment of the exercise price, the option
holder will be entitled to be allotted one Equity Share for each option. Therefore, the number of Equity
Shares that may be issued under the MD & CEO ESOP Plan shall not exceed 20,018,918 Equity Shares.

As on date of this Red Herring Prospectus, the Bank has not granted any options under the MD & CEO
ESOP Plan.

b) Utkarsh Small Finance Bank Limited (USFBL) Employee Stock Option Plan 2020 (“ESOP Plan
2020”)

Pursuant to the resolutions passed by our Board on November 9, 2020 (extension of meeting held on
November 6, 2020) and our Shareholders on December 28, 2020, our Bank adopted the ESOP Plan 2020,
which was last amended by our Bank pursuant to resolutions passed by our Board on July 15, 2022 and
our Shareholders on July 19, 2022.

ESOP Plan 2020

The objectives of the ESOP Plan 2020 are, among others, to attract new talent, reward employees for
extraordinary performance and motivate and retain the employees. Our Bank may, subject to a special
resolution passed at its General Meeting, notify schemes under the ESOP Plan 2020 such as the USFBL
Employee Stock Option 2020 Scheme 1 (“ESOP Scheme 1) which was approved by our Shareholders
on December 28, 2020 and was last amended by our Bank pursuant to resolutions passed by our Board
on July 15, 2022 and our Shareholders on July 19, 2022. Our Bank may grant a maximum of 60,741,778
options under the ESOP Plan 2020. In accordance with the terms of the ESOP Plan 2020, upon exercise
and payment of the exercise price, the option holder will be entitled to be allotted one Equity Share for
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each option. Therefore, the number of Equity Shares that may be issued under the ESOP Plan 2020 shall
not exceed 60,741,778 Equity Shares.

The ESOP Plan 2020 and ESOP Scheme 1 are in compliance with the Companies Act.

The details of the ESOP Plan 2020 and ESOP Scheme 1, as certified by JHS & Associates LLP, Chartered
Accountants, through their certificate dated July 6, 2023 are as follows:

Particulars Details
Options granted Financial Year/Period Total number of Resultant
options granted number of
Equity Shares
Financial Year ended 2021 Nil Nil
Financial Year ended 2022 16,234,694* 16,234,694*

*Our Bank has received an
approval from RBI on August 31,
2021 for grant of 71,377 options as
a part of the annual bonus for MD
& CEO for FY 19 — 20, the options
were granted with effect from
December 28, 2020

Financial Year ended 2023 17,847,430** 17,847,430**
** QOur Bank had received RBI
letter dated January 12, 2022 to
grant non-cash component of MD
& CEO’s remuneration for FY
2020-21 amounting to T 6.40
million. Accordingly, our Bank
had granted 4,56,817 options to
MD & CEO with effect from
January 12, 2022. Subsequently,
our Bank received the RBI letter
dated July 28, 2022 to reduce the
non-cash component of MD &
CEQ’s remuneration for FY 2020-
21 to < 3.10 million. Accordingly,
our Bank has reduced the options
granted to MD & CEO, as
indicated above, to 221,271
options with effect from January
12, 2022.

**Qur Bank has received RBI
letter dated December 14, 2022 to
grant non-cash component of ¢
6.00 million for FY 2021-22 to MD
& CEO. Accordingly, our Bank
has granted 626,226 options to
MD & CEO with effect from
September 17, 2022.
For the period commencing from Nil Nil
April 1, 2023 until the date of Red
Herring Prospectus
Total options granted as on date 34,082,124 34,082,124
of Red Herring Prospectus
No. of employees to whom options Employees of our Bank (whether currently active or resigned) to whom options
were granted were granted as on the date of this Red Herring Prospectus: 276
Options outstanding as on date of this 27,639,952
Red Herring Prospectus
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Particulars
Exercise price of options

Options vested (excluding options that
have been exercised)

Options exercised

Total no. of Equity Shares that would
arise as a result of full exercise of
options granted (net of cancelled
options)

Details
Date of Grant Number of Exercise Price
option
December 28, 2020 71,377 14.01
August 1, 2021 15,611,500 27.00
October 1, 2021 15,000 30.00
October 18, 2021 to January 1, 2022 80,000 31.80
January 12, 2022 221,271* 14.01
*Our Bank has received RBI letter
dated January 12, 2022 to grant non-
cash component of MD & CEO'’s
remuneration for FY 2020-21
amounting to < 6.40 million.
Accordingly, our Bank had granted
456,817 options to MD & CEO with
effect from January 12, 2022.
Subsequently, our Bank received RBI
letter dated July 28, 2022 to reduce
the non-cash component of MD &
CEQ’s remuneration for FY 2020-21
to ¥ 3.10 million. Accordingly, our
Bank has reduced the options
granted to MD & CEO to 221,271
with effect from January 12, 2022
April 1, 2022 to July 16, 2022 125,000 31.80
August 1, 2022 16,771,750 27.00
September 17, 2022 626,226** 31.80
** Our Bank has received RBI letter
dated December 14, 2022 to grant
non-cash component of ¢6.00 million
for FY 2021-22 to MD & CEO.
Accordingly, Bank has granted
626,226 options to MD & CEO with
effect from September 17, 2022
September 30, 2022 200,000 31.80
October 13, 2022 120,000 27.00
January 1, 2023 to March 31, 2023 240,000 31.80
Financial Year/Period Total number of Resultant
options vested and number of
not exercised Equity Shares
Financial Year ended 2021 Nil Nil
Financial Year ended 2022 Nil Nil
Financial Year ended 2023 2,824,226 2,824,226
For the period commencing 25,000 25,000
from April 1, 2023 until the
date of this Red Herring
Prospectus
Total Option Vested as on 2,849,226 2,849,226

date of this Red Herring
Prospectus

Financial Year/Period

Total number of options exercised

Financial Year ended 2021 Nil
Financial Year ended 2022 17,844
Financial Year ended 2023 383,141
For the period commencing from Nil
April 1, 2023 until the date of this
Red Herring Prospectus
Total Options exercised as on date 400,985
of this Red Herring Prospectus

Financial Year/Period Total number of Resultant

options granted number of

(net of cancelled
options)

Equity Shares
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Particulars

Options forfeited/lapsed/cancelled

Variation in terms of options
Money realised by exercise of options

Total no. of options in force (net of
option exercised & net of Options
forfeited/lapsed/cancelled)

Employee wise details of options
granted to

Details

As on Financial Year ended 2021
As on Financial Year ended 2022
As on Financial Year ended 2023
For the period commencing from

April 1, 2023 until the date of this
Red Herring Prospectus

* During April 1, 2023 till date of
this certificate, there was no ESOP
granted to employees, however
there were ESOP cancelled during
the period which have been
disclosed above

Total full exercise of options
granted as on date of this Red
Herring Prospectus

Nil
14,921,694
14,865,055

-1,745,812*

28,040,937

Nil
14,921,694
14,865,055

-1,745,812*

28,040,937

Financial Year/Period

As on Financial Year ended 2021
As on Financial Year ended 2022
As on Financial Year ended 2023
For the period commencing from
April 1, 2023 until the date of this
Red Herring Prospectus

Total Options forfeited/lapsed/
cancelled as on date of this Red
Herring Prospectus

Total number of
options

Nil
1,313,000

2,982,375
1,745,812

6,041,187

Resultant
number of
Equity Shares
Nil
1,313,000
2,982,375
1,745,812

6,041,187

Nil

Financial Year/Period
Financial Year Ended 2021
Financial Year Ended 2022
Financial Year Ended 2023
For the period commencing from
April 1, 2023 until the date of Red
Herring Prospectus
Total Money realised by exercise
of options

In
Nil
0.25 million
8.13 million
Nil

8.38 million

Financial Year/Period

Total number of

options in force

Financial Year ended
2021

Financial Year ended
2022

Financial Year ended
2023

For the period
commencing from April
1, 2023 until the date of
Red Herring Prospectus

* During April 1, 2023 till
date of this certificate,
there was no ESOP
granted to employees,
however there were ESOP
cancelled  during the
period which have been
disclosed above

Total no. of options in
force as on date of Red
Herring Prospectus

Nil
14,903,850
14,481,914

-1,745,812*

27,639,952

Resultant number of

Equity Shares
Nil

14,903,850
14,481,914

-1,745,812*

27,639,952
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Particulars
(i) Key management personnel and
Senior Management

(i) Any other employee who
received a grant in any one year of
options amounting to 5% or more
of the options granted during the
year

(iii) Identified employees who are
granted options, during any one
year equal to or exceeding 1% of
the issued capital (excluding
outstanding warrants and
conversions) of our Bank at the

time of grant

Fully diluted EPS on a pre-lssue basis
on exercise of options calculated in

accordance with the applicable
accounting standard ‘Earning Per
Share’

Difference between employee

compensation cost calculated using the
intrinsic value of stock options and the
employee compensation cost that shall
have been recognised if our Bank had
used fair value of options and impact
of this difference on profits and EPS of
our Bank for the last three fiscals
Description of the pricing formula and
the method and significant
assumptions used during the year to
estimate the fair values of options,
including weighted-average
information, namely, risk-free interest
rate, expected life, expected volatility,
expected dividends and the price of the
underlying share in market at the time
of grant of the option

Details
Names Number of Number of Resultant
options options number of
granted outstanding Equity
as of the date  Shares out of
of this Red outstanding
Herring options
Prospectus
Mr. Govind Singh 918,874 730,914 730,914
Mr. Sarjukumar Pravin 200,000 200,000 200,000
Simaria
Mr. Abhijeet 60,000 60,000 60,000
Bhattacharjee
Mr. Alok Pathak 600,000 600,000 600,000
Mr. Arun Raman 360,000 350,000 350,000
Mr. Hitain Sharma 480,000 480,000 480,000
Mr. Rahul Dey 320,000 310,000 310,000
Mr. Rahul Sinha 480,000 480,000 480,000
Mr. Sanjay Sharda 130,000 130,000 130,000
Mr. Trilok Nath Shukla 600,000 600,000 600,000
Mr. Umesh Arora 75,000 75,000 75,000
Names of the employee Number of Number of Resultant
to whom options were options options number of
granted granted outstanding Equity
as of the Shares out
date of this of
Red Herring  outstanding
Prospectus options
Nil Nil Nil Nil
Names of the employee Number of Number of Resultant
to whom options were options options number of
granted granted outstanding Equity
as of the Shares out
date of this of
Red Herring  outstanding
Prospectus options
Nil Nil Nil Nil
Particular As at March 31, As at March 31, As at March 31,
2023 (in ®) 2022 (in ®) 2021 (in ¥)
Diluted 451 0.70 1.46
EPS

* Rounded off to the nearest decimal
N.A, as Bank has followed Black-Scholes model for computing the fair value of
options granted

The Black-Scholes model has been used for computing the fair value of option
granted.

The following assumptions are used for calculation of Fair value of grants issued.

Particulars For the year For the year For the year
ended March  ended March  ended March
31, 2023 31, 2022 31, 2021
Dividend yield 0.00% 0.00% Nil
Expected volatility 46.3% to 49.8% to Nil
49.3% 48.8%
Risk free interest rate 6.43% to 4.48% to Nil
7.04% 5.80%
Expected life in years 2t05 2t05 Nil
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Particulars
Impact on profits and EPS of the last
three years if our Bank had followed
the accounting policies specified in
Regulation 15 of the ESOP
Regulations in respect of options
granted in the last three years
Intention of the key managerial
personnel, senior management and
whole-time directors who are holders
of Equity Shares allotted on exercise of
options granted to sell their Equity
Shares within three months after the
date of listing of Equity Shares
pursuant to the Issue
Intention to sell Equity Shares within
three months after the listing of Equity
Shares, by Directors, senior
management personnel and employees
having Equity Shares arising out of
options granted, amounting to more
than 1% of the issued capital
(excluding outstanding warrants and
conversions)

Not applicable, as Bank has followed similar accounting policies, as prescribed
under the Securities and Exchange Board of India (Share Based Employee

Details

Benefits and Sweat Equity) Regulations, 2021

Nil

Not Applicable

Further, under the UCL ESOP Schemes, the employees of our Bank are also entitled to receive options
which are exercisable into equity shares of our Promoter in accordance with the vesting and exercise

All the Equity Shares held by our Promoter are held in dematerialized form prior to filing of this Red

None of the directors of our Promoter nor the members of our Promoter Group or our Directors or their
relatives have sold or purchased any Equity Shares of our Bank during the six months preceding the date

There have been no financing arrangements whereby the directors of our Promoter or members of our
Promoter Group or our Directors or any of their relatives have financed the purchase by any other person
of securities of our Bank (other than in the normal course of the business of the relevant financing entity)
during the six months immediately preceding the date of filing of this Red Herring Prospectus.

Our Bank, our Directors and the BRLMSs have not entered into any buy-back or other arrangements for

No person connected with the Issue, including, but not limited to, our Bank, our Promoter, the members
of the Syndicate, or our Directors, shall offer any incentive, whether direct or indirect, in any manner,
whether in cash or kind or services or otherwise to any Bidder for making a Bid, except for fees or

The Equity Shares are fully paid-up and there are no partly paid-up Equity Shares. The Equity Shares to
be issued or transferred pursuant to the Issue shall be fully paid-up at the time of Allotment.

Our Bank has no outstanding warrants, options to be issued or rights to convert debentures, loans or other

c) Other employee stock option plans
period set forth in the UCL ESOP Schemes.
10.
Herring Prospectus.
11.
of this Red Herring Prospectus.
12.
13.
the purchase of Equity Shares.
14.
commission for services rendered in relation to the Issue.
15.
16.
convertible instruments into Equity Shares.
17.

Except for issuance of Equity Shares pursuant to exercise of options granted/ may be granted under the
ESOP Plan 2020 (including the ESOP Scheme 1 framed thereunder), as applicable, there will be no
further issuance of Equity Shares whether by way of an issue of bonus shares, preferential allotment,
rights issue or in any other manner during the period commencing from the date of filing of the Draft
Red Herring Prospectus with SEBI until the Equity Shares have been listed on the Stock Exchanges or
all application monies have been refunded, as the case may be.
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18.

19.

20.

21.

Except for issuance of Equity Shares pursuant to exercise of options granted/ may be granted under the
MD & CEO ESOP Plan and ESOP Plan 2020 (including the ESOP Scheme 1 framed thereunder), as
applicable, our Bank presently does not intend or propose to alter the capital structure for a period of six
months from the Bid/Issue Opening Date, by way of split or consolidation of the denomination of Equity
Shares, or further issue of Equity Shares (including issue of securities convertible into or exchangeable
for, directly or indirectly into Equity Shares), whether on a preferential basis or by issue of bonus or
rights or further public issue of Equity Shares. Provided, however, that the foregoing restriction does not
apply to the Allotment of any Equity Shares under the Issue.

There shall be only one denomination of the Equity Shares, unless otherwise permitted by law. Our Bank
will comply with such disclosure and accounting norms as may be specified by SEBI from time to time.

The BRLMs and any person related to the BRLMs or Syndicate Member cannot apply in the Issue under
the Anchor Investor Portion, except for Mutual Funds sponsored by entities which are associates of the
BRLMs or insurance companies promoted by entities which are associates of the BRLMs or AlFs
sponsored by the entities which are associate of the BRLMs or a FPI (other than individuals, corporate
bodies and family offices) which are associates of the BRLMSs or pension funds sponsored by entities
which are associates of the BRLMs.

Our Bank shall ensure that any transactions in Equity Shares by our Promoter and Promoter Group (if
any) during the period between the date of this Red Herring Prospectus filing in relation to this Issue and
the date of closure of the Issue shall be reported to the Stock Exchanges within 24 hours of the
transactions.
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OBJECTS OF THE ISSUE
Obijects of the Issue

In terms of the RBI Licence and the SFB Licensing Guidelines, our Bank was required to list its Equity Shares on
the Stock Exchanges within a period of three years from reaching a net worth of 35,000 million. For further details,
see “Key Regulations and Policies” and “Risk Factors - Our Bank is subject to stringent regulatory requirements
and prudential norms of RBI and our inability to comply with such laws, regulations and norms may have an
adverse effect on our business, results of operations, financial condition and cash flows” on pages 195 and 41,
respectively.

Our Bank proposes to utilize the Net Proceeds from the Issue towards augmenting its Tier — 1 capital base to meet
its future capital requirements. Further, the proceeds from the Issue will also be used towards meeting the expenses
in relation to the Issue.

Additionally, our Bank expects to receive the benefits of listing the Equity Shares on the Stock Exchanges.
Net Proceeds

The details of the proceeds from the Issue are summarized in the following table:

Particulars Estimated amount (% in million)
Gross proceeds of the Issue 5,000

(Less) Issue expenses [*]

Net Proceeds [*]

@ To be finalised upon determination of the Issue Price and updated in the Prospectus prior to filing with the RoC
Requirement of Funds and Utilization of Net Proceeds

The Net Proceeds are proposed to be utilised towards augmentation of our Bank’s Tier-I capital base to meet our
Bank’s future capital requirements which are expected to arise out of growth in our Bank’s assets, primarily our
Bank’s loans/advances and investment portfolio and to ensure compliance with regulatory requirements on capital
adequacy prescribed by the RBI from time to time.

In terms of the SFB Operating Guidelines, our Bank is required to maintain a minimum capital adequacy ratio of
15% of our risk weighted assets on a continuous basis, subject to any higher percentage as may be prescribed by
RBI from time to time, and our Tier - | capital is required to be at least 7.5% of the risk weighted asset. As on
March 31, 2023, our Bank’s Tier-1 capital base was X 18,448.22 million (equivalent to 18.25%). While, as on
March 31, 2023, our Bank has maintained the capital adequacy ratio in excess of its capital position, our Bank
would need to raise equity capital to support our growth plans and aims to maintain a capital adequacy
capitalization position above the regulatory threshold. Our Bank proposes to utilize the Net Proceeds from the
Issue towards augmenting its Tier — 1 capital base to meet its future capital requirements. Further, the proceeds
from the Issue will also be used towards meeting the expenses in relation to the Issue.

Issue Expenses
The total expenses of the Issue are estimated to be approximately [¢] million.

The Issue related expenses primarily include fees payable to the BRLMSs and legal counsel, fees payable to the
Previous Statutory Auditor, Joint Statutory Auditors, brokerage and selling commission, underwriting
commission, commission payable to Registered Brokers, RTAs, CDPs, SCSBs’ fees, Sponsor Banks fees,
Registrar’s fees, printing and stationery expenses, advertising and marketing expenses and all other incidental and
miscellaneous expenses for listing the Equity Shares on the Stock Exchanges.

The estimated Issue related expenses are as under:

Activity Estimated expenses® As a % of the total As a % of the total
(% in million) estimated Issue Issue size®
expenses®)
BRLMs fees and commissions (including [*] [*] [*]

underwriting commission, brokerage and
selling commission)
Commission/processing fee for SCSBs [] [] []
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Activity Estimated expenses® As a % of the total As a % of the total
(% in million) estimated Issue Issue size®
expenses®)

and Bankers to the Issue and fee payable

to the Sponsor Banks for Bids made by

UPI Bidders using UPI@®®)

Brokerage and selling commission and [*] [*] [*]

bidding charges for Members of the

Syndicate, Registered Brokers, RTAs and

CDPs (4)(5)(6)

Fees payable to the Registrar to the Issue [*] [*]

Fees payable to the other advisors to the [*] [*]

Issue

Others

- Listing fees, SEBI filing fees, upload [*] [*] [*]

fees, BSE and NSE processing fees, book

building software fees and other

regulatory expenses

-Printing and stationery [

-Advertising and marketing expenses [

-Fee payable to legal counsel [

-Miscellaneous [

Total estimated Issue expenses [
WAmounts will be finalised and incorporated in the Prospectus on determination of Issue P
where applicable. Issue expenses are estimates and are subject to change.
@Selling commission payable to the SCSBs on the portion for Retail Individual Bidders, Eligible Employees and Non-Institutional Bidders
which are directly procured and uploaded by the SCSBs, would be as follows:

licable taxes,

Portion for Retail Individual Bidders* 0.35% of the Amount Allotted (plus applicable taxes)
Portion for Non-Institutional Bidders* 0.20% of the Amount Allotted (plus applicable taxes)
Employee Reservation Portion* 0.20% of the Amount Allotted (plus applicable taxes)

*Amount allotted is the product of the number of Equity Shares Allotted and the Issue Price. Selling commission payable to the SCSBs will be
determined on the basis of the bidding terminal ID as captured in the Bid Book of BSE or NSE.

@No uploading/ processing fees shall be payable by our Bank to the SCSBs on the applications directly procured by them. Processing/
uploading fees payable to the SCSBs on the portion for Retail Individual Bidders, Eligible Employees and Non-Institutional Bidders which
are procured by the members of the Syndicate/sub-Syndicate/Registered Broker/RTAs/ CDPs and submitted to SCSB for blocking, would be
as follows:

Portion for Retail Individual Bidders* ¥ 10 per valid Bid cum Application Form* (plus applicable taxes)
Portion for Non-Institutional Bidders* Z 10 per valid Bid cum Application Form* (plus applicable taxes)
Employee Reservation Portion* ¥ 10 per valid Bid cum Application Form* (plus applicable taxes)

*Amount Allotted is the product of the number of Equity Shares Allotted and the Issue Price.

®Selling commission on the portion for UPI Bidders (using the UPI Mechanism), Eligible Employees and Non-Institutional Bidders which
are procured by Members of the Syndicate (including their sub-Syndicate Members), RTAs and CDPs or for using 3-in-1 type accounts- linked
online trading, demat & bank account provided by some of the Registered Brokers which are Members of the Syndicate (including their Sub-
Syndicate Members) would be as follows:

Portion for Retail Individual Bidders* 0.35% of the Amount Allotted (plus applicable taxes)
Portion for Non-Institutional Bidders* 0.20% of the Amount Allotted (plus applicable taxes)
Employee Reservation Portion* 0.20% of the Amount Allotted (plus applicable taxes)

*Amount Allotted is the product of the number of Equity Shares Allotted and the Issue Price

The selling commission payable to the Syndicate / sub-Syndicate Members will be determined on the basis of the application form number /
series, provided that the application is also bid by the respective Syndicate / sub-Syndicate Member. For clarification, if a Syndicate ASBA
application on the application form number / series of a Syndicate / sub-Syndicate Member, is bid by an SCSB, the selling commission will be
payable to the SCSB and not the Syndicate / Sub-Syndicate Member.

Uploading charges payable to Members of the Syndicate (including their sub-Syndicate Members), RTAs and CDPs on the applications made
by UPI Bidders using 3-in-1 accounts and Non-Institutional Bidders which are procured by them and submitted to SCSB for blocking or using
3-in-1 accounts, would be as follows: I 10 plus applicable taxes, per valid application bid by the Syndicate (including their sub-Syndicate
Members), RTAs and CDPs.

The selling commission and bidding charges payable to Registered Brokers, the RTAs and CDPs will be determined on the basis of the bidding
terminal ID as captured in the bid book of BSE or NSE.

@ Selling commission/ uploading charges payable to the Registered Brokers on the portion for UPI Bidders procured through UP1 Mechanism,
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Eligible Employees and Non Institutional Bidders which are directly procured by the Registered Broker and submitted to SCSB for processing,
would be as follows:

Portion for Retail Individual Bidders* Z 10 per valid Bid cum Application Form* (plus applicable taxes)
Portion for Non-Institutional Bidders* ¥ 10 per valid Bid cum Application Form* (plus applicable taxes)
Employee Reservation Portion* Z 10 per valid Bid cum Application Form* (plus applicable taxes)

*For each valid application

®GUploading charges/ processing fees for applications made by UPI Bidders using the UP1 Mechanism would be as under:

Payable to Members of the Syndicate (including| € 30 per valid Bid cum Application Form (plus applicable taxes)
their sub-Syndicate Members)/ RTAs / CDPs
Payable to Sponsor Banks ICICI Bank — Rs.6 (plus applicable taxes) per application
Axis Bank — Rs.7 (plus applicable taxes) per application

The Sponsor Banks shall be responsible for making payments to third parties such as
remitter bank, NPCI and such other parties as required in connection with the performance|
of its duties under applicable SEBI circulars, agreements and other applicable laws

All such commissions and processing fees set out above shall be paid as per the timelines in terms of the Syndicate
Agreement and Cash Escrow and Sponsor Bank Agreement. Further, the processing fees for applications made
by UPI Bidders using the UPI Mechanism may be released to the remitter banks (SCSBs) only after such banks
provide a written confirmation on compliance with SEBI circular no. SEBI/HO/CFD/DIL2/P/CIR/2021/570 dated
June 2, 2021 read with SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2021/2480/1/M dated March 16, 2021 and
SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2022/51 dated April 20, 2022.

Means of finance

The fund requirements set out for the aforesaid objects of the Issue are proposed to be met entirely from the Net
Proceeds. Accordingly, our Bank confirms that there is no requirement to make firm arrangements of finance
through verifiable means towards at least 75% of the stated means of finance, excluding the amount to be raised
from the Issue and existing identifiable accruals as required under the SEBI ICDR Regulations.

Interim use of Net Proceeds

The Net Proceeds shall be retained in the Public Issue Account until receipt of the listing and trading approvals
from the Stock Exchanges by our Bank. Post receipt of the listing and trading approvals from the Stock Exchanges,
the Net Proceeds will be applied by our Bank towards meeting its capital requirements in accordance with the
objects stated herein.

In accordance with Section 27 of the Companies Act, 2013, our Bank confirms that it shall not use the Net
Proceeds for buying, trading or otherwise dealing in the equity shares of any other listed company or for any
investment in equity markets.

Bridge Financing Facilities

Our Bank has not raised any bridge loans from any bank or financial institution, as on the date of this Red Herring
Prospectus, which are proposed to be repaid from the Net Proceeds.

Appraising Entity

None of the objects of the Issue for which the Net Proceeds will be utilised have been appraised by any bank/
financial institution.

Monitoring of Utilization of Funds

In terms of the proviso to Regulation 41(1) of the SEBI ICDR Regulations, our Bank is not required to appoint a
monitoring agency for this Issue. To the extent applicable, our Bank will disclose the utilization of the Net
Proceeds under a separate head in our balance sheet along with the relevant details, for all such amounts that have
not been utilised.

Our Bank will indicate investments, if any, of unutilised Net Proceeds in the balance sheet of our Bank for the
relevant Fiscals subsequent to receipt of listing and trading approvals from the Stock Exchanges.
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Pursuant to Regulations 18(3) and 32(3) of the Listing Regulations, the uses and applications of the Net Proceeds
shall be placed before the Audit Committee at the end of the relevant quarter(s). The Audit Committee shall make
recommendations to the Board for further action, if appropriate.

In the event the funds are utilized for purposes other than those stated in this Red Herring Prospectus and
Prospectus, our Bank shall, on an annual basis, prepare a statement of funds and place it before the Audit
Committee and make other disclosures as may be required until such time as the Net Proceeds remain unutilized
The statement shall be certified by the Joint Statutory Auditors of our Bank.

Further, in accordance with Regulation 32(1) of the Listing Regulations, our Bank shall furnish to the Stock
Exchanges on a quarterly basis, a statement indicating (i) deviations, if any, in the actual utilization of the Net
Proceeds of the Issue from the objects of the Issue as stated above; and (ii) details of category wise variations in
the actual utilization of the proceeds of the Issue from the objects of the Issue as stated above. This information
will also be uploaded onto our website and explanation for variation (if any) will be included in our Directors’
report, after placing the same before the Audit Committee.

Variation in Objects

In accordance with Sections 13(8) and 27 of the Companies Act read with Regulation 59 and Schedule XX of the
SEBI ICDR Regulations, our Bank shall not vary the objects of the Issue without our Bank being authorised to do
so by our Shareholders by way of a special resolution through postal ballot. In addition, the notice issued to our
Shareholders in relation to the passing of such special resolution (“Postal Ballot Notice™) shall specify the
prescribed details as required under the Companies Act and applicable rules.

The Postal Ballot Notice shall simultaneously be published in the newspapers, one in English and one in Hindi,
being the vernacular language of Varanasi, Uttar Pradesh where the Registered and Corporate Office is situated
in accordance with the Companies Act and applicable rules. Our Promoter will be required to provide an exit
opportunity to such Shareholders who do not agree with the proposal to vary the objects, at such price, and in such
manner, in accordance with our AoA, and the SEBI ICDR Regulations.

Other Confirmations
No part of the Net Proceeds will be paid by us as consideration to our Promoter, the Directors, Key Managerial
Personnel and Senior Management. Further, there is no existing or anticipated transactions in relation to utilization

of Net Proceeds by our Bank with our Promoter, members of the Promoter Group, the Directors, the Key
Managerial Personnel, Senior Management or our Group Company.
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BASIS FOR THE ISSUE PRICE

The Price Band will be determined by our Bank, in consultation with the BRLMs, on the basis of assessment of
market demand for the Equity Shares offered through the Book Building Process and on the basis of quantitative
and qualitative factors as described below. The face value of the Equity Shares is 210 each and the Issue Price is
[+] times the Floor Price and [*] the Cap Price.

Investors should refer to “Risk Factors”, “Our Business”, “Financial Statements” and “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” beginning on pages 25, 160, 262 and 347,
respectively, to have an informed view before making an investment decision.

Qualitative Factors

We believe the following business strengths allow us to successfully compete in the industry:

1. Sound understanding of microfinance segment and presence in rural and semi-urban areas;
2. Growing deposits with focus on retail deposits;

3. Diversified distribution network with significant cross-selling opportunities;

4. Focus on risk management and effective operations; and

5. Stable growth with cost efficient operational performance;

6. Leadership complementing our strengths.

For further details, see “Our Business - Strengths”’ beginning on page 162.
Quantitative Factors

Some of the information presented below relating to our Bank is derived from the Restated Financial Statements.
For details, see “Financial Statements” beginning on page 262.

Some of the quantitative factors which may form the basis for computing the Issue Price are as follows:
A. Basic and Diluted Earnings Per Share (“EPS”):

As per the Restated Financial Statements:

Fiscal Year ended Basic EPS Diluted EPS Weight
(in%) (inx)
March 31, 2023 4.52 4.51 3
March 31, 2022 0.70 0.70 2
March 31, 2021 1.46 1.46 1
Weighted Average 2.74 2.73

Notes:

i Basic earnings per shares = Net profit after tax, as restated, attributable to equity shareholders / Weighted average number
of basic Equity Shares outstanding during the period/years

ii.  Diluted earnings per share = Net profit after tax, as restated, attributable to equity shareholders / Weighted average number
of diluted Equity Shares outstanding during the period/years

iii. Weighted average = Aggregate of year-wise weighted EPS divided by the aggregate of weights i.e. (EPS x Weight) for each
year/Total of weights

iv.  The above statement should be read with Significant Accounting Policies and the Notes to the Restated Financial Statements
as appearing in “‘Restated Financial Statements” beginning on page 265.

B. Price/Earning (“P/E”) ratio in relation to the Price Band of X [*] to Z[*] per Equity Share:
Particulars P/E at the Floor Price (no. P/E at the Cap Price (no.
of times)* of times)*
Based on basic EPS for Fiscal 2023 [*] [*]
Based on diluted EPS for Fiscal 2023 [*] [*]

“To be updated at Prospectus stage.

C. Industry Peer P/E ratio
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Based on the peer group information (excluding our Bank) given below in this section, the highest P/E
ratio is 403.33, the lowest P/E ratio is 6.93and the average P/E ratio is 67.78.

Particulars Industry Peer P/E Name of the company Face value of the equity
shares (%)
Highest 403.33 Spandana Spoorthy 10
Financial Limited
Lowest 6.93 Ujjivan Small Finance 10
Bank Limited
Average 67.78 - -

Note:

The industry high and low has been considered from the industry peer set provided later in this chapter. The industry composite
has been calculated as the arithmetic average P/E of the industry peer set disclosed in this section. For further details, see “Basis
for the Issue Price — G. Comparison of accounting ratios with with Listed Industry Peers” beginning on page 107.

Industry Peer P/B ratio

Based on the peer group information (excluding our Bank) given below in this section, the highest P/B
ratio is 4.67, the lowest P/B ratio is 1.12 and the average P/B ratio is 2.45.

Particulars Industry Peer P/B Name of the company Face value of the equity
shares %)
Highest 4.67 AU Small Finance Bank 10
Limited
Lowest 1.12 Suryoday Small Finance 10
Bank Limited
Average 2.45 - -

Note:

The industry high and low have been considered from the industry peer set provided later in this chapter. The industry composite
has been calculated as the arithmetic average P/B of the industry peer set disclosed in this section. For further details, see “Basis
for the Issue Price — G. Comparison of accounting ratios with with Listed Industry Peers” beginning on page 107.

Return on Net Worth (“RoNW”)

Derived from the Restated Financial Statements:

Fiscal Year ended RoNW (%) Weight
March 31, 2023 20.22 3
March 31, 2022 3.91 2
March 31, 2021 8.17 1
Weighted Average 12.78

Notes:

i.  The Weighted Average Return on Net Worth is a product of Return on Net Worth and respective assigned weight, dividing
the resultant by total aggregate weight.

ii.  Return on Net Worth = Net Profit, as restated, attributable to equity shareholders / Net Worth, as restated at the end of the
period/years

iii. Networth as per restated financials (Capital and Reserves and Surplus)

iv.  The above statement should be read with Significant Accounting Policies and the Notes to the Restated Financial Statements
as appearing in “‘Restated Financial Statements ” beginning on page 265.

Net Asset Value (“NAV”) per Equity Share

Fiscal year ended/ Period ended NAYV per Equity Share %)
As on March 31, 2023 22.33
As on March 31, 2022 17.56
As on March 31, 2021 16.13
After the completion of the Issue:
- Atthe Floor Price []
- Atthe Cap Price [*]
Issue Price” [*]
" To be updated at Prospectus stage.
Notes:

i.  Net asset value per equity shares = Net Worth, as per restated at the end of the period or years / Total number of Equity
Shares outstanding at the end of the period/years
ii.  Networth as per restated financials (Capital and Reserves and Surplus)
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G.

Comparison of accounting ratios with Listed Industry Peers

Following is the comparison with our peer group companies listed in India and in the same line of
business as our Bank:

Face EPS EPS NAV per
Total Income  Value (Basic) (Diluted) RoNW  equity
Name of the company (R in million) ® P/E P/B ® ® (%) share )
Utkarsh Small Finance
Bank Limited* 28,042.86 10 4] 4] 452 451 2022%  22.33
Listed Peers
Equitas Small Finance g 47 4 5 10 1961 197 471 467  1112% 4644
Bank Limited
Ujjivan Small Finance 17 545 g9 10 6.93 2.01 5.88 587  27.79%  20.25
Bank Limited
Eirﬁﬁgfccess Grameen 55 547,90 10 2413 382 5204 5182  16.18%  326.89
Spandana Sphoorty 14,770.32 10 40333 161 1.74 174  040% 43658
Financial Limited
Bandhan Bank Limited ~ 183,732.50 10 1651 185 1362 1362 11.21% 12158
AU Small Finance 92,398.73 10 3536 467 2186 2174 1301%  164.64
Bank Limited
Suryoday Small 12,811.00 10 2290 112 7.32 732 490%  149.28
Finance Bank Limited
Fusion Micro Finance 47 g9q 79 10 1350 252 4320 4313  16.67% 23074

Limited

* Financial information for Utkarsh Small Finance Bank Limited is derived from the Restated Financial Statements for the year
ended March 31, 2023

Note:

1.  All the financial information for listed industry peers mentioned above is on a consolidated basis (unless otherwise available

only on standalone basis) and is sourced from publicly available resources, being the annual reports/ financial results as

available of the respective company for the year ended March 31, 2023

P/E ratio is calculated as closing share price (July 5, 2023, - BSE) / Diluted EPS for year ended March 31, 2023

P/B ratio is calculated as closing share price (July 5, 2023, -BSE) / NAV per share for year ended March 31, 2023

Basic and Diluted EPS as reported in the annual report/financial results of the company for the year ended March 31, 2023.

Return on net worth (%) = Net profit/(loss) after tax / Net worth at the end of the year

Net asset value per share (in I) = Net worth at the end of the year / Total number of equity shares outstanding at the end of

the year

Net worth includes share capital, reserve and surplus.

8.  The audited financial statement for the year ended March 2023 of Credit Access Grameen Limited, Spandana Sphoorty
Financial Limited and Fusion Micro Finance Limited were prepared as per Ind AS and Utkarsh Small Finance Bank Limited,
AU Small Finance Bank Limited, Equitas Small Finance Bank Limited, Ujjivan Small Finance Bank Limited and Bandhan
Bank Limited were prepared as per Indian GAAP.

o gk wn
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Key operational and financial performance indicators of our Bank

The following are the key performance indicators (“KPIs”) that have been considered for arriving at the
basis for the Issue Price:

Key Performance Indicators (KPIs) Fiscal 2021 Fiscal 2022 Fiscal 2023
Banking Outlets 558 686 830
Gross Loan Portfolio (X in
million) 84,156.60 106,307.25 139,571.08
Gross Loan Portfolio
Growth (%) 26.34% 26.32% 31.29%
Secured Advances as % of
Total Advances 13.82% 21.99% 33.08%
. Total Deposits (X in

Operations  ijjion) 75,075.68 100,741.83 137,101.40
Total Deposits Growth
(%) 43.41% 34.19% 36.09%
CASA Ratio (%) 17.68% 22.37% 20.89%

CASA + Retail Term

Deposits Ratio ( as

percentage of Total

Deposits) (%) 57.51% 59.64% 61.55%
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Capital

Asset Quality

Profitability

Others

Key Performance Indicators (KPIs) Fiscal 2021 Fiscal 2022 Fiscal 2023
Net Worth (% in million) 13,683.53 15,722.97 20,003.21
Total Capital Ratio
(CRAR) (%) 21.88% 21.59% 20.64%
Tier 1 Capital Ratio (%) 19.98% 18.08% 18.25%
Cost of Deposits (%) 7.89% 6.92% 6.71%
Cost of Funds (%) 8.27% 7.47% 6.96%
Gross NPA (%) 3.75% 6.10% 3.23%
SMA 1% 2.62% 1.59% 0.77%
SMA 2% 1.14% 0.88% 0.70%
Provision Coverage Ratio
(excluding technical write-
offs)(%) 65.49% 63.62% 88.29%
Standard Restructured
Advances (%) 3.13% 1.26% 0.22%
Net NPA (%) 1.33% 2.31% 0.39%
Net Profit (X in million) 1,118.15 614.62 4,045.02
Yield on Advances (%) 20.64% 19.57% 19.88%
Net Interest Margin (%) 8.20% 8.75% 9.57%
Credit Cost Ratio (%) 3.97% 5.03% 2.61%
Operating Expenses to
Total Average Assets (%) 5.10% 5.78% 5.92%
Cost to Income Ratio (%) 56.54% 58.90% 54.15%
Return on Total Average
Assets (%) 1.05% 0.48% 2.42%
Return on Average Equity
(%) 9.99% 4.14% 22.84%
Basic EPS 1.46 0.70 4.52
Net Asset Value per
Equity Share 16.13 17.56 22.33

Description on the historic use of the KPIs of our Bank to analyse, track or monitor the operational
and/or financial performance of our Bank

The KPIs disclosed below have been used historically by us to understand and analyze the business
performance, which in result, helps us in tracking and monitoring our performance in comparison to our
peers. The Bidders can refer to the below-mentioned KPIs, being a combination of financial indicators
and operational key performance indicators, to assess our performance over the last three Fiscals and
make an informed decision. The KPIs mentioned below are the only relevant and material KPls
pertaining to us which may have a bearing on the Issue Price.

Key Performance Indicator

Operations

Banking Outlets

Gross Loan
Portfolio
Gross Loan

Portfolio Growth

Secured
Advances as % of
Total Advances

Description and rationale

As defined in RBI’s revised guidelines
on rationalisation ~ of  branch
authorisation policy issued on May 18,
2017, a banking outlet is a fixed-point
service delivery unit, manned by either
bank’s  staff or its  business
correspondent  where  services of
acceptance of deposits, encashment of
cheques/ cash withdrawal or lending of
money are provided for a minimum of
four hours per day for at least five days
a week.

Gross Loan Portfolio includes on-book
and off-book advances.

Gross Loan  Portfolio  Growth
represents growth in Gross Loan
Portfolio for the relevant period/year as
a percentage of Gross Loan Portfolio
for the previous period/year.

Secured Advances as % of Total
Advances is total of secured loan which
includes advances secured by tangible
assets (includes advances against fixed

This metric is used by the
management to assess the
physical presence, footprints
and geographical expansion of
the business of our Bank.

These metrics are used by the
management to assess the
growth in terms of scale and
composition of business of our
Bank.
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Key Performance Indicator

Capital

Asset
Quality

Total Deposits

Total  Deposits
Growth

CASA Ratio (%)
CASA + Retail
Term  Deposits
Ratio (as

percentage of
Total Deposits)

Net Worth

Total Capital
Ratio (CRAR)
(%)

Tier 1 Capital
Ratio (%)

Cost of Deposits
(%)

Cost of Funds (%)

Gross NPA (%)

SMA 1%

SMA 2%

Provision
Coverage
(excluding
technical

Ratio

write-

Description and rationale

deposits and book debts) and advances
covered by bank or government
guarantees/  total advances, in
percentage form.

Total Advances is the aggregate of
bills, purchased and discounted, cash
credits, overdrafts and loans repayable
on demand and term loans.

Total deposits include saving deposits,
current deposits and term deposits.
Saving deposits are demand deposits
for customers that accrue interest,
current deposits are demand deposits
for customers that do not accrue
interest.

Total Deposits Growth represents
increase in deposits for the relevant
period/year as a percentage of total
deposits for the previous period/year
CASA Ratio represents demand
deposits and savings bank deposits as a
percentage of Total Deposits

CASA + Retail Term Deposits Ratio (as
percentage of  Total  Deposits)
represents demand deposits and savings
bank deposits and retail term deposits
as a percentage of Total Deposits.
Retail term deposits are deposits below
% 20 million (except deposits received
from other banks)

A sum of Capital and Reserves

Total Capital Ratio (CRAR) is the total
of Capital to Risk Weighted Asset Ratio
(CRAR) (as a percentage of Credit Risk
Weighted Assets)

Tier 1 Capital Ratio consists mainly of
share capital and disclosed reserves,
and it is a bank's highest quality capital
because it is fully available to cover
losses.

Cost of Deposits is defined as total
interest paid on deposits / Average
Deposits

Cost of Funds is interest expended
divided by total average interest
bearing liabilities calculated on the
basis of quarterly average

Gross NPA (%) is gross non-
performing assets as at the year/period
end / Gross Advances

SMA 1 % — Special Mention Account 1
refers to those standard advances
accounts that show overdue between 31
to 60 days as a percentage of Gross
Loan Portfolio

SMA 2 %- Special Mention Account 2
refers to those standard advances
accounts that show overdue between 61
to 90 days as a percentage of Gross
Loan Portfolio

Provision Coverage Ratio (excluding
technical write-offs) (%) is calculated
as  (GNPA-NNPA)/ GNPA, in
percentage form

These metrics are used by the
management to ensure the
adequacy of capital for the
business growth of our Bank.

These metrics are used by the
management to assess the cost
for financial resources which
are deployed for the business
growth of our Bank.

These metrics are used by the
management to assess the asset
quality of the loan portfolio and
adequacy of provisions against
the delinquent loans.
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Key Performance Indicator

Profitability

Others

offs)(%)

Standard
Restructured
Advances (%)

Net NPA (%)

Net Profit

Yield on
Advances (%)

Net Interest
Margin (%)

Credit Cost Ratio
(%)

Operating
Expenses to Total
Average  Assets
(%)

Cost to Income
Ratio (%)
Return on Total
Average  Assets
(%)

Return on
Average  Equity
(%)

Basic EPS

Net Asset Value
per Equity Share

Description and rationale

Standard Restructured Advances is a
Standard Restructured Outstanding
Portfolio as % of Gross Advances.

Standard Restructured Outstanding
Portfolio is balance outstanding for
loans which were restructured earlier
and are standard as on reporting date
Net NPA is net Non-Performing Assets
as at the year/period end / Net
Advances

Net Profit is net profit after tax
available for equity shareholders

Yield on Advances is interest earned on
loans and advances / average of total
advances on book calculated on the
basis of quarterly average balances

Net Interest Margin is the difference of
interest earned and interest expended
divided by the average interest-earning
assets calculated on the basis of
quarterly average balances.

Credit Cost Ratio is credit cost
(including Provisions and write-offs) /
average of total balance of advances
calculated on the basis of quarterly
average balances

Operating Expenses to Total Average
Assets is expressed as Operating
expenses as percentage of total average
assets calculated on the basis of
quarterly average balances

Cost to Income Ratio is Operating
expenses / (net interest income + other
income)

Return on Total Average Assets is
Profit after tax / average of total assets
on book calculated on the basis of
quarterly average balances

Return on Average Equity is profit after
tax / average net worth calculated on the
basis of quarterly average balances
Basic EPS is calculated by dividing the
net profit or loss after tax for the year
attributable to equity shareholders by
the weighted average number of equity
shares outstanding during the year.

Net Asset Value per Equity Share is
defined as Net Worth, as restated at the
end of the period or years / Total
number of Equity Shares outstanding at
the end of the period/years.

This metrics is used by the
management for assessing the
financial performance of our
Bank during a particular period.

These metrics are used by the
management to assess the
financial and  profitability
metrics and cost efficiency of
the business of our Bank.

These metrics are used by the
management to assess the
returns on the deployed capital
and the assets in the business of
our Bank

These metrics are used by the
management to assess the
Earnings on the Capital
deployed in the business and
value per equity share of the net
assets of our Bank.
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J. Comparison of KPIs with Listed Peers

Table 1:
Utkarsh Small Finance Bank Limited Equitas Small Finance Bank Limited Ujjivan Small Finance Bank Limited
FY 2023 FY FY FY 2023 FY FY 2021 FY 2023 FY FY 2021
2022 2021 2022 2022

Operations
Banking Outlets 830 686 558 938 869 861 644 575 575
Gross Loan Portfolio (X in million) 1,39,571 1,06,307 84,157 278,610  2,05,970 1,79,250 2,40,850 1,74,877  1,64,631
Gross Loan Portfolio Growth (%) 31.29% 26.32%  26.34% 35.27% 14.91% 16.65% 32.61% 6.22% 16.32%
Secured Advances as % of Total 33.08% 21.99%  13.82% NA 80.78% 80.41% 27.00% 26.16% 27.38%
Advances
Total Deposits (X in million) 1,37,101 1,00,742 75,076 2,53,806 1,89,510 1,63,920 2,555,380 1,82,922  1,31,358
Total Deposits Growth (%) 36.09% 34.19%  43.41% 33.93% 15.61% 51.95% 39.61% 39.26% 21.85%
CASA Ratio (%) 20.89% 22.37%  17.68% 42.30% 52.00% 34.25% 26.40% 27.30% 20.55%
CASA + Retail Term Deposits Ratio 61.55% 59.64%  57.51% 77.50% 89.43% 70.05% 66.00% 54.24% 47.52%
(as percentage of Total Deposits)
(%)
Capital
Net Worth 20,003 15,723 13,684 51,579 42,460 33,963 42,090 27.604 31,750
Total Capital Ratio (CRAR) (%) 20.64% 21.59%  21.88% 23.80% 25.16% 24.18% 25.81% 18.99% 26.44%
Tier 1 Capital Ratio (%) 18.25% 18.08%  19.98% 23.08% 24.53% 23.23% 22.69% 17.70% 25.06%
Cost of Deposits (%) 6.71% 6.92% 7.89% NA 6.42% 7.14% NA 5.69% 6.53%
Cost of Funds (%) 6.96% 7.47% 8.27% 6.48% 6.75% 7.66% 6.08% 5.70% 6.93%
Asset Quality
Gross NPA (%) 3.23% 6.10% 3.75% 2.60% 4.24% 3.73% 2.60% 7.34% 7.07%
SMA 1% 0.77% 1.59% 2.62% NA NA NA NA NA NA
SMA 2% 0.70% 0.88% 1.14% NA NA NA NA NA NA
Provision Coverage Ratio 88.29% 63.62%  65.49% 56.90% 42.73% 58.59% 98.00% 92.20% 60.34%
(excluding technical write-offs) (%)
Standard  Restructured Advance 0.22% 1.26% 3.13% NA 3.12% NA NA NA NA
Ratio (%)
Net NPA (%) 0.39% 2.31% 1.33% 1.14% 2.47% 1.58% 0.04% 0.61% 2.93%
Profitability
Net Profit (% in million) 4,045 615 1,118 5,736 2,810 3,842 11,000 -4,146 83
Yield on Advances (%) 19.88% 19.57%  20.64% 16.67% 17.33% 18.96% 19.73% 16.73% 18.22%
Net Interest Margin (%) 9.57% 8.75% 8.20% 8.22% 7.89% 8.17% 9.48% 8.07% 8.91%
Credit Cost Ratio (%) 2.61% 5.03% 3.97% 1.32% 2.73% 2.45% 0.06% 7.41% 5.60%
Operating Expenses to Total 5.92% 5.78% 5.10% 6.59% 6.60% 6.04% 6.33% 6.80% 6.34%

Average Assets (%)
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Cost to Income Ratio (%)
Return on Total Average Assets (%)

Utkarsh Small Finance Bank Limited

FY 2023 FY FY
2022 2021
54.15% 58.90%  56.54%
2.42% 0.48% 1.05%

Equitas Small Finance Bank Limited

FY 2023 FY FY 2021
2022
63.41% 66.12%  59.99%

1.85% 1.09% 1.75%

Ujjivan Small Finance Bank Limited

FY 2023 FY FY 2021
2022
54.82% 71.68% 60.34%

3.86% -1.89% 0.04%

Return on Average Equity (%) 22.84% 4.14% 9.99% 12.20% 7.35% 12.52% 31.37% -13.97% 0.26%
Others

Basic EPS 4.52 0.70 1.46 4.71 2.43 3.53 5.88 -2.40 0.05

Net Asset Value per Equity Share 22.33 17.56 16.13 NA 33.91 29.81 20.50 15.10 17.50

NA means Not Applicable; Source: CRISIL Report, page 158

Table 2:
Credit Access Grameen Limited Spandana Sphoorty Financial Limited Bandhan Bank Limited
FY 2023 FY FY 2021 FY 2023 FY 2022 FY 2021 FY 2023 FY 2022 FY 2021
2022

Operations
Banking Outlets 1,786 1,164 964 1,227 1,120 1,052 6,012 5,629 5,310
Gross Loan Portfolio (% in millions) 1,75,610 1,37,320 1,13,410 85,110 61,599 73,285 10,91,200  9,93,380  8,70,430
Gross Loan Portfolio Growth (%) 27.88% 21.08%  14.60% 29.33% -15.95%  46.04% 9.85% 14.13% 29.46%
Secured Advances as % of Total NA 0.08% 0.06% NA 1.87% 1.64% NA 33.15% 30.21%
Advances
Total Deposits (Z in million) NM NM NM NM NM NM 10,80,693  9.63,306  7.79,722
Total Deposits Growth (%) NM NM NM NM NM NM 12.19% 23.54% 36.60%
CASA Ratio (%) NM NM NM NM NM NM 39.30% 41.61% 43.38%
CASA + Retail Term Deposits Ratio NM NM NM NM NM NM 71.20% 77.30% 78.80%
(as percentage of Total Deposits)
(%)
Capital
Net Worth 51,070 39,398 36,340 30,992 30,899 27,511 1,95,842 1,73,811  1,74,082
Total Capital Ratio (CRAR) (%) 23.58% 26.54%  31.75% 36.87% 50.74%  39.20% 19.76% 20.10% 23.47%
Tier 1 Capital Ratio (%) NA 25.87%  30.50% NA 50.55%  39.74% 18.70% 18.89% 14.63%
Cost of Deposits (%) NM NM NM NM NM NM NA 4.95% 5.87%
Cost of Funds (%) 8.30% 8.18% 8.82% 12.86% 11.86%  10.10% 5.34% 4.88% 5.89%
Asset Quality
Gross NPA (%) 1.21% 3.12% 4.38% 1.95% 15.0% 5.60% 4.90% 6.46% 6.81%
SMA 1% NA NA NA NA NA NA NA NA NA
SMA 2 % NA NA NA NA NA NA NA NA NA
Provision Coverage Ratio (excluding 71.58% 70.55% NA 70.00% NA NA 76.82% 87.23% 67.38%
technical write-offs) (%)
Standard  Restructured  Advance NA NA NA NA NA NA NA NA NA
Ratio (%)
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Credit Access Grameen Limited

Spandana Sphoorty Financial Limited

Bandhan Bank Limited

FY 2023 FY FY 2021 FY 2023 FY 2022 FY 2021 FY 2023 FY 2022 FY 2021
2022

Net NPA (%) 0.35% 0.94% 1.37% 0.58% 6.20% 3.10% 1.20% 1.66% 3.51%
Profitability
Net Profit (X in million) 8,260 3,821 1,420 124 695 1,455 21,946 1,258 22,055
Yield on Advances (%) 19.39% 19.16%  19.67% 19.24% 21.47%  22.88% 13.86% 13.88% 14.69%
Net Interest Margin (%) 10.75% 9.72% 9.80% 9.96% 12.12%  14.73% 6.29% 6.87% 7.32%
Credit Cost Ratio (%) 2.04% 4.16% 6.85% 6.07% 7.72% 10.83% 2.85% 8.98% 6.67%
Operating Expenses to Total 4.22% 3.93% 3.84% 5.55% 4.76% 3.26% 3.15% 2.78% 2.73%
Average Assets (%)
Cost to Income Ratio (%) 37.40% 35.38%  34.57% 51.01% 38.56%  21.63% 39.54% 30.54% 29.13%
Return on Total Average Assets (%) 4.20% 2.78% 1.22% 0.15% 0.91% 2.02% 1.49% 0.10% 2.13%
Return on Average Equity (%) 17.81% 10.09% 4.51% 0.40% 2.38% 5.41% 11.87% 0.72% 13.53%
Others
Basic EPS 52.04 24.54 9.52 1.74 10.75 22.55 13.62 0.78 13.70
Net Asset Value per Equity Share NA NA NA NA NA NA NA 100.14 106.47

NA means Not Applicable
NM means Not Meaningful;
Source: CRISIL Report, page 158

Table 3:
AU Small Finance Bank Limited Suryoday Small Finance Bank Limited Fusion Micro Finance Limited
FY 2023 FY FY 2021 FY 2023 FY 2022 FY 2021 FY 2023 FY 2022 FY 2021
2022

Operations
Banking Outlets 795 919 744 519 565 556 1,086 934 725
Gross Loan Portfolio ( in millions) 5,91,580 4,67,890 3,53,560 61,140 50,640 42,060 92,960 67,860 46,380
Gross Loan Portfolio Growth (%) 23.68% 32.34% 29.83% 20.75% 20.40% 13.34% 36.99% 46.31% 28.60%
Secured Advances as % of Total 92.00% 90.74% 93.91% 39.00% 30.34% 26.38% NA 0.43% 0.08%
Advances
Total Deposits (Z in million) 6,93,650 525,846 3,59,793 57,667 38.490 32,550 NM NM NM
Total Deposits Growth (%) 31.91% 46.15% 37.51% 34.24% 18.25% 14.25% NM NM NM
CASA Ratio (%) 38.00% 37.29% 23.00% 17.10% 18.81% 15.45% NM NM NM
CASA + Retail Term Deposits Ratio 69.00% 66.00% 56.88% 73.10% 78.10% 80.00% NM NM NM
(as percentage of Total Deposits) (%)
Capital
Net Worth 1,09,773 74,727 61,721 15,847 15,051 15,969 23,219 13,379 12,464
Total Capital Ratio (CRAR) (%) 23.59% 20.99% 23.37% 33.70% 37.90% 51.50% 27.94% 21.94% 27.26%
Tier 1 Capital Ratio (%) 21.80% 19.69% 21.53% 30.80% 34.40% 47.20% NA 19.93% 25.52%
Cost of Deposits (%) NA 5.11% 5.98% NA 6.43% 7.81% NM NM NM
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Cost of Funds (%)

Asset Quality

Gross NPA (%)

SMA 1%

SMA 2%

Provision Coverage Ratio (excluding
technical write-offs) (%)

Standard  Restructured  Advance
Ratio (%)

Net NPA (%)

Profitability

Net Profit (% in million)

Yield on Advances (%)

Net Interest Margin (%)

Credit Cost Ratio (%)

Operating Expenses to Total Average
Assets (%)

Cost to Income Ratio (%)

Return on Total Average Assets (%)
Return on Average Equity (%)
Others

Basic EPS

Net Asset Value per Equity Share

AU Small Finance Bank Limited

FY 2023
5.63%

1.66%
NA
NA

75.00%

NA
0.42%

14,279
13.10%
5.56%
0.19%
4.32%

63.01%
1.79%
15.44%

21.86
165.00

FY
2022
5.29%

1.98%
NA
NA

75.00%

2.50%
0.50%

11,300
12.10%
5.36%
0.89%
4.00%

57.07%
1.87%
16.56%

18.03
239.00

FY 2021
6.50%

4.25%
NA
NA

50.00%

1.80%
2.18%

11,707
12.82%
5.05%
2.27%
3.54%

43.46%
2.50%
22.31%

38.19
201.00

Suryoday Small Finance Bank Limited

FY 2023

6.10%

3.13%
NA
NA

51.43%

NA

1.55%

777
19.04%
8.28%
2.62%
5.62%

60.02%
0.86%
5.03%

7.32
149.28

FY 2022

6.31%

11.80%
NA
NA

69.83%

10.40%

5.97%

-930
18.72%
7.85%
8.98%
5.55%

60.93%
-1.25%
-6.00%

-8.76
140.00

FY 2021

8.09%

9.41%
NA
NA

63.73%

2.70%

4.73%

120
17.73%
6.80%
4.50%
5.44%

64.44%
0.20%
0.89%

1.32
150.40

Fusion Micro Finance Limited

FY 2023
10.24%

3.46%
NA
NA

75.50%

NA
0.87%

3,871
22.92%
11.50%

2.41%

5.34%

38.44%
4.65%
21.16%

43.29
NA

FY 2022

9.83%

5.71%
NA
NA

71.26%

NA

1.71%

217
20.71%
8.66%
5.62%
4.75%

45.81%
0.33%
1.68%

2.67
NA

FY 2021

10.29%

5.50%
NA
NA
NA

NA

2.20%

439
21.48%
9.54%
4.38%
4.37%

44.26%
0.87%
3.60%

5.56
NA

NA means Not Applicable
NM means Not Meaningful
Source: CRISIL Report, page 159
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Disclosure of all the Key Performance Indicators pertaining to our Bank that have been disclosed
to its investors at any point of time during the three years preceding to the date of this Red Herring
Prospectus

The Audit Committee vide their resolution dated July 6, 2023, has taken on record that other than the key
performance indicators set forth under “— Key Performance Indicators” above, our Bank has not
disclosed any other such key performance indicators during the last three years preceding the date of the
RHP previously to our earlier investors. Further, the KPIs herein have been certified by JHS & Associates
LLP, Chartered Accountants pursuant to certificate dated July 6, 2023.

WACA, floor price and cap price

1.

The price per share of our Bank based on the primary/ new issue of Equity Shares or convertible
securities

Our Bank has not issued any Equity Shares or convertible securities, excluding Equity Shares
issued under an employee stock option scheme and issuance of bonus shares, during the 18
months preceding the date of this Red Herring Prospectus, where such issuance is equal to or
more that 5% of the fully diluted paid-up Equity Share capital of our Bank (calculated based on
the pre-lIssue capital before such transaction(s) and excluding employee stock options granted
but not vested), in a single transaction or multiple transactions combined together over a span
of rolling 30 days.

The price per share of our Bank based on secondary sale/ acquisitions of Equity Shares or
convertible securities

There have been no secondary sale/ acquisitions of Equity Shares or any convertible securities,
by our Promoter during the 18 months preceding the date of this Red Herring Prospectus, where
either acquisition or sale is equal to or more than 5% of the fully diluted paid up equity share
capital of our Bank (calculated based on the pre-lssue capital before such transaction/s and
excluding employee stock options granted but not vested), in a single transaction or multiple
transactions combined together over a span of rolling 30 days.

As on the date of this Red Herring Prospectus, other than our Promoter, there are no persons or
entities that form a part of our Promoter Group.

Since there are no such transaction to report to under L(1) and (2) above, the following are the
details basis the last five primary transactions (excluding Equity Shares issued under an
employee stock option scheme and issuance of bonus Equity Shares, as applicable) or secondary
transactions (secondary transactions where Promoter* is a party to the transaction), not older
than three years prior to the date of this Red Herring Prospectus irrespective of the size of
transaction:

* As on the date of this Red Herring Prospectus, other than our Promoter, there are no persons or entities that form a
part of our Promoter Group.

Primary transactions

Date of Nature of No. of Cost per  Total Cost Cumulative  Cumulative
allotment  transaction Equity Equity (in®) amount paid No. of
Shares Share (in for the Equity Equity
) Shares Shares
(in®)
September  Private 4,402,515 31.80 139,999,977 139,999,977 4,402,515
29, 2021 placement
September 1, Private 3,459,119 31.80 109,999,984 249,999,961 7,861,634
2021 placement
August 18,  Private 3,144,654 31.80 99,999,997 349,999,958 11,006,288
2021 placement
August 13,  Private 12,578,616 31.80 399,999,989 749,999,947 23,584,904
2021 placement
August 2, Private 23,584,905 31.80 749,999,979 1,499,999,926 47,169,809
2021 placement
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Date of Nature of No. of Cost per  Total Cost Cumulative  Cumulative

allotment  transaction Equity Equity (in%) amount paid No. of
Shares Share (in for the Equity Equity
) Shares Shares
(in%)
Total 1,499,999,926 47,169,809
Weighted average cost of acquisition 31.80

Secondary transactions

Date of Nature of No.of  Costper Total Cost Cumulative Cumulative
acquisition/ transaction Equity Equity (in%) amount No. of
transfer Shares Share paid for the Equity
(in%) Equity Shares
Shares
(in%)
November  Transfer of 1,000 27.00 27,000 27,000 1,000

23,2020%  ownership by
Mr. Abhisheka

Kumar to
Utkarsh
Corelnvest
Limited
Total 27,000 1,000
Weighted average cost of acquisition 27.00

SPursuant to the resolution passed by UCL on August 29, 2019 and October 11, 2019, the beneficial ownership of 1,000
Equity Shares was transferred by Mr. Abhisheka Kumar to UCL for a purchase consideration of % 27 per Equity Share
on October 11, 2019. Subsequently, Mr. Abhisheka Kumar was designated as a nominee shareholder of Utkarsh
Corelnvest Limited, holding 1,000 Equity Shares. On November 23, 2020, Mr. Abhisheka Kumar transferred the legal
ownership of 999 Equity Shares to the Promoter, and one Equity Share to Mr. Rahul Dey who was designated as a
nominee shareholder of Utkarsh Corelnvest Limited on November 27, 2020

4, Weighted average cost of acquisition, floor price and cap price
Past Transactions Weighted Average Cost of Floor pricein ¥  Cap price in %
Acquisition (in ¥)** [ [
WACA* of primary issuance 31.80 [+] times [+] times
WACA* of secondary 27.00 [+] times [+] times

transactions
* WACA- Weighted average cost of acquisition
#To be included on finalisation of the Price Band
** As certified by JHS & Associates LLP, Chartered Accountants, vide their certificate dated July 6, 2023.

The Issue Price is [*] times of the face value of the Equity Shares

The Issue Price is [+] times of the face value of the Equity Shares. The Issue Price of X [+] has been
determined by our Bank in consultation with the Book Running Lead Managers, on the basis of
assessment of market demand from investors for Equity Shares through the Book Building Process and
is justified in view of the above qualitative and quantitative parameters.

Investors should read the abovementioned information along with “Risk Factors”, “Our Business”,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
“Financial Statements” beginning on pages 25, 160, 347 and 262, respectively, to have a more informed
view. The trading price of our Equity Shares could decline due to the factors mentioned in “Risk Factors”
beginning on page 25 and you may lose all or part of your investments.
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STATEMENT OF SPECIAL TAX BENEFITS

STATEMENT OF SPECIAL TAX BENEFITS AVAILABLE TO UTKARSH SMALL FINANCE BANK
LIMITED (“THE BANK”) AND THE SHAREHOLDERS OF THE BANK UNDER THE DIRECT AND
INDIRECT TAX LAWS IN INDIA

The Board of Directors

Utkarsh Small Finance Bank Limited
Utkarsh Tower, NH - 31 (Airport Road),
Sehmalpur, Kazi Sarai, Harhua,
Varanasi - 221105

Uttar Pradesh, India

Dear Sirs,

Sub: Statement of possible Special Tax Benefits available to the Bank and its equity shareholders under the
direct and indirect tax laws

We refer to the proposed initial public offering of equity shares (the “Offer”) of Utkarsh Small Finance Bank
Limited) (“USFBL” or the “Bank”). We enclose herewith the statement (the “Annexure”) showing the current
position of special tax benefits available to the Bank and to its shareholders as per the provisions of the Indian
direct and indirect tax laws including the Income-tax Act, 1961 (Act) as amended by the Finance Act 2023, i.e.
applicable for the Financial Year 2023-24 relevant to the Assessment Year 2024-25, the Central Goods and
Services Tax Act, 2017, the Integrated Goods and Services Tax Act, 2017, the Union Territory Goods and Services
Tax Act, 2017, respective State Goods and Services Tax Act, 2017 (collectively the “GST Act”), the Customs
Act, 1962 (“Customs Act”) and the Customs Tariff Act, 1975 (“Tariff Act”) (collectively the ““Taxation Laws”)
including the rules, regulations, circulars and notifications issued in connection with the Taxation Laws, as
presently in force and applicable to the Assessment Year 2024-25 relevant to the Financial Year 2023-24 for
inclusion in the Red Herring Prospectus (“RHP”) and Prospectus for the proposed initial public offering of shares
of the Bank as required under the Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2018, as amended (“ICDR Regulations”).

Several of these benefits are dependent on the Bank or its shareholders fulfilling the conditions prescribed under
the relevant provisions of the Taxation Laws. Hence, the ability of the Bank or its shareholders to derive these
direct and indirect tax benefits is dependent upon their fulfilling such conditions.

The benefits discussed in the enclosed Annexure are neither exhaustive nor conclusive. The contents stated in the
Annexure are based on the information and explanations obtained from the Bank. This statement is only intended
to provide general information to guide the investors and is neither designed nor intended to be a substitute for
professional tax advice. In view of the individual nature of the tax consequences and the changing tax laws, each
investor is advised to consult their own tax consultants, with respect to the specific tax implications arising out of
their participation in the Offer particularly in view of the fact that certain recently enacted legislation may not
have a direct legal precedent or may have a different interpretation on the benefits, which an investor can avail.
We are neither suggesting nor are we advising the investors to invest or not to invest money based on this
statement.

We do not express any opinion or provide any assurance whether:

° The Bank or its Shareholders will continue to obtain these benefits in future;
° The conditions prescribed for availing the benefits have been/would be met;
° The revenue authorities/courts will concur with the views expressed herein.

This statement is provided solely for the purpose of assisting the Bank in discharging its responsibilities under the
ICDR Regulations. We hereby give our consent to include this report and the enclosed Annexure regarding the
tax benefits available to the Bank and its shareholders in the RHP and Prospectus for the proposed initial public
offer of equity shares which the Bank intends to file with the Registrar of Companies, Utter Pradesh and submit
to the Securities and Exchange Board of India and the National Stock Exchange of India Limited and BSE Limited
(the "Stock Exchanges') where the equity shares of the Bank are proposed to be listed, as applicable, provided
that the below statement of limitation is included in the RHP and Prospectus.
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LIMITATIONS

Our views expressed in the enclosed Annexure are based on the facts and assumptions indicated above. No
assurance is given that the revenue authorities/courts will concur with the views expressed herein. Our views are
based on the information, explanations and representations obtained from the Bank and on the basis of our
understanding of the business activities and operations of the Bank and the existing provisions of taxation laws
in force in India and its interpretation, which are subject to change from time to time. We do not assume
responsibility to update the views consequent to such changes. Reliance on the statement is on the express
understanding that we do not assume responsibility towards the investors and third parties who may or may not
invest in the initial public offer relying on the statement. This statement has been prepared solely in connection
with the proposed initial public offering of equity shares of the Bank under the ICDR Regulations.

For Deloitte Haskins & Sells For Kirtane & Pandit LLP

Chartered Accountants Chartered Accountants

(Firm Registration No. 117365W) (Firm Registration No. 105215W/W100057)
G. K. Subramaniam Aditya Kanetkar

Partner Partner

Membership No. 109839 Membership No. 149037

UDIN: 23109839BGXPZB2149 UDIN: 23149037BGUGJIN3806

Place: Mumbai Place: Mumbai

Date: May 31, 2023 Date: May 31, 2023
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ANNEXURE TO THE STATEMENT OF SPECIAL TAX BENEFITS AVAILABLE TO UTKARSH
SMALL FINANCE BANK LIMITED (“BANK”) AND BANK’S SHAREHOLDERS
(“SHAREHOLDERS”)

The information provided below sets out the possible special direct and indirect tax benefits available to Utkarsh
Small Finance Bank Limited (“USFBL” or “the Bank”) and the shareholders of the Bank in a summary manner
only and is not a complete analysis or listing of all potential tax consequences of the subscription, ownership and
disposal of equity shares of the Bank, under the current Tax Laws presently in force in India. Several of these
benefits are dependent on the shareholders fulfilling the conditions prescribed under the relevant Tax Laws.
Hence, the ability of the shareholders to derive the tax benefits is dependent upon fulfilling such conditions, which,
based on business / commercial imperatives a shareholder faces, may or may not choose to fulfill. We do not
express any opinion or provide any assurance as to whether the Bank or its shareholders will continue to obtain
these benefits in future. The following overview is not exhaustive or comprehensive and is not intended to be a
substitute for professional advice. In view of the individual nature of the tax consequences and the changing tax
laws, each investor is advised to consult their own tax consultant with respect to the specific tax implications
arising out of their participation in the Offer. We are neither suggesting nor are we advising the investor to invest
money or not to invest money based on this statement.

The statement below covers only relevant special direct and indirect tax law benefits and does not cover benefits
under any other law.

INVESTORS ARE ADVISED TO CONSULT THEIR OWN TAX CONSULTANT WITH RESPECT TO
THE TAX IMPLICATIONS OF AN INVESTMENT AND CONSEQUENCES OF PURCHASING,
OWNING AND DISPOSING OF EQUITY SHARES IN THE SECURITIES, PARTICULARLY IN VIEW
OF THE FACT THAT CERTAIN RECENTLY ENACTED LEGISLATION MAY NOT HAVE A
DIRECT LEGAL PRECEDENT OR MAY HAVE A DIFFERENT INTERPRETATION ON THE
BENEFITS, WHICH AN INVESTOR CAN AVAIL IN THEIR PARTICULAR SITUATION.

STATEMENT OF POSSIBLE SPECIAL DIRECT TAX BENEFITS AVAILABLE TO THE BANK AND
SHAREHOLDERS OF THE BANK

A SPECIAL DIRECT TAX BENEFITS AVAILABLE TO THE BANK

The statement of tax benefits enumerated below is as per the Act as amended from time to time and
applicable for Financial Year 2023-24 relevant to Assessment Year 2024-25.

Lower Corporate tax rate under section 115BAA of the Act

. As per section 1 15BAA of the Act inserted by the Taxation Laws (Amendment) Act, 2019 (“the
Amendment Act, 2019”) w.e.f. April 1, 2020 i.e. AY 2020-21 an option is granted to the
domestic companies to compute corporate tax at a reduced rate of 25.17% (22% plus surcharge
of 10% and cess of 4%), provided the taxpayer does not avail specified exemptions/incentives
and complies with other conditions specified in section 115BAA of the Act. Further, the
taxpayer availing such option will not be required to pay Minimum Alternate Tax (“MAT”) on
its book profits under section 115JB of the Act.

However, such company will not be eligible to avail specified exemptions / incentives under
the Act and will also need to comply with the other conditions specified in section 115BAA of
the Act. Also, if a company opts for section 115BAA of the Act, the tax credit (under section
115JAA of the Act), if any, which it is entitled to on account of MAT paid in earlier years, will
no longer be available. Further, it shall not be allowed to claim set-off of any brought forward
loss arising to it on account of additional depreciation and other specified incentives.

The Bank has exercised the aforesaid option to be taxed at the reduced rate of 25.17% (including
surcharge and cess).

Deduction in respect of inter-corporate dividends — Section 80M of the Act
. Dividend is taxable in the hands of the shareholder, hence, the Bank shall be required to deduct
tax at source at applicable rates specified under the Act, subject to Double Taxation Avoidance

Agreement, in case of shareholders who are eligible to claim benefit under Double Taxation
Avoidance Agreement.
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o As per the provisions of section 80M of the Act, a resident corporate shareholder can claim a
deduction of an amount equal to dividends received from another domestic company or a
foreign company or a business trust. Such deduction shall be claimed from gross total income
of the resident corporate shareholder and shall not exceed the amount of dividend distributed
by it on or before the due date. The “due date” means the date one month prior to the date for
furnishing the return of income under sub-section (1) of section 139 of the Act.

Deduction under section 80JJAA of the Act

. As per the provisions of Section 80JJAA of the Act, where the gross total income of an assessee,
to whom provisions of section 44AB of the Act applies, includes any profit and gains derived
from business, then such assessee shall be entitled to claim a deduction of an amount equal to
thirty percent of additional employee cost incurred in the course of such business in the previous
year, for three assessment years including the assessment year relevant to the previous year in
which such employment is provided. The eligibility to claim the deduction is subject to
fulfilment of prescribed conditions specified in sub-section (2) of section 80JJAA of the Act.

Deduction for Bad and doubtful debts

o The Bank, being a Small Finance Bank, is entitled for accelerated deduction of bad and doubtful
debts in terms of provision for bad and doubtful debts up to a specified limit under section
36(1)(viia) of the Act in computing its income under the head “Profits and gains of Business or
Profession”(computed before making any deduction under this section and Chapter VI-A). The
said deduction, which represents a timing difference for tax purposes, is available to the extent
of 8.5% of the gross total income and 10% of the aggregate average advances made by rural
branches of such bank, subject to the satisfaction of prescribed conditions. However, subsequent
claim of deduction of actual bad debts under section 36(1)(vii) of the Act shall be reduced to
the extent of deduction already allowed under section 36(1)(viia) of the Act. Where a deduction
has been allowed in respect of a bad debt or part thereof under the provisions of section
36(1)(vii)/36(1)(viia) of the Act, then, if any amount is subsequently recovered, the said amount
is deemed to be profits and gains of business or profession under section 41 of the Act and is
taxable accordingly to the extent it exceeds the deduction earlier allowed.

Other deductions

. Further, the Bank being a Small Finance Bank, is also eligible for a deduction of 20% of the
eligible profits or an amount transferred to the special reserve, whichever is lower, as per the
provisions of section 36(1)(viii) of the Act in computing its income under the head “Profits and
gains of Business or Profession” (computed before making any deduction under this section).
However, where the aggregate amounts transferred to such special reserve from time to time,
exceeds two hundred percent of the paid-up share capital and general reserves, the Bank shall
not get a deduction for such excess.

. In terms of section 43D of the Act, and subject to the conditions specified therein interest income
of a bank and certain other specified financial institutions on certain categories of bad and
doubtful debts as specified in Rule 6EA of the Income-tax Rules, 1962, shall be chargeable to
tax only in the year of receipt or credit to Profit and Loss Account, whichever is earlier.

SPECIAL DIRECT TAX BENEFITS AVAILABLE TO THE SHAREHOLDERS

. The Bank would be required to deduct tax at source on the dividend paid to the shareholders, at
applicable rates specified under the Act, subject to Double Taxation Avoidance Agreement, in
case of shareholders who are eligible to claim benefit under Double Taxation Avoidance
Agreement. In case of shareholders who are individuals, Hindu Undivided Family, Association
of Persons, Body of Individuals, whether incorporated or not and every artificial juridical
person, surcharge would be restricted to 15%, if the income exceeds INR 1 crore. However, if
the income is between INR 50 lakhs to INR 1 crore, surcharge at the rate of 10% shall apply.
The shareholders would be eligible to claim the credit of such tax in their return of income.

. As per the provisions of section 80M of the Act, a resident corporate shareholder can claim
deduction of an amount equal to dividends received from another domestic company or a
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foreign company or a business trust. Such deduction shall be claimed from gross total income
of the resident corporate shareholder and shall not exceed the amount of dividend distributed
by it on or before the due date. The “due date” means the date one month prior to the date for
furnishing the return of income under sub-section (1) of section 139 of the Act.

As per Section 112A of the Act, long-term capital gains arising from transfer of an equity share?,
or a unit of an equity-oriented fund? or a unit of a business trust® shall be taxed at 10% (plus
applicable surcharge and cess) (without indexation) of such capital gains subject to fulfillment
of prescribed conditions under the Act as well as per Notification No.
60/2018/F.N0.370142/9/2017-TPL dated 1 October 2018. It is worthwhile to note that tax shall
be levied where such capital gains exceed INR 1,00,000.

As per Section 111A of the Act, short term capital gains arising from transfer of a listed equity
share, or a unit of an equity-oriented fund or a unit of a business trust shall be taxed at 15%
(plus applicable surcharge and cess) subject to fulfillment of prescribed conditions under the
Act.

The non-resident shareholders can offer the income to tax under the beneficial provisions of the
Double Taxation Avoidance Agreement, if any, subject to eligibility and furnishing of requisite
documents such as tax residency certificate, electronically filed Form 10F, No Permanent
Establishment Certificate, etc (as may be applicable) Further, the non-resident shareholders
would be eligible to claim the foreign tax credit, based on the local laws of the country of which
the shareholder is the resident. Shareholders being Individual and HUF can opt to be taxed as
per the new tax rates mentioned under section 115BAC of the Act.

There are no other possible special tax benefits available to the Shareholders of the Bank for
investing in the shares of the Bank.

STATEMENT OF POSSIBLE SPECIAL INDIRECT TAX BENEFITS AVAILABLE TO THE BANK
AND SHAREHOLDERS OF THE BANK

The Central Goods and Services Tax Act, 2017, the Integrated Goods and Services Tax Act, 2017, the Union
Territory Goods and Services Tax Act, 2017, respective State Goods and Services Tax Act, 2017, the Customs
Act, 1962 and the Customs Tariff Act, 1975 (collectively referred to as “Indirect tax laws”).

A

B.

SPECIAL INDIRECT TAX BENEFITS AVAILABLE TO THE BANK

As per the GST law (vide GST notification no 12/2017- Central Tax (Rate) dated 28 June 2017),
income earned out of extending deposits, loans or advances in so far as the consideration is
represented by way of interest or discount is exempted from payment of GST. Thus, interest
income earned by Banks is exempted from payment of GST.

Further, in accordance to the provisions of the GST law, every registered person is required to
reverse input tax credit attributable to the exempt income (arrived by determining the ratio of
exempt income over total income). However, Banks are given an option to reverse merely 50%
of their total eligible input tax credit.

SPECIAL INDIRECT TAX BENEFITS AVAILABLE TO THE SHAREHOLDERS

There are no possible special indirect tax benefits available to the shareholders of the Bank.

1
2
3

Where Securities Transaction Tax (STT) was paid on the acquisition and transfer of such share
Where STT was paid on the transfer of such unit
Where STT was paid on the transfer of such unit
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SECTION IV ABOUT OUR BANK
INDUSTRY OVERVIEW

Unless otherwise indicated, industry and market data used in this section has been derived from the report
“Report on Small Finance Banks and various loan products” dated July, 2022, read with addendum dated May,
2023 (the “CRISIL Report”) prepared and released by CRISIL MI&A and exclusively commissioned by and paid
for by us pursuant to the appointment of CRISIL vide agreement dated September 1, 2020 read along with
addendum no. 1 dated July 25, 2022, in connection with the Issue. The data included herein includes excerpts
from the CRISIL Report available on the website of the Bank at https://www.utkarsh.bank/investors. The relevant
industry sources are indicated at all relevant places within this section. Unless otherwise indicated, 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. Also see, “Certain
Conventions, Presentation of Financial, Industry and Market Data and Currency of Presentation — Industry and
Market Data” on page 21.

While preparing its report, CRISIL MI&A has also sourced information from publicly available sources, including
our Bank’s financial statements available publicly. However, financial information relating to our Bank presented
in other sections of this Red Herring Prospectus has been prepared in accordance with Ind GAAP and restated
in accordance with the SEBI ICDR Regulations. Accordingly, the financial information of our Bank in this section
is not comparable with Indian GAAP financial information presented elsewhere in this Red Herring Prospectus.

MACROECONOMIC SCENARIO
The global economy is witnessing tightening of monetary conditions

The global economy is witnessing tightening of monetary conditions in most regions. As per the IMF (World
Economic Outlook Update — April 2023), global growth prospects are estimated to fall from 3.4% in 2022 to 2.8%
in 2023 and then witness an increase in 2024 to 3.0%, the impact of which is expected to be witnessed in the
Indian economy as well. Global trade is estimated to have reached a record level of approximately US$ 32 trillion
in 2022, but its growth had turned negative during the second half of 2022. The trade outlook for 2023 is expected
to be negatively impacted because of geopolitical frictions, persisting inflation and lower global demand. Further,
deceleration in domestic growth could lead to some reduction in imports.

The U.S. economy grew by an annualised 1.1% in the first quarter of 2023, slowing compared with the previous
quarter, which stood at 2.6%. The UK economy grew at 0.1% quarter-on-quarter in the first quarter, but the most
recent data for March 2023 shows that its GDP contracted 0.3% month-on-month. At the same time,
manufacturing activity in China contracted for the first time since the country reopened after ending its zero-
COVID policy. Inflation hardened in the eurozone in April 2023, while it eased only marginally in the U.S.
Inflation remains high in several key economies, prompting central banks to continue with rate hikes. The U.S.
Federal Reserve, Bank of England and European Central Bank all hiked interest rates at their May 2023 policy
meetings.

However, financial conditions in India eased in April 2023 after the RBI paused on rate hikes in its monetary
policy, keeping the repo rates at 6.5%. While the RBI indicated its readiness to move if inflation showed on the
upside, incoming headline inflation print, based on the consumer price index, eased to 5.7% in March, which was
below the Monetary Policy Committee’s upper threshold of 6%. Moreover, bond yields eased significantly as
investors factored in a pause in rate hikes. FPIs increased their investment in the Indian markets as global risk
sentiment revived with the U.S. banking turmoil staying largely under control. Equity markets also gained amid
the pause in rate hike and rising FPI inflows.

External risks remain high because of the possible impact of elevated interest rates in advanced economies on the
leveraged market segments. However, India’s macroeconomic fundamentals are expected to improve in Fiscal
2023, which should cushion its vulnerability to global shocks. This, coupled with a pause on rate hikes by the RBI
and US Federal Reserve, should limit tightening of domestic financial conditions going ahead.

India is expected to remain one of the fastest growing economies amid the global slowdown

Faced with COVID-19, geopolitical conflict, climate change and central bank actions, the Indian economy has
shown a fair degree of resilience. Despite global slowdown, tightening of monetary conditions and high inflation,
India recorded a higher economic growth rate compared with many peer economies owing to its relatively strong
local consumption, lower reliance on global demand and continued resilience to external adversities.
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The growth pattern highlights two key features. First, the economy has recovered faster in nominal terms than in
real terms, because of high inflation. Second, official data revisions released in February 2023 places real GDP
growth in Fiscal 2023 at 7.0% year-on-year, which reveals that the economy was more resilient than estimated
earlier. This was largely owing to healthy domestic demand, aided by a catch-up in contact-based services, strong
investment activity, government push for capital expenditure, relatively accommodative financial conditions and
overall normal monsoon for the fourth time in a row.

CRISIL MI&A expects growth outlook for Fiscal 2024 to be fettered with multiple risks, including sluggish
exports and lagged impact of rate hikes manifested fully into the economy. Nevertheless, India is expected to
remain the fastest growing economy in the world with GDP growth of 6.0% projected in Fiscal 2024 as per
CRISIL MI&A. The IMF too estimates India’s GDP to have grown by 6.8% in 2022 due to its broad range of
fiscal, monetary and health responses. The IMF projects the growth to slow down to 5.9% in 2023, before picking
up to 6.3% in 2024.

GDP growth (constant prices) for major global economies (2023)
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India’s economy to grow at 6.0% in Fiscal 2024
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Source: CRISIL MI&A, IMF (World Economic Outlook — April 2023 update)

Macroeconomic outlook for Fiscal 2024

Macro Fiscal Fiscal

variables 2023E g024p  Rationale for outlook

GDP  (year-on- Slowing global growth is likely to weaken India’s export in Fiscal 2024.

year) 7.0"% 6.0% Domes_tic demand could also come under pressure as RBI rate hikes are
transmitted to consumers.

Consumer price Lower commodity prices, base effect, expectation of softer food prices

index inflation 6.7% 5.0% and cooling off domestic demand is likely to help in moderating inflation

(year-on-year) in Fiscal 2024.

10-year A moderate increase in gross market borrowings is expected for Fiscal

Government 7 4% 70% 2024. This, coupled with lower inflation and the RBI’s rate outs, is

security  yield ' ' likely to lead to moderate yields in Fiscal 2024.

(Fiscal-end)
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bULELERD Fiscal Fiscal Rationale for outlook

variables 2023E 2024P

(Current account Lower crude prices and cooling of domestic demand is expected to lead
balance)/GDP -2.5% -2.0% to moderation of trade deficit in Fiscal 2024.

(%)

2/$ (March While a lower current account deficit will support the Rupee,

average) 82.3 83.0 challenging external financing conditions will continue to exert pressure

in the next fiscal.

Note: (*): NSO second advance estimates, E- Estimated, P — Projected;
Source: RBI, NSO, CRISIL MI&A

Government regulations to aid economic growth in Fiscal 2024

India is expected to remain the fastest-growing economy globally, but GDP growth is estimated to decelerate 100
basis points to 6% in Fiscal 2024 from 7% in Fiscal 2023. This is largely because of elevated inflation, aggressive
rate hikes by major central banks and tricky geopolitical situation. These factors imply that India is likely to
continue to reckon with volatility in crude and commodity prices.

Domestic inflation is expected to moderate to 5% in Fiscal 2024 from 6.8% in Fiscal 2023 owing to a high base
effect. Further, the Union Budget 2023 - 2024 has highlighted the government’s renewed capex thrust, the largest
in 15 years at a record 4.5% of the GDP, with sectors such as railways, highways, and petroleum benefiting the
most.

Growth in Fiscal 2024 is expected to be supported by the following factors:

. The government has launched a production-linked incentive (“PL1”’) scheme, which aims to incentivise
local manufacturing by providing volume-linked incentives, for six of India’s top 10 export verticals.
This is likely to propel incremental exports. In Fiscal 2024, PLI-driven exports are expected to be the
lone growth driver for India, helping increase overall exports by 2% - 4%,;

. Focus on investments is expected to enhance the productive capacity of the economy. Policy push and
new-age opportunities are expected to lead capex growth in Fiscal 2024; and

) Policies aimed at greater formalisation of the economy are likely to accelerate per-capita income growth.
FINANCIAL INCLUSION
Current scenario and key developments

The COVID-19 pandemic has spread across the world, and India is no exception. The lockdown of nearly 1.4
billion people and a large number of businesses led to disruption and dislocation on a scale never imagined. It
slammed the brakes on economic activity and caused enormous human suffering.

In these times of crisis, financial inclusion becomes more imperative than ever for vulnerable households and
businesses to navigate the crises and recover after the pandemic. In terms of the credit to GDP ratio, India has a
low credit penetration compared with other developing countries, such as China indicating that the existing gap
needs to be bridged. Similarly, in terms of credit to households as a proportion of GDP as well, India lags other
markets, with retail credit hovering at around 22% of GDP as of Fiscal 2020.

Credit to GDP ratio (%)
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Note: Credit from all sectors to private non-financial sector.
Source: Bank of International Settlements, CRISIL MI&A.

Household Credit to GDP ratio (2017 to 2019)
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53% 54% 52%
43%
34%
1% 32%33%  33% %
21%22% 22% I I I I
India* Brazil South Africa Germany China United States  United Kingdom

m2017 2018 2019
Note: For countries except India, data is represented for calendar years. *For India, data represented is for Fiscal 2018,
Fiscal 2019 and Fiscal 2020.
Source: Bank of International Settlements, CRISIL MI&A. Rural India accounts for about half of GDP, but only about 8% of
total credit and 11% of total deposits.

As of March 2022, there were about 640,000 villages in India, inhabited by close to 900 million people,
comprising about 66% of the country’s population. About 47% of India’s GDP comes from rural areas. But their
share in banking credit and deposits is abysmally low with just 8% of total credit and 11% of total deposits coming
from rural areas. The massive divergence in the rural areas’ share of India’s GDP and banking credit and deposit
services compared with urban areas is as an indicator of the extremely low penetration of the banking sector in
rural areas.

The chart below shows the percentage of GDP contribution and credit outstanding in rural and urban areas:

Low share of banking credit and deposit indicates lower penetration in rural areas

Population group wise share of deposits Population group wise share of credit
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Source: CSO; RBI.

As rural areas in India have lower financial inclusion compared with urban areas and there is less competition for
banking services in rural areas compared with urban areas, this presents significant growth opportunities in rural
areas.

The number of bank credit accounts in rural areas grew at a CAGR of 4% between the end of Fiscal 2016 and the
end of Fiscal 2022 and the number of bank deposit accounts grew at a CAGR of 5% during the same period.
Between the end of Fiscal 2016 and the end of Fiscal 2022, the number of credit accounts in semi-urban areas
grew at a CAGR of 8% and the number of deposit accounts grew at a CAGR of 6%. However, with small finance
banks and payments bank increasing their reach and expanding into semi-urban and rural areas and increasing
financial awareness, faster growth in rural areas can be expected in the future given the huge untapped potential.
Between the end of Fiscal 2016 and Fiscal 2022, the number of credit accounts in urban areas grew at a CAGR of
17% and the number of deposit accounts grew at a CAGR of 5%.
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Bank credit accounts in rural, semi-urban and urban areas

(in millicns)
160 2o o1
Al
140 G?"
120 o
¥
100 poRe" ¥ . 8%~
- o GP"G _,-ﬂ""' 72

80 67 gy 68 70 61 62 &9

50 54 /3 56

40

20

0

Rural Semi-urban Urban
nFY16 uFY17T nFY138 uFY19 FY20 mFY21 mFY22

Note: Urban includes data for Urban and Metropolitan areas; amounts are as of the end of the fiscal year indicated. Data
represents only bank credit accounts.
Source: RBI; CRISIL MI&A.

Only 12% of India’s population borrowed money from formal sources

USA 76%
UK 62%
Brazi 50%
Russia 51%
China 56%
South Africa 60%
India o0 45%
= Population that borrowed any money last year = Population that borrowed from a formal source last year

Note: 1. Global Findex data for India excludes northeast states, remote islands and selected districts. 2. Data is for the
population within the age group of 15+.
Source: World Bank - The Global Findex Database 2021, CRISIL MI&A.

To tackle financial exclusion, the Indian government introduced the Prafhan Mantri Jan Dhan Yojna ("PMJDY™)
a scheme that facilitates opening bank accounts by the unbanked. However, the effective use of these new
accounts, increase in the number of transactions in these accounts and availability of credit remain key challenges,
which need to be effectively addressed as borrowings from the formal sources still remains low.

Region-wise asymmetry: Central and eastern regions have a lower share in total bank credit and deposits
Bank credit and deposits are predominantly concentrated in the southern and western regions, whereas they have

been especially low in the north-eastern and eastern regions. Credit penetration in the western region has increased
over the past nine fiscal years by 9%.
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Region-wise share of banking credit and total deposits

Banking Credit Banking deposits
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Note: The percentages are as of the end of the fiscal year indicated.
Source: RBI; CRISIL MI&A.

The number of branches and ATM facilities in the eastern regions, where credit penetration and deposit-base are
low is also below those of the southern and western regions, which CRISIL MI&A believes is largely due to lower

focus from the bigger banks.

Region-wise presence of bank ATM and branches (as of March 31, 2022)
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*Population is as per the census data of 2011.
Source: RBI; Census India; CRISIL MI&A.

Large variation in credit availability across states and districts

There is a wide variation across states and within various districts in the same state as well in terms of credit,
which indicates latent opportunity for providing banking services to unserved or underserved customers.

State-wise rural credit accounts in banks and top five districts concentration (Fiscal 2022)

State No.of 9% sharein Share Creditto Concentration % of Concentration of % credit
districts  overall in Deposit  of creditin  creditin credit accounts accounts
population overall ratio  top 5 districts  rural intop 5 in rural
in India  credit areas districts* areas
Maharashtra 36 9% 27% 92% 90% 2% 7% %
NCT of Delhi 11 1% 12% 93% 100% 0% 100% 0%
Tamil Nadu 38 6% 9% 99% 62% 11% 44% 27%
Karnataka 31 5% 7% 58% 75% 8% 50% 28%
Gujarat 33 5% 5% 69% 2% 6% 49% 18%
Telangana 33 3% 5% 92% 79% 6% 48% 22%
Uttar Pradesh 75 17% 5% 40% 38% 17% 23% 37%
Andhra Pradesh 26 4% 4% 128% 64% 15% 49% 29%
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State No.of 9% sharein Share Creditto Concentration % of Concentration of % credit

districts  overall in Deposit ~ of creditin  creditin credit accounts accounts

population overall ratio  top 5districts  rural intop 5 in rural
in India  credit areas districts* areas
West Bengal 23 8% 4% 45% 73% 14% 47% 45%

Kerala 14 3% 3% 59% 66% 2% 52% 4%

Rajasthan 33 6% 3% 73% 53% 14% 40% 30%
Madhya Pradesh 52 6% 3% 65% 54% 12% 33% 25%
Haryana 22 2% 3% 53% 62% 8% 44% 19%
Punjab 23 2% 2% 52% 61% 19% 46% 28%
Bihar 38 9% 1% 38% 46% 22% 36% 48%
QOdisha 30 3% 1% 39% 61% 19% 47% 51%
Chhattisgarh 28 2% 1% 64% 73% 8% 52% 22%
Assam 34 3% 1% 46% 50% 23% 37% 43%
Jharkhand 24 3% 1% 29% 68% 18% 53% 49%
Chandigarh 1 0% 1% 90% 100% 0% 100% 1%
Jammu & Kashmir 20 1% 1% 49% 60% 35% 50% 50%
Uttarakhand 13 1% 1% 34% 89% 21% 82% 32%
Himachal Pradesh 12 1% 0% 30% 74% 58% 68% 69%
Goa 2 0% 0% 24% 100% 17% 100% 31%
Puducherry 4 0% 0% 60% 100% 10% 100% 15%
Tripura 8 0% 0% 33% 87% 30% 83% 37%
Meghalaya 12 0% 0% 29% 93% 36% 88% 44%
Manipur 16 0% 0% 59% 83% 29% 82% 28%
Nagaland 12 0% 0% 43% 84% 23% 81% 27%
Arunachal Pradesh 25 0% 0% 23% 72% 27% 65% 33%

Note: Arranged in descending order of share in overall credit outstanding of banks, (*) As of Fiscal 2021.
Source: RBI, CRISIL MI&A.

With high focus on retail loans, NBFCs and NBFC-MFIs driving financial inclusion

While banks are the primary institutions for banking in India, retail loan portfolio forms only 31% of the overall
banking credit. Other focus areas for banks are wholesale lending to large corporates, credit to services sector and
agriculture sector. Lower presence of banks in the retail space has created an opportunity for NBFCs and NBFC-
MFIs to penetrate the segment which has also led to greater financial inclusion as NBFCs and NBFC-MFlIs also
cater to riskier customer profiles with lower income. Compared to that of banks, NBFC credit to retail segment
forms more than 60% of its portfolio and NBFC-MFI exclusively into retail indicating larger focus on retail
customers.

ERetail credit forms 31% of banking credit as of fiscal
2022 as compared to which...

Food credit
0.5%

...retail eredit in NBFCs loan portfolio accounts for 64%
share as of fiscal 2022

Infrastruct
ure
6%

MSME

% Wholesale Retail
credit loans
12% G4%
MSME
19%

Source: RBI, CRISIL MI&A estimates
Small finance banking industry

In order to promote financial inclusion, the Indian banking industry has seen several changes in recent years.
NBFCs, such as Bandhan and IDFC received permission to set up universal banks. Also, a few microfinance
companies, local area banks and an NBFC as well as one urban co-operative bank have received permission to set
up small finance banks (“SFBS”). As of March 2023, the RBI has awarded SFB licences to 12 players keeping in
with the government’s focus on financial inclusion and inclusive banking.
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Comparison of different business models

Targeted
lending to
sectors

Capital
adequacy
framework

CRR/SLR

Leverage ratio

LCR (liquidity
coverage ratio)/
NSFR (net
stable funding
ratio)

Funding
Deposits

Bank loans /
market funding

Products
Products
offered

Scheduled commercial banks

SFBs

Priority sector lending

40% of their adjusted net bank
credit (“ANBC”) or
equivalent off-balance sheet

exposure  (whichever s
higher) for priority sector
lending

18% of ANBC to agriculture
7.5% of ANBC to micro-
enterprises

10% of ANBC to weaker
sections

75% of their ANBC for
priority sector lending

18% of ANBC to agriculture
7.5% of ANBC to micro-
enterprises

12% of ANBC to weaker
sections

At least 50% of loan portfolio
should constitute loans and
advances of up to T 25
million

Prudential norms

Minimum Tier-| capital: 7%
Minimum capital adequacy
ratio: 9%

Maintenance of CRR/SLR
ratio mandatory

CRR —3%, 3.5% begin. March
27, 2021, 4% beginning May
22,2021, 4.5% beginning May
21, 2022

SLR - 18%

Minimum leverage ratio of 4%

Mandatory requirement to
maintain liquidity coverage
ratio

NSFR applicable to scheduled
commercial banks

Primarily rely on deposits,
CASA and term deposits, for
funding requirements

Access to broader array of
market borrowings

Full spectrum of banking,
savings, investment  and
insurance products

Minimum  Tier-l capital:
7.5%(Tier-11 capital cannot
be more than 100% of Tier-I
capital)

Minimum capital adequacy
ratio: 15%

Maintenance of CRR/SLR
ratio mandatory

CRR - 3%, 3.5% begin.
March 27, 2021, 4%
beginning May 22, 2021,
4.5% beginning May 21,
2022

SLR - 18%

Minimum leverage ratio of
4%

Minimum liquidity coverage
ratio of 100% by April 1,
2021

NSFR will be applicable to
SFBs on par with scheduled
commercial banks as and
when finalised

Primarily rely on deposits,
CASA and term deposits, for
funding requirements
Deposit ramp-up will require
time

Access to bank loans and
broader array of market
borrowings (including
refinance from NABARD,
among others)

Can offer savings and
investment products apart
from credit products / loans
Can act as corporate agent to
offer insurance products
Cannot act as business
correspondent to other banks

MFIs

75% of total assets should
be qualifying micro-finance
loans
Income generation loans
greater than 50% of total
loans

Tier-1 capital more than
Tier-11 capital

Minimum capital adequacy
ratio: 15%

No such requirement

No such requirement

No such requirement

Cannot accept deposits

Diversified funding
sources, including bank
loans, short-term and long-
term market borrowings.
Funding from NABARD,
MUDRA loans etc.

Can act as business
correspondent to another
bank and offer savings,
deposits, credit and
investment products

Can act as corporate agent
to offer insurance products

Source: RBI, CRISIL MI&A.
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GROWTH DRIVERS FOR SMALL FINANCE BANKS
Customized products aided by technology and information availability

Greater use of technology is enabling lenders to provide customised products, that too at much lower turnaround
time. Multiple data points are available for lenders that is facilitating quick decision making. In fact, they can take
lending decisions within minutes using data-driven automated models. These models would help in supply of
credit to small business units and the unorganised sector at low cost. Technology also helps these players expand
their reach to under penetrated population in remote areas at a lower operating cost.

Availability of funds at cheaper rates

CASA and other retail deposits are a cheap source of funds for SFBs, which help them expand their product
portfolio. They can provide lower rates in the market to compete with NBFCs. With SFBs expanding in the
underserved regions further, their deposit base is expected to further widen. The CASA deposits for SFBs is
estimated to have grown at 66% CAGR from Fiscal 2018 to Fiscal 2023. This will give them an advantage over
NBFCs and help expand their asset book.

CASA deposits for SFBs is estimated to reach Z 640 billion at the end of Fiscal 2023

(in Rs. billion)
800 640
600 CAGR ~ 66% 490
400 258
200 51 50 123
0
FY2018 FY2019 FY2020 FY2021 FY2022 FY2023E

Note: E- Estimated
Source: RBI, CRISIL MI&A

Large Target audience

SFBs’ target audience is the low-income segment, who can be wooed with a sachet level product suite. Unlike
NBFCs, which expand horizontally with a special focus product, SFBs have a chance to expand vertically and
horizontally. This will enable them to have a good mix of medium and low-value customers. Also, rural and
microfinance borrowers have low credit penetration and migrate less from one player to another. This will enable
SFBs to build longer and loyal customer relationships.

INDUSTRY GROWTH AND OUTLOOK

Huge opportunity to support growth over next two years (“AUM”)

(In Rs. billion) Q- 272%
3.000 ChG 2,766
2.500
%

2,000 CAGR - 29 o 1,858

. 1475
1.500 1,179

1,003
1,000 743
520
500
FY2018 FY2019 FY2020 FY2021 FY2022 FY2023E FY2025P

Note: E: Estimated; P: Projected; The amounts are as of the end of the fiscal indicated;
Source: Company reports, CRISIL MI&A.

SFBs’ AUM is estimated to have clocked 29% CAGR from Fiscal 2018 to Fiscal 2023. CRISIL MI&A estimates
that the top three SFBs accounted for approximately 62% of the aggregate AUM as of Fiscal 2023, compared to
55% as of Fiscal 2017, indicating the rising concentration and expansion of the top three players within the SFBs.
CRISIL MI&A also estimates that the top six players accounted for approximately 89% of the market share as of
Fiscal 2023. In Fiscal 2021 and Fiscal 2022, new loan origination remained low as SFBs turned cautious and
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selective in disbursals due to the pandemic. However, as the economy revived and business operations normalised,
SFBs’ AUM witnessed strong growth following the pandemic. As of Fiscal 2023, SFBs” AUM is estimated to
have crossed X 1,800, billion growing at 26% - 27% year-on-year. CRISIL MI&A expects SFBs’ loan portfolio
to see a strong CAGR of approximately 22% between Fiscal 2023 and Fiscal 2025, as most SFBs have completed
the transition phase and are likely to benefit from the operating leverage.

Growth in SFBs” AUM is likely to be driven by the following factors:

. Huge market opportunity in the rural segment — Despite its larger contribution to GDP of 47%, the rural
segment’s share in credit remains fairly low at approximately 9-10% of the overall credit outstanding as
of Fiscal 2022. This provides a huge market opportunity for SFBs and other players present in the

segment

. Presence of informal credit channels — In remote areas, informal credit channels have a major presence.
In other words, there is a huge section of unbanked population. SFBs have an opportunity to tap this
market

. Geographic diversification — With increased focus on diversifying their portfolio and expanding their

reach, SFBs are expected to log higher growth as they tap newer geographies

. Loan recovery and control on aging NPAs — SFBs are experienced in collection and monitoring of default
risk. This will help them keep asset quality under check

. Ability to manage local stakeholders — With their microfinance experience, SFBs have the ability to
manage local stakeholders and maintain operational efficiency

. Access to low-cost funds & huge cross sell opportunity— SFBs’ cost of funds is low substantially as they
are allowed to raise CASA deposits. This will also help them lend at more reasonable rates to its
customers, hence enhancing their cross-sell opportunity in terms of asset products, insurance etc.

Top six players estimated for 84% of industry advances as of December 31, 2022

Shivalik, 1% AU, 35%

North East, 1%
Unity , 2% \ﬁ\\
Suryoday. 3% ([N
Cagital, 37 [
Fincare, 5%

ESAF, 7%

Jana, 10%
Utkearsh, 8%

Note: Market share is estimated as of December 31, 2022.
Source: Company reports; CRISIL MI&A.

SFB deposits to grow faster than private and public-sector banks

SFBs have significant growth potential as most of them were functioning as NBFCs/MFIs previously.
Immediately after commencement of their operation, all SFBs focused on increasing their deposit base. Their
overall deposit base doubled to around X 375 billion as of Fiscal 2019. Further, proportion of CASA deposits has
short up from nearly around 20% as of Fiscal 2020 to approximately 39% as of December 31, 2022. The increase
could be attributed to the higher interest rates they offer and increase in their branch network.

Deposit growth for SFBs continued to grow at a strong pace of 36% in the nine months ended December 31, 2022
year-on-year and is estimated to have reached X 1,684 billion at the end of Fiscal 2023. Going forward, CRISIL
MI&A expects SFBs’ deposit to grow at 40% - 45% CAGR over Fiscal 2023 — Fiscal 2025 as players focus on
popularising convenient banking habits to cover the last mile and widen financial inclusion by deepening their
penetration in untapped geographies.

131



SFB deposits to grow robustly

(in Rs. billion) o
Pty
4,000 _ b 3466
2

3,500 oS

3,000

2,500 o

R~ 98
2,000 ChG 1,684
1,500 1,211
877
1,000 625
00 167 375
FY2018 FY2019 FY2020 FY2021 FY2022 FY2023E FY2025P

Note: Amounts are as at the end of the fiscal indicated; P: Projected
Source: Company reports, CRISIL MI&A

Asset quality for SFBs to marginally improve after pandemic-related stress

GNPA of SFBs improved to 1.6% as of Fiscal 2019 from 2.2% as of Fiscal 2018, which was significant impacted
by demonetization and residual asset quality issues. This could be attributed to diversification of product mix into
relatively less risky assets, write-off of legacy loans and reduction in microfinance loans due to better collection
mechanism and deep understanding of their local geographies and customers. In Fiscal 2021, SFBs faced severe
asset quality issues, as near-term collections saw disruptions on account of COVID-19. However, RBI in March
2020 announced the moratorium on term loans/ working capital for instalments falling due between March 1,
2020 and May 31, 2020. This was subsequently extended in May 2020 by another three months to August 31,
2020. A stand-still in asset classification for accounts availing the moratorium was provided from March 1, 2020
to August 31, 2020. For all accounts classified as standard as on February 29, 2020, even if overdue, the
moratorium period, wherever granted, was to be excluded by the lending institutions from the number of days
past-due for the purpose of asset classification. Recently, Government of India and RBI has announced various
measures to support the stability of the financial service sector. These measures are likely to contain the impact
of COVID-19 and economic slowdown.

Despite government measures, the lockdown impacted the low- and middle-income segments the most. They also
happened to be the target audience of SFBs. While banks offered moratorium period to borrowers, SFBs’ asset
quality deteriorated due to difficulties faced by their borrowers. In Fiscal 2022, GNPAs improved marginally to
3.9%. In Fiscal 2023, the asset quality of SFBs improved on account of lower slippages, write-offs and improved
collection efficiencies. GNPA for SFBs is estimated at 3.1% at the end of Fiscal 2023. The asset quality of SFBs
is expected to improve further. However, it will vary depending on efficiency in credit underwriting, monitoring
and collection over the long term.

GNPA trend of overall SFB Industry

45% 4.1% .
10% 3.9%
3.5% 3.1%
3.0%
25% 22%
1.9%

2.0% 1.6%
15%
1.0%
0.5%
0.0%

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023E

Note: E = Estimated; Data excludes data for Jana SFB and North-east SFB
Source: Company reports, CRISIL MI&A

PEER BENCHMARKING

Utkarsh SFB has been compared with its SFB peers of gross loan portfolio of more than X 60 billion in India,
based on the latest data available for Fiscal 2023. Large listed microfinance players have also been analysed, since
many SFBs were present in this space before switching to a SFB. Bandhan Bank’s performance has also been
analysed, as it services a profile of customers that Utkarsh SFB might cater to.
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Utkarsh SFB is the third fastest growing SFB amongst compared peers

Utkarsh SFB recorded the third fastest growth in gross loan portfolio among its peers, at 31.0% CAGR between
Fiscal 2019 and Fiscal 2023, to reach X 139.6 billion. Fincare SFB reported the highest CAGR for gross loan
portfolio during the period at 33.2%, followed by ESAF SFB at 32.3%.

Utkarsh SFB reported third highest CAGR in terms of deposits between Fiscal 2019 and Fiscal 2023

Utkarsh SFB reported the third highest growth in total deposits among its peers at a CAGR of 37.9% between
Fiscal 2019 and Fiscal 2023, to reach X 137.1 billion. Fincare SFB recorded the highest growth in deposits at a
CAGR of 40.8% during the same period, followed by Jana SFB (40.4%). Suryoday SFB recorded the highest
credit to deposit ratio, at 116.4% as of Fiscal 2023, followed by Jana SFB (108.7%) and Fincare SFB (108.3%).

SFBs and other players as of end-Fiscal 2023

Gross GLP Deposit  Deposit  Credit Banking  Number Capital
Loan CAGR (Fiscal CAGR to outlets” of adequacy
% billion Por_tfolio (Fiscal 2023) (Fiscal depqsit (Fiscal ~ employees ratio
(Fiscal 2019 - 2019- ratio 2023)
2023) Fiscal Fiscal
2023) 2023)

SFBs
AU SFB 591.6 25.0% 693.7 37.5% 84.2% 795 28,320 23.59%
Equitas SFB 278.6 24.2% 253.8 29.6%  101.6% 938 20,563 23.80%
Ujjivan SFB 240.9 21.5% 255.4 36.4% 83.4% 644 17,870 25.81%
Jana SFB 177.6** 30.0% 163.3 40.4% 108.7% 595 NA 15.57%
ESAF SFB 139.2** 32.3% 146.7 35.8% 94.9% 704 NA 19.83%
Utkarsh SFB 139.6 31.0% 137.1 37.9% 95.3% 830°% 15,424 20.64%
Fincare SFB 87.0** 33.2% 80.3 40.8%  108.3% 868 NA 20.04%
Suryoday SFB 61.1 19.5% 51.7 34.9% 116.4% 519 6,025 33.70%
Microfinance
Credit Access 175.6 25.1% NA NA NA 1,786 16,759 23.58%
Spandana 85.1 18.1% NA NA NA 1,227 10,016 36.87%
Fusion 93.0 37.0% NA NA NA 1,086 9,663% 27.94%
Universal banks
Bandhan Bank 1,091.2 24.9% 1,080.7 25.7% 96.9% 6,012 69,702 19.76%

Note: GLP: Gross Loan Portfolio; **Advances as of March 31, 2023; * Functioning offices for SFBs and universal banks as per RBI; NA: Not available;
# Based on company website as of May 30, 2023; ®As per CA certificate shared by the company; Source: Company reports, RBI, CRISIL MI&A.

Leverage ratio of SFBs in the four preceding Fiscals

Leverage ratio Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023
AU SFB 9.23% 11.19% 9.99% 11.10%
Equitas SFB 13.17% 12.85% 14.73% 13.21%
Ujjivan SFB 16.52% 14.20% 9.74% 11.51%*
Jana SFB 7.09% 5.60% 5.63% 6.97%*
ESAF SFB 11.85% 11.26% 7.99% 8.28%*
Utkarsh SFB 10.15% 10.30% 9.49% 9.55%
Fincare SFB 12.04% 11.91% 10.05% NA
Suryoday SFB 18.64% 22.64% 17.03% 15.58%*
Bandhan Bank 16.16% 14.63% 12.23% 11.91%*

Notes: Leverage ratio is as reported in Basel 3 disclosures; NA — Not available; * as of December 2022; Source: Company reports,
CRISIL MI&A

Deposit details of SFBs and other players as of end-Fiscal 2023

Proportion of Proportion of Retail deposits CASA Retail TD  Bulk TD (%

deposit to total ~ deposit in total (% of deposits) (% of (% of of deposits)
loan book (%)  borrowing (%) deposits) deposits)
SFBs
AU SFB 118.7% 91.7% 69.0% 38.0% 31.0% 31.0%
Equitas SFB 98.4% 89.5% 77.5% 42.3% 35.2% 22.5%
Ujjivan SFB 120.0% 90.6% 66.0% 26.4% 39.6% 33.1%
Jana SFB 92.0% 72.2% NA NA NA NA
ESAF SFB 105.3% 81.4% 93.7%* 22.8%* 70.9%* 6.3%*
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Proportion of Proportion of Retail deposits CASA Retail TD  Bulk TD (%
deposit to total ~ deposit in total (% of deposits) (% of (% of of deposits)
loan book (%)  borrowing (%0) deposits) deposits)
Utkarsh SFB 104.9% 85.4% 61.6% 20.9% 40.7% 38.4%
Fincare SFB 92.3% 74.3% 82.2%* 36.3%* 45.9%* 17.8%*
Suryoday SFB 85.9% 65.1% 73.1% 17.1% 56.0% 26.9%
Universal banks
Bandhan Bank 103.2% 81.39% 71.2% 39.3% 31.9% 28.8%

Notes: * As of March 31, 2022; NA — Not available; Retail deposits includes CASA and retail term deposits. Bulk deposits include institutional

deposits; CASA ratio is calculated based on overall deposits excluding certificates of deposits.
Source: Company reports, CRISIL MI&A.

Utkarsh SFB has the second lowest share of deposits from top state

Contribution of top state in overall deposit is lowest for Jana SFB among the compared SFBs. Utkarsh SFB stood
second in share of top state in overall deposits, at 16% among the compared peers.

State mix of deposit (Fiscal 2023)

Top Top 3 Top 5 Top 7
state states states Gifem | P UBEEHIEES
SFBs
Rajasthan, Maharashtra, Delhi NCR, Punjab, Haryana,
0, 0, 0, 0,
AU SFB 31% 62% 8% 89% Gujarat and Madhya Pradesh
Equitas o o 0 o Tamil Nadu, Maharashtra, Punjab, Chandigarh, Delhi,
SFB# 25% 51% 66% 7% Karnataka and Haryana
Maharashtra, Karnataka, Tamil Nadu, West Bengal
* 0, 0, 0, 0, ' ! 1 !
Jana SFB 15% 39% 57% 68% New Delhi, Uttar Pradesh and Haryana
Kerala, Delhi, Tamil Nadu, Karnataka, Maharashtra
0 0 0 0 ] 1 i) ] ]
ESAF SFB# 97% 90% 92% 98% Jharkhand and West Bengal
Utkarsh . % & & Haryana, Uttar Pradesh, NCT of Delhi,
SFB 52 Gt 802 S Mabharashtra, Uttarakhand, Bihar and Jharkhand
Fincare 0 0 0 0 Kerala, Gujarat, Tamil Nadu, Karnataka, Maharashtra,
SFB# 17% 46% 64% 9% Rajasthan and NCT of Delhi
Suryoday 40% 68% 79% 83% Ma'harashtra, Tamil Nadu, Karnataka, Gujarat, Delhi,
SFB Odisha

Note: States are arranged in descending order of their exposure, * As of September 2020, # As of March 2021; ~ As of March 2022.
Source: Company reports, CRISIL MI&A.

Product mix

Equitas SFB has the most diversified portfolio among peers, with reasonable book size in multiple asset classes
as of Fiscal 2023. Most of the SFBs were erstwhile MFIs, and hence still have a huge concentration in MFI
products whereas Equitas is diversified with other businesses. With SFBs’ focus on portfolio diversification, we
expect the product mix to be distributed into multiple asset classes in the coming years.

Product mix of all SFBs and banks (in Fiscal 2023)

. Mortgage !_arge G
MFI Vehicle Loans loans MSME  mid-corporate Gold loans Others
loans

SFBs

AU SFB - 32% 7% 31% 22% - 8%
Equitas SFB 19% 25% - 51% 4% - 1%
Ujjivan SFB 2% - 14% 7% - - 7%
ESAF SFB# 81% 4% 9% 6%
Utkarsh SFB 66% 4% 4% 11% 11% - 4%
Fincare SFB 63% - 27% - - 8% 2%
Suryoday SFB 61% 6% 11% 6% - - 16%

Note: * As of March 31, 2022; *As of December 31, 2022.

Source: Company reports, CRISIL MI&A.
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Geographical concentration of loan portfolio

Top 7 states for Utkarsh SFB accounts for 88% which is third lowest among the compared SFBs. Ujjivan SFB
had the most geographically diversified portfolio among the compared peers with the top state (16%), top 3 states
(41%), top 5 states (58%) and top seven states (72%) in Fiscal 2023. Some SFBs like ESAF SFB, Equitas SFB
and AU SFB also have a high single state concentration of 56% (Kerala), 53% (Tamil Nadu) and 35% (Rajasthan)
respectively, which could pose a portfolio concentration risk in uncertain times.

Fiscal 2023 Top state Top 3 Top 5 Top 7 Top 7 states names
states states states
SFBs
Maharashtra, Rajasthan, Delhi NCR, Punjab,

0, 0, 0, 0,
AU SFB 35% 66% 83% 93% Gujarat, Madhya Pradesh and Haryana
. Tamil  Nadu Maharashtra Karnataka
# 0, 0, 0, 0 ! J !
Equitas SFB 53% 6% 85% 90% Rajasthan, Gujarat, Madhya Pradesh and Delhi
Tamil Nadu, Karnataka, West Bengal
0, 0, 0, 0, ! 1 !
Ujjivan SFB 16% 4l% 58% 2% Maharashtra, Gujarat, Bihar and Uttar Pradesh
Tamil Nadu, Karnataka, Maharashtra, Madhya
* 0, 0, 0, 0, ' ! !
Jana SFB 20% 53% 66% 8% Pradesh, West Bengal, Gujarat and Haryana
ESAF SFB® 56% 79% - - Kerala, Tamil Nadu and Karnataka
Bihar, Uttar Pradesh, Maharashtra,
Utkarsh SFB 31% 69% 81% 88% Jharkhand, Haryana, NCT of Delhi and
Madhya Pradesh
Tamil Nadu, Gujarat, Karnataka, Madhya
Fincare SFB® 22% 53% 74% 90% Pradesh, Rajasthan, Maharashtra and Andhra
Pradesh
Suryoday SFB 31% 70% 87% 93% Maharashtra, Tamil Nadu, Odisha, Gujarat,

Karnataka, Madhya Pradesh and Uttar Pradesh

Note: States are arranged in descending order of their exposure.
# As of December 31, 2022;

* As of September 30, 2020; $ As of March 31, 2022.

Source: Company reports, CRISIL MI&A.

Experience of leadership team

SFBs have better management depth as compared to NBFC-MFIs, as its average team size is 20 as compared to
14 of microfinance players. Utkarsh SFB’s average management experience is at par with the industry average
for SFBs.

Experience of leadership team (Fiscal 2023)

Player Name Team size Average experience (years)

SFBs

AU SFB 27 19
Equitas SFB 12 27
Ujjivan SFB 14 28
Jana SFB 16 28
ESAF SFB 34 23
Utkarsh SFB 19 24
Fincare SFB 22 26
Suryoday SFB 15 28
Average 20 25
Microfinance

Credit Access 15 24
Satin Creditcare 11 26
Fusion 15 27
Average 14 26

Source: Company reports, CRISIL MI&A.
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Profitability
Utkarsh SFB has the best cost to income ratio amongst compared SFBs in as of Fiscal 2023

Amongst compared SFBs, Utkarsh SFB has the best cost to income ratio of 54.15% in Fiscal 2023, followed by
Ujjivan SFB at 54.82%, Jana SFB at 56.22% and ESAF SFB at 57.94%. Fincare SFB reported the highest cost to
income ratio of 66.13% during the same period.

Utkarsh SFB reported second highest RoE and second highest RoA among the compared SFBs as of Fiscal
2023

Utkarsh SFB posted second highest RoE at 22.64% in Fiscal 2023, after Ujjivan SFB which reported a RoE of
31.37%. Moreover, Utkarsh SFB also reported the second highest RoA at 2.37%, after Ujjivan SFB (3.86%)
among compared SFBs as of Fiscal 2023.

Utkarsh SFB reported the fourth highest NIM among the compared SFBs in Fiscal 2023

Utkarsh SFB posted the fourth highest NIMs at 8.95% after ESAF SFB (9.68%), Ujjivan SFB (9.48%) and Fincare
SFB (9.33%) among the compared SFBs in Fiscal 2023.

Profitability of players in Fiscal 2023

Players Yield on Cost of NIMs Opex Cost to Credit RoE RoA
advances  borrowing (%) (%) income cost (%) (%)
(%) (%0)* (%) (%)

SFBs
AU SFB 13.10% 5.63% 5.56% 4.32% 63.01% 0.19% 15.44% 1.79%
Equitas SFB 16.67% 6.48% 8.22% 6.59% 63.41% 1.32% 12.20% 1.85%
Ujjivan SFB 19.73% 6.08% 9.48% 6.33% 54.82% 0.06% 31.37% 3.86%
Jana SFB 19.99% 6.96% 7.24% 5.61% 56.22% 3.25% 17.08% 1.12%
ESAF SFB 19.81% 6.02% 9.68% 6.49% 57.94% 2.57% 19.37% 1.59%
Utkarsh SFB 19.56% 6.80% 8.95% 5.79% 54.15% 1.77%  2264%  2.37%
Fincare SFB 20.19% 6.47% 9.33% 7.48% 66.13% 2.68% 8.26% 0.89%
Suryoday SFB 19.04% 6.10% 8.28% 5.62% 60.02% 2.62% 5.03% 0.86%
Microfinance
Credit Access 19.39% 8.30% 10.75% 4.22% 37.40% 2.04% 17.81% 4.20%
Spandana 19.24% 12.86% 9.96% 5.55% 51.01% 6.07% 0.40% 0.15%
Fusion 22.92% 10.24% 11.50% 5.34% 38.44% 2.41% 21.16% 4.65%
Universal banks
Bandhan Bank 13.9% 5.3% 6.3% 3.1% 39.5% 2.8% 11.9% 1.5%

Note: *Cost of borrowing is calculated on total borrowings (borrowing + deposits), Credit costs is calculated as provisions on average assets,
Opex is calculated as operating expense on average assets.

Source: Company reports, CRISIL MI&A

Profitability of players in Fiscal 2022

Players Yieldon  Cost of NIMs Opex Costto Credit ROE (%) RoA
advances borrowing (%) (%) income cost (%)
(%) (%0)* (%) (%)

SFBs
AU SFB 12.10% 5.29% 536%  4.00% 57.07% 0.60% 16.56% 1.87%
Equitas SFB 17.33% 6.75% 7.89% 6.60% 66.12% 1.91% 7.35% 1.09%
Ujjivan SFB 16.73% 5.70% 8.07% 6.80% 71.68% 519% -13.97% -1.89%
Jana SFB 22.15%**  7.58% 7.08% 580% 66.46%  2.90% 0.46%  0.03%
ESAF SFB 19.59%**  5.99% 764% 574% 63.69% 2.78% 397%  0.36%
Utkarsh SFB 17.85% 6.92% 780% 541% 59.11% 3.04% 4.18%  0.45%
Fincare SFB 21.45% 7.07% 9.28% 6.85% 60.01% 4.51% 0.80%  0.09%
Suryoday SFB 18.72% 6.31% 7.85%  555% 60.93% 526% -6.00% -1.25%
Microfinance
Credit Access 19.16% 8.18% 9.72%  3.93% 3538% 3.27% 10.09% 2.78%
Spandana 21.47% 11.86%  12.12% 4.76% 38.56%  6.31% 2.39%  0.92%
Fusion 20.71% 9.83% 8.66% 4.75% 4581% 5.62% 1.68%  0.33%

Universal banks
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Players Yieldon  Cost of NIMs Opex Costto Credit RoE (%) RoA

advances borrowing (%) (%) income cost (%)
(%) (%0)* (%) (%)
Bandhan Bank 13.88% 4.88% 6.87% 2.78% 3054% 6.21% 0.72% 0.10%

Note: *Cost of borrowing is calculated on total borrowings (borrowing + deposits), Credit costs is calculated as Provisions on average assets,
Opex is calculated as operating expense on average assets; ** Total interest income is considered for calculation.
Source: Company reports, CRISIL MI&A.

Utkarsh SFB has the highest LCR ratio as of Fiscal 2023

As of Fiscal 2023, Utkarsh SFB has the highest liquidity coverage ratio at 375.82%, followed by Equitas SFB
(186.28%) and Suryoday SFB (150.36%).

Utkarsh SFB has the second highest provision coverage ratio (“PCR”) as of Fiscal 2023

Utkarsh SFB has the second highest PCR ratio of 88.29% as of Fiscal 2023 after Ujjivan SFB (98.00%). Suryoday
SFB has the lowest PCR ratio of 51.43% in the same period.

Utkarsh SFB has the second lowest NNPA among compared SFBs as of Fiscal 2023

Utkarsh SFB has the second lowest NNPA ratio of 0.39% after Ujjivan SFB (0.04%) among the compared SFB
peers in Fiscal 2023. Suryoday SFB has the highest NNPA (1.55%) amongst compared SFB peers during the same
period.

Asset Quality and Liquidity ratios for players in Fiscal 2023

Provision Liquidity
Players Coverage Ratio Coverage Ratio GNPA (%) NNPA (%)
(%) (%)
SFBs
AU SFB 75.00% 128.00% 1.66% 0.42%
Equitas SFB 56.90% 186.28% 2.60% 1.14%
Ujjivan SFB 98.00% NA 2.60% 0.04%
Jana SFB NA NA NA NA
ESAF SFB 55.11% 138.79% 2.49% 1.13%
Utkarsh SFB 88.29% 375.82% 3.23% 0.39%
Fincare SFB 60.82% NA 3.25% 1.30