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INDEPENDENT AUDITOR’S REPORT

To the Members of Utkarsh Small Finance Bank Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financiat statements of Utkarsh Small Finance Bank Limited
("the Bank"), which comgrise the Balance Sheet as at March 31, 2020, the Profit and Loss
Account and the Cash Flow Statement for the year then ended and notes to the financial
statements including a summary of significant accounting policies and other explanatory
information.

In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid financial statements give the information required by the Banking Regulation Act,
1949 as well as the Companies Act, 2013 {“the Act’) in the manner so required for banking
companies and give a true and fair view in conformity with the accounting principles generally
accepted in India, of the state of affairs of the Bank as at March 31, 2020, its profit and its cash
flows for the year ended on that date.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under
section 143(10) of the Act. OQur responsibilities under those Standards are further described in
the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We
are independent of the Bank in accordance with the Code of Ethics issued by the Institute of
Chartered Accountants of India ("ICAI") together with the ethical requirements that are relevant to
our audit of the financial statements under the provisions of the Act and Rules thereunder and we
have fuifiled our other ethical responsibilities in accordance with these requirements and the
Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements for the current year. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. We have determined the matters
described below to be the key audit matters to be communicated in our report.

Key Audit Matters How our audit addressed the key audit

matter

Information Technology (IT) Controls | IT audit specialists are an integral part of our

Framework

The Bank has a complex IT architecture to
support its day- to- day business operations,
The velume of transactions processed and

7 ed is huge. Moreover, a transaction
Wiahayohe required to be recorded across
ulti pplications depending upon the

engagement team. Our approach of testing IT
General Controls {ITGC) and IT Application
Controls (ITAC} is risk based and business
centric.

As a part of our IT controls testing, we have
tested ITGC as well as ITAC. The focus of
testing of [TGCs was based on the
parameters such as Completeness, Validity,
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process and each application has different
rules and a different set of user access and
authority matrix. These applications are
interlinked using different technologies so
that data transfer happens in real time or at a
particular time of the day; in batches or at a
fransaction level and in an automated
manner or manually. The Core Banking
Solution {CBS) itself has many interfaces. All
these data streams directly affect the
financial accounting and reporting process of
the Bank.

The Bank has a process for identifying the
applications where these controls are
embedded. It also has a process to ensure
that systems, processes and controls remain
relevant. The Bank’s IT control framework
includes automated, semi-automated and
manual controls  designed to address
identified risks. IT controls are stated in, IT
General Controls (ITGC) and IT Application
Controls (ITAC).

We have identified |T Controls Framework as
a Key Audit Matter as the Bank's business is
highly dependent on information technology,
the IT environment is complex and the design
and operating effectiveness of IT controls
have a direct impact on a financial reporting
process. Review of these controls allows us
to provide assurance on the integrity and
completeness of data processed through
various 1T applications which are used for the
preparation of financial reports.

Identification/ Authentication and
Authorization,  Accuracy, Integrity and
Accountability. On the other hand, focus of
testing autornated controls from applications
was whether the controls prevent or detect
unauthorized transactions and support
financial objectives including completeness,
accuracy, authorsization and validity of
transactions.

We gathered a comprehensive understanding
of IT applications landscape implemented at
the Bank. It was followed by process
understanding, mapping of applications to the
same and understanding financial risks posed
by people-process and technology.

In ITGC testing, we reviewed control areas

such as User Management, Change
Management, Systems Security, Incident
Management, Physical & Environmental

Security, Backup and Restoration, Business
Continuity and Disaster Recovery, Service
Level Agreement.

For [TAC, we carried out on sample basis,
compliance tests of system functionality in
order to assess the accuracy of system
calculations. We also carried out procedures
such as validations and limit checks on data
entered into applications, approvals, process
dependencies and restriction on time period in
which transactions may be recorded.

We tested the confrol environment using
various technigues such as inquiry, review of
documeniation/record/reports, observation
and re-performance. We also tested few
controls using negative testing technique. We
had taken adequate samples of instances for
our tests.

Wherever deviations were noted either the
same were explained to our satisfaction or we
tested compensating controls and performed
alternate procedures, where necessary, fo
draw comfort.

Classification and Provisioning for
Advances (Refer to the accounting
policies in note 17.4 (B) of Schedule 17
and Schedule 9 and note 18.4.1, 18.25,
18.47 and 18.48 of schedule 18 to the
financial statements)

The Bank’s portfolio of loans and advances to
customers amounts to Rs. 6,281.60 crore

=

Our audit procedures included, but were not

limited to the following;

1. Considered the Bank's accounting policies
for NPA identification, and provisioning

Gk f Provisions) as at March 31, 2020 and
: portfolio_consists of Micro finance
<

Centineation sheet
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business.

by the RBI (‘Regulatory Package') and

approgpriate provisions.

consideration of the quaniitative

industries and geographies and there

thereon.

qualitative factors and provisioning
advances including the potential impact
arising on account of unprecedented COVID-
19 requires assessment of credit risk across
a wide range of borrowers, products,

As required under Income Recognition, Asset
Classification and provisioning norms (IRACP
) issued by the Reserve Bank of India (RBI),
guidelines on COVID 19 related Regulatory
Package dated March 27, 2020, April 17,
2020 and clarification on May 6, 2020 issued

other

relevant circulars, notifications and directives
issued by the RBIl, the Bank classifies
advances into performing and non-performing
advances (NPA) which consists of Standard,
Sub-standard, Doubtful and Loss and makes

Classification  of advances  requires

and
for

is a

high degree of complexity and judgement
involved in estimating recoverability of
advances and estimation of provisions

We have identified classification & provisions
for advances as key audit matter in view of
the significant judgement involved in
estimation, as well as the stringent
compliances norms laid down under
guidelines.

RBI

and assessing compliance with the IRACP
prudential norms prescribed by the RBI.

2. Tested on sample basis, the approval of
new lending facilities granted against the
Bank's credit policies, the performance of
annual loan assessments, and controls
over the monitoring of credit quality.

3. Evaluated the design of internal controls
relating to classification and provisioning of
advances. Tested the operating
effectiveness of these internal controls.

4, Reviewed NPA  identification and
corresponding interest reversal based on
the prudential norms by selecting samples
across NPA, SMA and Regular Accounts
of the Loan Portfolio.

5. Tested on sample basis the level of
provisions held against different loan
products based on the delinquency profile
and assumptions made in respect of
expected recoveries, primarily from
collateral held.

6. In case discrepancies were noted,
evaluated the relevant controls and
ensured rectification of the same.

7. Made inquiries of management regarding
any effects considered on the NPA
identification and / or provisioning,
resulting from observations raised by the
RBI during their annual inspection of the
Bank's operations.

8. Reviewed the Bank's process for granting
moratorium f0 borrowers as per the
Regulatory Package announced by RBI.
We tested the completeness and accuracy
of data used for computing general
provision in line with Regulatory package
issued by RBI. With respect to additional
provision made by the Bank on account of
the impact of COVID -19 pandemic, we
broadly  reviewed the  underlying
assumptions and estimates used by the
management for the same. However, as
the extent of impact is dependent on future
developments, which are highly uncertain,
we primarily relied on those assumptions
and estimates. These assumptions and
estimates are a subject matter of periodic
review by the Bank,

Disclosure

We assessed the appropriateness and
adequacy of disclosures against the extant
RBI requirements relating to NPAs including
the additional disclosures required to be made
in accordance with the Regulatory Package.

Continuation Sheat
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Emphasis of Matter

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

Our opinion is not modified in respect of this matter.

Other Information

The Bank's Board of Directors is responsible for the other information. The other information
comprises the information included in the Directors’ Report and Management Discussion and
Analysis and other elements forming part of the Annual Report but does not include the financial
staterents and our auditor's report thereon and the Pillar Il Disclosures under the New Capital
Adequacy Framework (Basel Ill disclosures). The other information is expected to be made
available to us after the date of this report.

Our opinion on the financial statements does not cover the other information and the Basel I
disclosures and accordingly, we do not express any form of assurance conclusion thereon. In
connection with our audit of the financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated.

When we read the other information, if we conclude that there is a material misstatement therein,
we are required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

The Bank’s Board of Directors is responsible for the matiers stated in Section 134(5) of the Act
with respect to the preparation of these financial statements that give a true and fair view of the
financial position, financial performance and cash flows of the Bank in accordance with the
accounting principles generally accepted in India, including the Accounting Standards prescribed
under Section 133 of the Act, read with the relevant rules issued thereunder, provision of Section
29 of the Banking Regulation Act, 1949 and the circulars, guidelines and directions issued by
Reserve Bank of India {"RBI") from time to time. This responsibility also includes maintenance of
adequate accounting records in accordance with the provisions of the Act for safeguarding of the
assets of the Bank and for preventing and detecting frauds and other irregularities; selection and
application of appropriate accounting policies; making judgments and estimates that are
reasonable and prudent; and design, implementation and maintenance of adequate internal
financial controls that were operating effectively for ensuring the accuracy and completeness of
the accounting records, relevant to the preparation and presentation of the financial statements
that give a true and fair view and are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the Bank’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Bank or to cease operations, or has no realistic alternative but to do so.

The Board of Directors are also responsible for overseeing the Bank's financial reporting

Cantinuation Shaot
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Auditor’'s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or etror and are considered
material if, individuaily or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of this financial statements. As part of an audit in
accordance with SAs, we exercise professionat judgment and maintain professional skepticism
throughout the audit. We also:

+ ldentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal contral.

+  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Act, we
are also responsible for expressing our opinion on whether the Bank has adequate internal
financial controls with reference to financial statements in place and the operating
effectiveness of such controls.

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures in the financial statements made by the
management.

+ Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Bank's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions
are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or conditions may cause the Bank to cease to continue as a going concern.

*  Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
ptanned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
tters that were of most significance in the audit of the financial statements of the current

Continuation Shesi
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period and are therefore the key audit matters. We describe these matters in our auditor's report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected fo outweigh the public
interest benefits of such communication.

Other Matter

The audit of financial statements for the year ended March 31, 2019, was carried cut and
reported by another firm of Chartered Accountants, vide their unmodified audit report dated May
25, 2019, whose report has been furnished to us by the management and which has been relied
upon by us for the purpose of our audit of the financial statements.

Our opinion is not modified in respect of this matter.
Report on Other Legal and Regulatory Requirements

(1) The Balance Sheet and the Profit and Laoss Account have been drawn up in accordance with
the provisions of section 29 of the Banking Regulation Act, 1949 and Section 133 of the Act
read with the relevant rules issued thereunder.

(2) As required by Section 143(3) of the Act and Section 30(3) of the Banking Regulation Act,
19489, we report that:

a.  We have sought and obtained all the information and explanations which, to the best of
our knowtedge and belief, were necessary for the purpose of our audit and have found
them to be satisfactory;

b. In our opinion, transactions of the Bank, which have come to our notice, have been within
the powers of the Bank;

c. The financial accounting systems of the Bank are centralized and therefore, accounting
returns for the purpose of preparing financial statements are not required to be submitted
by the branches; we have visited 11 branches for the purpase of our audit.

d. In our opinion, proper books of account as required by law have been kept by the Bank
s0 far as it appears from our examination of those books;

e. The Balance Sheet, the Profit and Loss Account, and the Cash Flow Statement dealt with
by this report are in agreement with the books of account;

f. In our opinion, the aforesaid financiat statements comply with the Accounting Standards
prescribed under section 133 of the Act read with relevant rules issued thereunder to the
extent they are not inconsistent with the accounting policies prescribed by RBI;

g. On the basis of the written representations received from the directors as on March 31,
2020, and taken on record by the Board of Directors, none of the directors is disqualified
as on March 31, 2020 from being appointed as a director in terms of section 164(2) of the
Act;

k. With respect to the adequacy of the internal financial controls with reference to financial
statements of the Bank and the operating effectiveness of such controls, refer to our
separate report in “Annexure”

Continuation Shest
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I With respect to the other matters to be included in the Auditor's Report in accordance
with the requirements of Section 197(16) of the Act;

In our opinion and to the best of our information and according to the explanations given
to us, requirements prescribed under section 197 of the Act is not applicable by Virtue of
section 35B (2A) of the Banking Regulation Act, 1949.

. With respect to the other matters to be included in the Auditor's Report in accordance
with Rule 11 of the Companies {Audit and Auditors) Rules, 2014, in our opinion and to
the best of our information and according to the explanations given to us:

(i) The Bank has disclosed the impact of pending litigations on its financial position in its
financial statements ~ Refer Schedule 18 - Note 18.44 and Schedule 12 on Contingent
Liabifities to the financial staternents;

(i} The Bank has made provision, as required under the applicable law or accounting
standards, for material foreseeable losses, if any, on long-term contracts inciuding
derivative contracts — Refer Schedule 18 - Note 18.42 to the financial statements;

{iiiy There has been no delay in transferring amounts, required to be transferred, to the
Investor Education and Protection Fund by the Bank.

For Haribhakti & Co. LLP
Chartered Accountants
ICAIl Firm Registration No.103523W / W100048

UDIN: 20118970AAAACH5961

Place: Mumbai
Date: May 22, 2020

Continustion Sheek
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ANNEXURE TO THE INDEPENDENT AUDITOR’S REPORT

[Referred to in paragraph 2(h) under ‘Report on Other Legal and Regulatory Requirements’ section
in our Independent Auditor's Report of even date to the members of Utkarsh Small Finance Bank
Limited on the financial statements for the year ended March 31, 2020]

Report on the Internal Financial Controls with reference to Financial Statements under clause
(i) of sub-section 3 of section 143 of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls with reference to financial statements of Utkarsh
Small Finance Bank Limited {“the Bank”) as of March 31, 2020 in conjunction with our audit of the
financial statements of the Bank for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Bank’s management is responsible for establishing and maintaining internal financial controls
based on the internal control with reference to financial statements criteria established by the Bank
considering the essential components of internal control stated in the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting (the “Guidance Note") issued by the Institute of
Chartered Accountants of India (“ICAI"). These responsibilities include the design, implementation
and maintenance of adequate internal financial controls that were operating effectively for ensuring
the orderly and efficient conduct of its business, including adherence to Bank’s policies, the
safeguarding of its assets, the prevention and detection of frauds and errors, the accuracy and
completeness of the accounting records, and the timely preparation of reliable financial information,
as required under the Act.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Bank's internal financial controls with reference to
financial statements based on our audit. We conducted our audit in accordance with the Guidance
Note and the Standards on Auditing specified under section 143(10) of the Act to the extent
applicable to an audit of internal financial controls, both issued by the ICAI. Those Standards and the
Guidance Note require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether adequate internal financial controls with reference to
financial statements was established and maintained and if such controls operated effectively in all
material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls with reference to financial statements and their operating effectiveness.

Our audit of internal financial controls with reference to financial statements included obtaining an
understanding of internal financial controls with reference to financial statements, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness
of internal controls based on the assessed risk. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion on the Bank's internal financial controls with reference to financial statements.

Meaning of Internal Financial Controls with reference to Financial Statements

Continuation Shest
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financial statements for external purposes in accordance with generally accepted accounting
principles. A Bank’s internal financial control with reference to financial statements includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the Bank; (2) provide
reasonable assurance that transactions are recorded as necessary o permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the Bank are being made only in accordance with authorisations of management
and directors of the Bank; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorised acquisition, use, or disposition of the Bank's assets that could have a
material effect on the financial statements.

Inherent Limitations of Internal Financial Conirols with reference to Financial Statements

Because of the inherent limitations of internal financial controls with reference to financial statements
including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal financial controls with reference to financial statements to future periods
are subject to the risk that the internal financial controls with reference to financial statements may
become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Opinion

tn our opinion, the Bank has, in all material respects, an adequate internal financial controls with
reference to financial statements and such internal financial controls with reference to financial
statements were operating effectively as at March 31, 2020, based on the internal control with
reference to financial statements criteria established by the Bank considering the essential
components of internal controls stated in the Guidance Note issued by the ICAI.

For Haribhakti & Co. LLP
Chartered Accountants

aaf in L A
pAll s

&
oftam Nyati

Partner

Membership No. 118970
UDIN: 20118970AAAACH5961

Place: Mumbai
Date: May 22, 2020
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Utkarsh Small Finance Bank Limited
Balance Sheet as at 31 March 2020

(% in '000s)
As at As at
Sehedule 31 March 2020 31 March 2019
CAPITAL and LIABILITIES '
Capital | 7,592,722 7,370,500
Reserves and Surplus 2 2,602,269 357,063
Deposits 3 52,352,125 37,913,867
Borrowings 4 26,750,368 14,297,673
Other Liabilities and Provisions 5 4,745,677 2,449,346
Total 94,043,161 62,388,449
ASSETS
Cash and balances with Reserve Bank of India 6 1,916,581 1,575,734
Balances with banks and money at cal! and short notice 7 14,223 945 3,590,587
Investments 8 11,923,882 8,622,071
Advances o 62,815,960 46,681,652
Fixed Assets 10 1,097,677 898,815
Other Assz(s 11 2,064,316 1,019,590
Total 94,043,161 62,388,449
Contingent Liabilities 12 199,445 178,689
Rills for Collection - -
Significant accounting policics T
Notes to the financial statements 18

The Schedules referred to above form an integral part of the Balance Sheet

As per our report of even date attached

Jor Haribhaktt & Co. LLP

Chartered Accountants

ICAI Firm Registration No. 103323W/W100048

2 /
Puryshottam Nyati i
i

Partner L

|
Membership No. 118970

Place : Munibai / ¥Varanasi
Date : 22 May 2020

for and on behalf of the Board of Directors of
Utkarsh Small Finance Bank Limited
CIN: U65992UUP2016PLCOB2804

e

D
DIN : 07702190

DIN : 00280010

Govind Singh* Mukund Barsagade
Managing Director & CEO Chief Financial Officer

DIN : 02470880

Nutan Rane
Company Secretary
ACS 20260

Place : Mumbai / *Varanasi
Date : 22 May 2020

FCA 048560




Utkarsh Small Finance Bank Limited

Profit and Loss Account for the year ended 31 March 2620

{Z in '000s)
For the year ended For the year ended
Sehedule 31 March 2020 31 March 2018
1 [INCOME
[nterest Eamed 13 13,076,867 8,810,445
Qlher Income 14 985,553 580,463
Total 14,062,420 9,350,908
11 |[EXPENDITURE
Interest Expended 15 5,794,626 3,822,938
Operating Expenses 16 4,764,841 3,262,699
Provisions and Contingencics 18.23 1,635,526 1,366,39¢
Total 12,194,993 8.452,027
111 |PROFIT/LOSS
Nel {Loss) Prolit for the year 1,867,427 938,881
Balance in Profit and Loss account brought forward 97,085 (593,904)
Taotal 1,964,512 344,977
IV |APPROPRIATIONS
Transfer io Statutory Reserve 466,857 234,720
Transfer to [nvestment Fluctusiion Rescrve 39,242 13,172
Transfer to Capital Rescrve 3,588 -
Balance carried over to Balance Sheet 1,454,825 97,085
Total 1,964,512 344,977
V¥V [EARNINGS PER EQUITY SHARE 18.5.5
Basic EPS (X} 249 1.37
Diluted EPS (%) 2.4% 1.37
Face Value per share (%) 10 10
Sigmificant accounting policies 17
Notes to the financial siatements 18

The Sehedules referred (o above form an infegral part of the Profit and Loss Account,

As per our report of even date attached
Jfor Baribhakti & Co. LLP
Chattered Accountants

ICAI Fiem Repisteation No. 1035
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Puryshottam Nyati
Parter
Membership No. 1189

Place : Mumbai / * Varanasi
Date : 22 May 2020

for and on behalf of the Board of Directors of
Utkarsh Small Finance Bank Limited
CIN: UJ65902UP2016PLC0B2804

Kajaf &hose
Diredtdr
DINYO7702190

Govind Smgh*/

Managing Director & CEO
DIN : 02470880

P
o

g
Nuisn Rane
Company Secretary
ACS 20260

Place : Mumbai / *Varanasi
Date : 22 May 2020
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MuKund Barsagade

Chigf Financial Qfficer
FCA 048560




Utkarsh Small Finance Bank Limited
Cash Flow Statemcent for the year ended 31 March 2020

(¥ in '000s)
. For the year ended For the year ended
§1. No.|Farticulars 31 March 2020 31 March 3019
I ¥ Tating activities
Profil before taxcs 2,504,150 1,488,081
Adjustments for:-
Depreciation on fixed asscts 254,078 162,912
Depreciation on investmenls 616 {9,158)
Amortization of premium on Held o Maturity Investment 74,694 51,214
Profit on sale & Redemption of HTM portfolio (6,886) 221
Unrealised loss on external commercial borrowings 2,13 21,431
Write-off of non performing advances 559,577 293,592
Pravision for standard advanees and other conlingencies 139,447 70,544
Pravision for non performing advances {net of reversaly (300,837) 336,779
Loss/ (Profit) on Sale of Fixed Assets (Men) 190 {21.606}
Other provisions and wile off JB,657 120,431
3,872,817 2,519,001
Adjustments for:-
(Increase) in investmenls (604,514) (457,715)
(Increase) in advances (16,393,048 (16,299.837)
Tnerease in deposits 14,438,257 15,975,199
(Increase) in other assels (329,920) (243,603)
Increase in other hiabililies and provisions 1,559,034 712,731
(1,830,251) {313,215
[ncome taxes paid {ned) (890,497) {23,866)
Met cash Aow Trom operating activitics (A) 1,152,069 2,151,910
I |Cash Aow fromfiused in) investing activities
Purchase of fixed assets including capital work in progress {455,907 (309,857)
Procecds from sale of fixed assets 140 142,401
Durchase of held to matarity seeurities (2,765,661) 1,593,456}
et cash flow (used in) / generated from investing activicies {B) (3,221,428) {1,760,912)
M | Cash finw fromf{used in) Financing Activities
Frocecds from issue of share capital 600,000 -
Net Proceeds / (repayments) from borrowings 12,443,564 (942,222
Net cash flow {used in) / generated from financing actfvities (C) 13,043,564 £942.221)
1V |Net {decrease)fincrease in cash and cash equivalents (A) + (B) + {C) 10,974,205 (521,224)
¥ |Cash and cash cquivalents at the beginning of the period 5,166,321 5,087,545
Y1 |Cash and cash equivalents at the end of the periad 16,140,526 5,166,321
MNotes to the Cash Flow Statement:
Cash and cash equivalents includes the following:
Cash and Ralances with Reserve Bank of India {Refer Scheduls 6) 1,916,581 1,575,734
Balznees with Banks in Curvent Aceounts (Refer Schedule 7) 173,945 340,587
Moncy at Call and Short Notice (Refer Schedule 1 14,050,000 3,250,000
Cash and ¢ash equivalents at the end of the vear 16,140,526 5,166,321
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Utkarsh Smalt Finance Bank Limited
Schedules forming part of the Balance Sheet as af 31 March 2020

Schedule 1 - Capilal

(% in '0003)

As at
31 March 2020

Ay at
31 March 2919

Authorised Capital
1,000,000,000 Equity shares of 710/~ cach

(31 March 2020: 1,000,060,000 Equity shares of Z10/- cach} 10,000,000 10,000,000
Issued, subscribved and Fally paid-up capital
759,272,222 Equity shares of T10/- cach
{31 March 2020; 759,272,222 Equity shares ol T10/- cach) 7,592,722 7,370,500
{refer schedule 18.1.3}
TOTAL 7,592,722 7,321,500
Schedule 2 - Reserves and Surplus
(% in "000s)
As ut As at

31 March 2020

31 March 2019

1. Statutory Reserve

Opening balance 246,807 12,087

Addition during the year 466,857 234,720

Deduction during the year - -
Total 713,664 246,807
2. Investment Fluctuation Reserve

Opening balance 13,172 -

Addition during the year 39,242 13,172

Dreduction during the year - -
Total 52414 13,172
3. Share Premivm Account

Opening balance - -

Addition during the year 3717778 -

Deduction during the year - .
Total 377,778 -
4. Capital Reserye

Opening balance - -

Addition during the year 3,588 -

Deduction during the year - -
Total 3,588 -
5. Balance in Profit and Loss Aceounl 1,454,825 97,085
TOTAL { 142434445} 2,602,269 357,063
Schedule 3 - Deposits

(% in '000s)
As at As at

31 March 2020

31 March 2019

Al . Demand Deposily

{) From banks 78,254 £1,701
i) From others 1,113,372 780,550
Total 1,191,626 862,251
2. Savings Bank Deposits 5,875,021 2,932,108
3. Term Deposits
i} From banks 18,390,201 15,408,099
ii} From others 26,895,277 18,711,409
Total 45,285.478 34,119,508
TOTAL (1t03) 51,352,125 37,913,867
B. i. Deposits of branches in India 52,352,125 37,913,867
il. Deposits of branches outside India . -
TOTAL 52,352,125 37,913,867




Utkarsh Small Finance Bank Limited

Schedules forming part of the Balance Skeet as at 31 March 2020 (continued)

Schedule 4 - Borrowings

(% in ‘000s)

As al
31 Marcch 2020

As at
31 March 2019

L. Borrowings in India
i) Reserve Bank of India 930,000 -
if) Oiher banks 1,000,000 1,209,091
itiy Other ins(iwtions and agencies *
a) Government of India - -
b) Financial institotions 22.515,000 7,625,000
iv) Borrowing in the form of bonds and debentures ) 1.395.000
{excluding subordinated debt) o
v} Capital instruments
a) Borrowing in the form of bonds and debentures
{subordinaicd debt included in Tier 2 capitat) 400,000 408,000
vi) Other borrowings** 166,205 173,701
Tuotal berrowings in India 25,061,205 10,802,792
2. Borrowings outside India
i) Capital instruments
a) Unsecured redecmable debeniures/bonds
(subordinated debt included in Tier 2 capital) 1,500,000 1,300,000
i) Debentures - 1,735,550
iti} Other borrowings 139,163 259,331
Tetal borrowlngs outside India 1,689,163 3,494,881
TOTAL (1+2) 26,750,368 14,297,673
Secured borrowings included in 1 and 2 above 1,213,963 784,881

* Borrowing from other institutions and agencics include suberdinated debt of T 100,000 thousands in the nature of term loan
# Borrowing from outside Indiz include subordinated debt of T 1,500,000 thousands in the nature of Non Convertible Debenture

“* Represents payable under lease obligation

Schedule 5~ Other Llabilities and Provisions

{2 in '000s)

Asat
31 March 2020

As at
31 March 2019

1. Bills payable 85,592 5,782
2. Inter affice a2djusiments {net) - -
3, Lnterest accrued 2,329,727 1,318,521
4. Provision against standard assets 310,671 122 449
5 Others (including provisions) 2,019,687 1,002,594
TOTAL{1i05) 4,745,677 2,449,346
Schedule 8 — Cash and batances with Reserve Bank of India
(T in "0G0s)
As at As at|

31 March 2620

31 March 201%

1. Cash in hand

412,741 239,521

2, Balances witl: Reserve Bank of India
1) Inn current account 1,503,340 1,336,213
i) In other accounts - -
TOTAL(1+2) 1,916,581 1,575,734




Utkarsh Small Finance Bank Limited
Schedules forming part of the Balanee Sheet as at 31 March 2020 (continned}

Schedule 7 - Balance with banks and money at call and short notice

Xin _'GI]Os]
As at As at
31 March 2020 3 March 2919
i. In India
i) Balances with banks
a)y It cument accounls 138,122 108,742
b} In other deposit aceounts 35,823 141,845
iij Money at call and short notice
a) With banks 14,050,000 3,250,000
b} With other institutions - -
Total {i+ii) 14,223,945 3,590,587
2. Ouiside [ndia
In current accounts - _
In other deposits accounts - -
Money at ¢all and shorl notice - -
Total - -
TOTAL(1+2) 14,213,945 3,590,587
Schedule 3 - Investments
(% in "040s)
As at As at

31 March 2020

31 March 2019

1. Investments tn 1ndia (net of provisions)

i} Government securities®

if) Other approved securitics

iii) Shares

iv) Debeantures and bonds

v} Subsidiaries / joint ventores

vi) Others {certificate of deposits and murual funds)

11,923,882

7,923,116

200,000

498,955

Total

11,923,882

8,622,011

2. Investments Outside India (net of provisions)

1} Govemmenl securitics
iiy Subsidfaries / joint ventures
iii} Others (equity shares and bouds)

Total

TOTAL(1+2)

11,923,882

8,622,001

3 Investments

i) Gross value of investments
a) In India
b) Qutside [ndia

ti) Provision for depreciation
a) I India
b) Outside India

Hf) Net value of invesiments
a) Tn India
b) Ouiside [ndia

11,924,498

8,622 071

11,924,498

8,622,071

616

616

11,923,882

8,622,071

11,923,682

8,622,071




Utkarsh Small Finance Bank Limited
Schedules forming part of the Balance Shect as at 31 March 2024 {continued)

Schedule ¢ - Advances (net of provisions)

(T in 'D00s)

As at
31 March 2020

As at
31 March 2019

A. i) Bills purchased and discounted

1,265,650

i1) Cash credits, overdrafts and loans repayable on demand 391,303
i1i) Term loans 62,424,657 45,416,002
Total 62,815,960 46,681,652
B. 1} Secured by tangible assets {includes advances against fixed .
deposits and book debts) 3,236,407 4,396,271
i) Covered by Bank/Government guaraniees - -
iii) Umsceured 57,579,552 42,285,381
Total 62,815,960 46,681,652
C.1  Advaneesin India
1) Priority sector® 57,369,462 42,073 717
i) Public sector - -
iii} Banks 39,072 950,539
iv) Others 5,407,426 3,657,396
Taotal 62,815,960 46,681,652
C.2  Advances Outside India
i) Due from bauks . -
i) Due itom others - -
a) Bills purchases and discounted - -
b) Syndicated loans - -
¢) Otlers - -
'Fotal - .
TOTAL (C.1+C.2) 62,815,960 46,681,652
*Refer Schedule 18.28
Schedule 10 - Fixed Assets
(Z in '0005)
As al As at

31 Mareh 2020

31 March 2019

1. Premiscs

i) Atcost at 31st March of the preceding year 121,202 121,202
ii) Additions during the year - -
iii) Dedugtions during the year -
iv) Accumulated depreciation to date - -
Totak 121,202 121,202
2, Other Fixed Assets {including furniture and fixtures)
i) At cost at 31st March of the preceding year 917013 647,296
i} Additions during the year 464,734 275,017
iii) Deductions during 1he year 44,576 5,300
iv) Accurmlated depreciation to date 502,266 321,212
"Total B34,905 595,801
3 Leased Asseis
i} At cost at 31st March of the preceding year 208,977 333,46)
ii} Additions during the year 18,007 12,950
iii) Deductions during (he year - 137,434
v} Accurmulated depreciation to date 85,862 54,147
Total 141,122 154,230
4, Capital Work in Progress 748 27,582
TOTALI( 1-tod-) 1,097,977 898,815

N




Utkarsh Small Finance Bank Limited
Schedules forming part of the Balance Sheet as at 31 March 2020 (continued)

Schedule 11 — Other Assets

(¥ in 'Q00s)

As at
31 March 2020

As at|
31 March 2019

1. Inter-office adjustmen (et} - 7,485
2, Interest accrued E18,828 396,401
3. Tax Paid in advance/tax deducted at source (net of provision) 95,366 50,139
4. Stalionery and stamps - -
5. Non-banking assets acquired in satisfaction of clainis - -
6. Deferred Tax Assol {net) 375,142 150,669
7. Others F75,480 414,896
TOTAL(1t07) 2,064,816 1,019,590
Schedule 12 — Contingent Liabities
(% in 'D00s)
As ai As at

31 March 2020

31 March 2019

1. Claims against the bank not acknowledged as debts - 41
2. Liability for partly paid investment . -
3. Liability on account of outstanding forward exchange contracts - -
4, Liability on account of outstanding derivative contracis - -
s, Guarantees given on behall of constituents

i) In India - -

i) Qutside India - -
b, Acceplances, endorsements and other obligations - -
7. Other items for whicli the bank is contingently liable 199,445 178,648
TOTAL(1te7) 199,445 178,689

Nole 1. The Supreme Court of India in its judgement in the case of THE REGIONAL PROVIDENT FUND COMMISSIONER, (1T}
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. The Bank would record any further effect in its financial statemients, 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

I April 2019,

Note 2: Includes capital cammitment of T 184,963.60 thousand (31 Mareh 2019: € 55,663 thousands)

T
o

T




Utkarsh Small Finance Bank Limited

Schedules forming part of the Profit and Loss Accousnt Tor the year ended 31 March 2020

Schedale 13 — interest Earned

(% in '000s)

For the year ended
31 March 2620

For the year ended
31 March 2019

1. Tnterest / discount on advances / bills 11,922,724 8,063,554
2. Income on mvesiments 947,580 614,605
3. [nterest on balance with Reserve Bank of India and
¢ QOther inter bank funds 205,550 136,771

4. Others 1,013 1,515
TOTAL(1to4) 13,076,867 8,810,445
Schedute 14 — Other Income

T in "000s)

For the year ended
31 March 2020

For the year ended
31 March 2019

1. Commission, exchange and brokerage 284,491 165,004
2. Profi{Loss) on sale/redemplion of Lnvestments {net} 7,500 (16,517
3. Profit/{Loss) on revaluation of invesiments - -
4. Profit/{Loss) on sale of iand, building and other assets (net) -
5. Profiv{Loss) on exchange 1ransactions (net) - -
6. Income carned by way of dividends from Subsidiories / Associates and
for Joint Venture abroad / in India i )

7. Miscellancous Income* 693,502 431,976
TOTAL(1to7) 985,553 586,463
* includes fee reccived on sale of PSLCs of 452,700 thousands {31 March 2019; 242,795 thousands)
Schedule 15— Interest Expended

(% in "000s)

For the year ended
31 March 2020

For the year ended
31 March 2019

1. Interest on deposits 4,136,774 2338978
2, Interest on Reserve Bank of India / Inter-bank borrowings 38,165 159,994
3 Others* 1,595,687 1,323,966
TOTAL (1t03) 5,794,626 3,822,938
* includes fee paid on purchase of PSLCs of Nil (31 March 2019: 230,000 Llhousands)
Schedule 16 — Operating Expenses
(T in '000s)
For the year ended For the year ended
31 March 2024 31 March 2019
1. Payments 1o and provisions for employecs 2,621,609 1,865,725
2. Rent, taxes and lighting 349,112 212,506
3. Printing and stalionery 109,186 54,385
4. Advertiscment and publicity 55,443 55,857
5. Depreciation on Bank's property 254,078 162,912
6. Director's fees allowances and expenses 9,774 17,792
7. Anditors' fees and expenses 13,364 13,910
8. Law charges 145370 107,416
9, Postage, wclegrams, telephones, ete. 89,347 69,470
10,  Repairs and maintenance 122,834 72,443
11.  Insurance 28313 14,993
11, Oiher expenditure® 966,41 | 615,290
TOTAL(Ito12) 4,764,841 3,262,699

* Includes seryice.charges for core banking software and ATM, travelling and other expenses.
o




Utkarsh Small Finance Bank Limited
Schedules forming part of the financial statements for the year ended 31 March 2020

Schedule 17 — Significant accounting policies
17.1 Background

Utkarsh Simall Finance Bank Limited (“Company” or “the Bank™), incorporated on 30 April 2016 in India, is a
Smal! Finance Bank (‘SFB’) engaged in providing banking and financial services and governed by the Banking
Regulation Act, 1949. The Bank had commenced its banking operations from 23 January 2017. Scheduled
Bank status was accorded by Reserve Bank of India vide notification no. DBR.NBD. (SFB- TUMFL).
No0.2689/16.13.216/2017-2018 dated 4 October 2017 and was published in the Gazette of India on 7 November
2017. The Bank is a wholly owned subsidiary of Utkarsh Core Invest Limited (*the Holding Company™).

The Reserve Bank of India (“RBI"} issued license no. MUM: 125 on 25 November 2015 to the Company to
carry on business as SFB with certain terms and conditions. Pursuant to the condition attached in the approval
for small finance bank, the Holding Company entered into a business transfer agreement (“BTA™ and
transferred its micro finance business to the Bank. Pursuant io the BTA all the assets and Liabilities (except
certain specified assets and liabilities) as at 21 January 2017 of the Holding Company were transferred to the
Bank at book value based on slump sale basis for cash consideration of €68.51 crores. Pursuant to BTA,, all the
employees of the Holding Company (except certain employees) were transferred to SFB on the same
employment terms and rights granted under employce stock option scheme of the Holding Company are
continued in SFB. Resultant, non-convertible debentures listed on the stock exchange were also transferred in
the name of the Bank and a transfer was effected by the exchange effective 3 May 2017,

17.2 Basis of preparation

The accompanying financial statements have been prepared under the historical cost convention and on the
accrual basis of accounting, unless otherwise stated, and comply with the requirements prescribed under the
Third Schedule (Form A and Form B) of the Banking Regulation Act, 1949. The accounting and reporting
policies of the Bank used in the preparation of these financial statements conform to Generally Accepted
Accounting Principles in India (*“Indian GAAP”), the circulars and guidelines issued by Reserve Bank of India
(“RBI”) from time to time, the Accounting Standards netified under Section 133 of the Companies Act, 2013

(asamended from time to time) to the extent applicable, and practices generally prevalent in the banking industry
in India,

17.3 Use of estimates

The preparation of the financial statements in conformity with the Indian GAAP requires the management to
make estimates and assumptions that are considered in the reported amount of assets, liabilities and disclosure
of contingent liabilities on the date of the financial statements and reported income and expenses during the
reporting peried. The estimates and assumptions used in the accompanying financial staiements are based upon
management’s evajuation of the relevant facts and circumstances as of the date of the financial statements and
the management believes that the estimates used in the preparation of the financial statements are prudent and
reasonable. Actual results may differ from the estimates used in preparing the accompanying financial
statements. Any revision to accounting estimates is recognized prospectively in current and future periods.

17.4 Significant accounting pelicies

The accounting policies adopted in the preparation of financial statements are consistent with those of previous
year,

A.Revenne Recognition

a) Interest income on loan portfolio is recognised in the Profit and Loss account on accrual basis, except
in the case of interest on Non- Performing Advances (NPA) where it will be recognized upon realization
as per the Income Recognition and Asset Classification norms of RBL

b) Recoveries in respect of all past due loan accounts including classified as NFA are to be appropriated
towards charges, interest, overdue and thereafter towards principal except for micro finance (JLG) loans
W_llﬁl@.l\ch recoveries would be appropriated towards instalment(s) outstanding,




Utkarsh Smali Finance Bank Limited
Schedules forming part of the financial statements for the year ended 31 March 2020

Schedule 17 — Significant accounting policies (continued)

¢) Fees paid / received for priority sector lending certificates (PSLC) is recognised upfront.

d) Recoveries in respect of debts written off are recognized in the year in which such amounts are recovered
and the same are disclosed under “Other Income”

e) Profit/ premium arising at the time of securitization / assignment of loan portfolio is amortized over the
life of the underlying loan portfolio / securities and any loss arising therefrom is recognized immediately.
Income from interest strip {excess interest spread} is recognized in the profit and loss account net of any
losses when redeemed in cash. Interest retained under assignment of loan receivables is recognized on
realization basis over the life of the underlying loan portfolio.

f)  Loan processing fees collected from the borrowers is recognized over the tenure of the loan.

g) Interest on term deposits is accrued on tume proportion basis, using the underlying interest rate.

h) Documentation and monitoring charges collected from borrowers are accounted upfront when it
becomes due.

i} Income on discounted instruments is recognised over the tenure of the instrument on a constant yield
basis.

Jy  Dividend is accounted on an accrual basis when the right to receive the dividend is established.
k) All other fees are accounted for as and when they become due.

B. Advances
a) Accounting and Classification

Advances are stated net of bills rediscounted and provisions made in respect of NPA’s. Advances are
classified as performing and NPA based on the relevant RBI guidelines.

b} Provisioning

Provisions in respect of non-performing and restructured advances are made based on management’s
assessment of the degrec of impairment of the advances subject to the minimum provisioning levels
prescribed under RBI guidelines with regard to the Prudential Nomns on Income Recognition, Asset
Classificalion & Provisioning prescribed from time to time. In case of restructured accounts, provision is
made for erosion/ diminution in fair value of restructured loans, in accordance with RBI guidelines.

The Bank also maintains provision on standard assets to cover potential credit losses which are inherent in
any loan portfolio in accordance with RBI guidelines. However, provisioning rates prescribed by RBI are the
regulatory minimum, and Bank may make addifional provisions in respect of advances to stressed sectors of
the economy as approved by the Board from time to time. Provision made against standard assets is included
in ‘Other Liabilities and Provisions’.

¢} Floating Provision

The Bank recognises floating provision as per the Board approved policy, which is in addition to the specific
and general provisions made by the Bank. The floating provision is utilised, with the approval of Board and
RBJ, in case of contingencies which do not arise in the normal course of business and are exceptional and
non-recurring in nature and for making specific provision for impaired loans as per the requirement of extant
RBI guidelines or any regulatory guidance / instructions. Floating provisions are netted off from gross
advances to arrive at net advances.

-




Utkarsh Smal! Finance Bank Limited
Schedules forming part of the financial statements for the year ended 31 March 2020

Schedule 17 — Significant accounting policies (continued)

C. Investments

a)

b)

Classification and valuation of Bank’s Investments is carried out in accordance with RBI circular DBR No
BP.BC.6/21.04.141/2015-16 dated 1 July 2015 and Fixed Income Money Market and Derivatives
Association ('FIMMDA) and Financial Benchinark India Private Limited {(‘FBIL’) guidelines prescribed in
this regard from time to time.

Classification

Investments are classified into ‘“Held for Trading’ (‘HFT’), ‘Available for Sale’ (‘AFS’) and ‘Held to
Maturity” (HTM) categories at the time of purchase.

Investments that are acquired with an intention to hold till maturity are classified as “HTM”.
Invesiments that are held primarily for sale within 90 days from the date of purchase are classified as “HFT”.

Investments, which are not classified in the above two catepories, are classified as “AFS”, Further, as per the
RBI guidelines, HFT securities, which remain unsold for a period of 90 days are reclassified as AFS
securities.

The Bank follows trade date methed of accounting for purchase and sale of investments, except for
Government of India and state government securities where settlement date method of accounting is followed
in accordance with RBI guidelines.

For the purpose of disclosure in the financial statements, the Investments are classified under six groups a)
Government Securities b) Other Approved Sccurities ¢) Shares d) Debentures and Bonds e) Subsidiaries /
Joint Ventures and f) Others.

Investments are classified as performing or non-performing as per RBI guidelines. Non performing
investments are subjected to prudential norms for Classification, valuations and Qperation of Investment
Portfolio by Banks prescribed from time to time.

Valuation

Investments classified as “Held to Maturity” securities need not to be marked to market and will be carried
at acquisition cost, unless it is more than the face value, in which the premium should be amortised over the
period remaining to maturity. Where in the opinion of the management, 2 diminution, other than temporary
in the value of investments classified under FITM has taken place, appropriate provisions are made.

Investments classified as AFS and HFT are marked-to-market on a periodic basis as per relevant RBI
guidelines. The securities are valued scrip-wise and depreciation / appreciation is aggregated for each
category. Net appreciation in each category, if any, is ignored, while net depreciation is provided for. The
book vaiue of individual securities is not changed consequent to the periodic valuation of investments.

Treasury bills, commercial papers and certificates of deposit are valued at carrying cost including the pro
raia discount accrued for the holding period.

Quoted investments are valued at traded quoted price available on the recognised stock exchanges, subsidiary
general ledger account transactions are valued as per the price list of RBI or prices declared by Primary
Dealers Association of India (“PDAI”) jointly with FIMMDA / FBIL applicable as at the balance sheet date,
For detiving market value of unquoted fixed income securities (other than Central and State Government

securities), yields / mark-up rates (reflecting associate credit risk) declared by the FIMMDA / FBIL are
considered.

Quoted Mutual Fund units are valued as per stock exchange quotcs and un-quoted mutual fund units are
valued at last available re-purchase price or Net Asset Value where re-purchase price is not available.

Unquoted equity shares are valued at the break-up value, if the latest Balance Sheet is available, or at Rs. 1,
as per RBI guidelines,

}\\. («ﬁ
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Utkarsh Small Finance Bank Limited
Schedules forming part of the financial statements for the year ended 31 March 2020

Schedule 17 — Significant accounting policies (continued)

c)

d)

¢)

Disposal of investments

Profit / Loss on sale of investments under the aforesaid three categories is recognized in the Profit and Loss
accouni. Cost of investments is based on the weighted average cost method. The profit from sale of
investment under HTM category, net of taxes and transfer to statutory reserve is appropriated from Profit
and Loss account to “Capital Reserve” in accordance with the RBI Guidelines.

Transfer between categories
Transfer of investments between categories is accounted in accordance with the extant RBI guidelines:
a) Transfer from AFS/HFT to HTM is made at the lower of book value or market value at the time of transfer.

b) Transfer from HTM to AFS/HFT is made at acquisition price/ amortised cost if originally placed in HTM
ai par or at a discount and at amortised cost if originally placed in HTM at a premium.

¢) Transfer from AFS to HFT category or vice-versa is made at book value and the provision for the
accumulated depreciation, if any, held is transferred to the provisions for depreciation against the HFT
securities or vice-versa.

Repurchase transactions

Repurchase (Repo’) and reverse repurchase (‘Reverse Repo') transactions including liquidity adjustment
facility (with RBI) are accounted for as borrowing and lending transactions respectively. Accordingly,
securities given as collateral under an agreement to repurchase them continue to be held under the investment
account of the Bank and the Bank would continue to accrue the coupon/discount on the security during the
repo period. The Bank continues to value the securities sold under repo as per the investment classification
of the security. Borrowing cost on repo transactions is accounted for as interest expense and income on
reverse repo transactions are accounted for as interest income.

Broken period interest, brokerage etc.

Broken period interest and costs such as brokerage paid at the time of acquisition of the security are charged
to the Profit and Loss account.

D. Fixed assets and depreciation / amortisation

Tangible asscts

Tangible fixed assets are accounted for at cost less accumulated depreciation, amertization and accumulated
impairment losses. Cost includes freight, duties, taxes and all other directly attributable expenditures towards
acquisition and instaliation of assets before it is ready for commercial use. Subsequent expenditure incurred
on assets put to use is capitalised onty when it increases the future benefit / functioning capability from / of
such assets.

Tangible fixed assets under construclion and tangible fixed assels acquired but not ready for their intended
use wilk be disclosed as capital work-in-progress.

Depreciation is provided as per straight-line method from the date of addition over the estimated useful life
of the asset. Depreciation on assets sold during the year is charged to the Profit and Loss account up to the
date of sale. Assets costing less than 35,000 are fully depreciated in the year of purchase. If the management’s
estimate of the useful life of a fixed asset at the time of acquisition of the asset or of the remaining useful life
on a subsequent review is shorter, then the depreciation is provided at a higher rate based on management’s
estimate of the useful life/remaining useful life. The management believes that depreciation rates currently
used, fairly reflect its estimate of the useful lives and residual values of fixed assets which are in accordance
with lives prescribed under Schedule 11 of Companies Act, 2013,

Leaschold improvements are amortised on straight line basis over the primary period of the lease or the
estimated useful life of the assets, whichever is lower.
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Schedules forming part of the financial statements for the year ended 31 March 2020

Schedule 17 — Significant accounting policies {continued)

Losses arising from retirement or gains or losses arising from disposal of fixed assets which are carried at
cost are recognized in the Profit and Loss account.

Intangible assets

Intangible assets that are acquired by the Bank are measured initially at cost. After initial recognition, an
intangible assect is carried at its cost less any accumulated amortization and any accumulated impairment loss.
Subsequent expenditure is capitalized only when it increases the future economic benefits from the specific
asset to which it relates.

Intangible assets are amortized in the Profit and Loss account over their estimated useful lives from the date
they are available for use based on the expected pattern of consumption of economic benefits of the asset.
Intangible assets are amortized on straight line basis. Computer software are amortized on straight line basis
over their estimated useful life of three years.

Impairment

In accordance with AS-28- Impairment of assets, the Bank assesses at each balance sheet date whether there
is any indication of impairment of assets based on internal / external factors. If any such indication exists,
the Bank estimates the recoverable amount of the asset. If such recoverable amount of the asset or the
recoverable amount of the cash generating unit to which the asset belongs to is less than its carrying amount,
the carrying amount wil] be reduced to its recoverable amount. The reduction is treated as an impairment
loss and is recognized in the Profit and Loss account. If at the balance sheet date there is an indication that a
previously assessed impairment loss no longer exists, the recoverable amount is reassessed and the asset is
reflected at the recoverable amount subject to a maximum of depreciable historical cost.

E. Foreign Currency transactions

Transactions denominated in foreign currency are recorded at exchange rates prevailing on the date of the
transactions. Exchange differences arising on foreign cutrency iransactions settled during the year are
recognised in the Profit and Loss account. Income and Expenditure items are translated at the rates of
exchange prevailing on the date of the transaction.

Monetary assefs and liabilities denominated in foreign currencies are translated at the balance sheet date
based on exchange rates notified by Foreign Exchange Dealers’ Association of India (*FEDAI™) and the
resultant exchange differences are recognized in the Profit and Loss account.

Derivative

The Bank recognises all derivative contracts (other than those designated as hedges) at fair value, on the date
on which the derivative contracts are entered into and are re-measured at fair value as at the Balance Sheet
or reporting dates,

Derivatives are classified as asscts when the fair value is positive (positive marked te market value) or as
liabilities when the fair value is negative (negative marked to market value), Changes in the fair value of
derivatives other than those designated as hedges are recognised in the Profit and Loss account.

Derivative contracts designated as hedges are not marked to market unless their underlying transaction is
marked to market. In respect of derivative contracts that are marked to market, changes in the market value
are recognised in the Profit and Loss account in the relevant period,

The Bank identifies the hedged item (asset or liability) at the inception of the transaction itself. Hedge
effectiveness is ascerlained al the time of the inception of the hedge and periodically thereafter. Gains or
losses arising from hedge ineffectiveness, if any, are recognised in the Profit and Loss account. Contingent
liabilities on account of derivative contracts denominated in foreign currencies are reported at closing rates
of exchange notified by FEDALI as at the balance sheet date.

T

2 Mur\nbai




Utkarsh Small Finance Bank Limited
Schedules forming part of the financial statements for the year ended 31 March 2020

Schedule 17 — Significant accounting policies (continued)
G. Employee benefits
a. Defined Contribution Plan -

The Bank makes specified monthly contribution towards employce provident fund to Govemment
administered provident fund scheme, which is a defined contribution scheme. The Bank’s contribution is

recognised as an expense in Profit and loss account during the period in which the employee renders the
related service,

b, Defined Benefit Plan and Compensated absences-

The Bank provides for gratuity, a defined benefit retirement plan covering eligible employees. Gratuity is
covered under a scheme administered by Life Insurance Corporation of India through gratuity trust (Group
Gratuity scheme) and the contributions made by the Bank to the scheme is recognised in the Profit and loss
account. The liability recognised in the Balance Sheet in respect of defined benefit plan is the present value
of the defined benefit obligation at the balance sheet date less the fair value of plan assets. The calculation
of the Bank’s obligation under the plan is performed annually by qualified independent actuary using

projected unit credit method. Actuarial gains and losses arising during the year is immediately recognised in
the Profit & Loss account,

Compensated absence, is a long-term employee benefit, and acerued based on an actuanial valuation done as
per projected unit credit method at the balance sheet date, carried out by an independent actuary.
Compensated absence is covered under a scheme administered by Life Insurance Corporation of India,

Actuarial gains and losses are recognized in full in the Profit and Loss account for the period and are not
deferred.

H. Share Issue Expenses

Share issue expenses are adjusted from Securities Premium Account in terms of Section 52 of the Companies
Act, 2013.

1. Employee Stock Option Scheme

The Bank has formulated Employees Stock Option Scheme. The scheme provides that subject to continued
employment with the Bank, employees of the Bank are granted an option to acquire equity shares of the
Holding Company that may be exercised within a specified period. The compensation cost for all opticns
granted to employees by the Holding company is computed based on valuation of shares of Holding company
as per intrinsic value method and is amortised over the period of vesting. Measurement and disciosure of the
Employce Share-based Payment Schemes are done in accordance with the Guidance Note on Accounting for
Employee Share-based Payments, issued by the Institute of Chartered Accountants of India (‘ICAY).

J. Lease transactions

A lease is classified at the inception date as finance lease or an operating lease, Assets taken on lease where
the Bank acquires substantially all the risks and rewards incidental to ownership ave classified as finance
leases,

Finance lease is capitalised at the commencement of the lease at an amount equal to lower of its fair value
and present value of the minimum Jease payments. Lease payments are apportioned between finance charges
and reduction of lease liability so as to achieve constant rate of interest on the remaining batance of the
liability. The rental obligations, net of finance charges, are reflected as borrowings. Finance charges are
recognised as finance costs in the profit and loss account.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership over the lease

term are classified as operating leases. Operating lease rentals are recognised as and when the payments are

made over the lease terms.
T
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Schedule 17 - Significant accounting pelicies {(continued)

K. Taxation

L

Income tax comprises the current tax (i.e. amount of tax for the period, determined in accordance with the
Income Tax Act, 1961 and the rules framed there under) and the net change in the deferred tax asset or
liability for the period (reflecting the tax effects of timing diffcrences between accounting income and taxable
income for the period).

Provision for current income-tax is recognized in accerdance with the provisions of the Income Tax Act,
1961 and is made annually based on the tax liability after taking credit for tax allowances and exemptions.

The current tax, deferred tax charge or credit and the corresponding deferred tax liability or asset is
recognised using the tax rates that have been cnacted or substantively enacted by the balance sheet date.

Deferred tax assets are recognised only (o the extent there is reasonable certainty that the assets can be
realized in future. However, where there is unabsorbed depreciation or carried forward loss under taxation
laws, deferred tax assets are recognised only if there is virtual certainty (supported by convincing evidence
of future taxable income) of realization of such assets.

Deferred tax assets are reviewed at each Balance Sheet date and approptiately adjusted to reflect the amount
that is reasonably/virtually certain to be realized.

Minimum Altemmate Tax (MAT) credit is recognised as an asset to the cxtent there is convincing
evidence that the Bank will pay normal income tax during specified period, i.e., the period for which
MAT credit is allowed to be carried forward as per prevailing provisions of the Income Tax Act 1961,
In accordance with the recommendation contained in the guidance note issued by ICAI, MAT credit is
to be recognised as an asset in the year in which it becomes ¢ligible for set off against normal income
tax. The Bank reviews MAT credit entitlements at cach balance sheet date and writes down the carrying
amount to the extent there is no longer convincing evidence to the effect that the Bank will pay normal
income tax during the specified period.

Provisions and contingencies

The Bank recognises a provision when there is present obligation as a result of a past event that probably
requires an outflow of resources and a reliable estimate can be made of the amount of the obligation, A
disclosure for a contingent liability is made when there is a possible obligation or a present obligation that
may, but probably will not, require an outflow of resources. When there is a possible obligation or a present
obligation in respect of which the likelihood of outflow of resources is remote, no provision or disclosure is
made,

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate, If it is no
longer probable that an outflow of resources would be required to settle the obligation, the provision is
reversed,

Contingent assets are not recognized in the financial statements. However, contingent assets are assessed
continvally and if it is virtually certain that an inflow of economic benefits will arise, the asset and related
income are recognized in the period in which the change occurs.

M. Earnings per share (EPS)

Basic carnings per share 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.

Diluted earnings per share reflect the potentiai dilution that could occur if contracts to issue equity shares
were cxercised or converied during the year. Difuted carnings per equity share is computed using the
weighted average number of equity shares and dilutive potential equity shares outstanding during the year,
except where the resuits are anti-ditutive,
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Schedule 17 — Significant accounting policies (continued)

N. Cash and cash equivalenis

Cash and Cash equivalents include cash in hand, balances with RBI, balances with other banks and money
at call and short notice.

0. Cash Flow Statements

Cash flows are reported using the indirect method, whereby profit before tax is adjusted for the effects of
transactions of a non-cash nature, any deferrals or accruals of past or future operating cash receipts or
payments and item of income or expenses associated with investing or financing cash flows. The cash flows
from operating, investing and financing activities of the Bank arc segregated.

P, Scgment reporting

The disclosures relating to segment reporting is done in accordance with AS 17 “Segment Reporting” and as
per guidelines issued by the RBI.

Q. Priority Sector Lending Certificates

The Bank vide RBI circular FIDD.CO.Plan.BC.23/04.09.01/2015-16 dated 07 April 2016 trades in Priority
Sector portfolio by selling or buying Priority Sector Lending Certificates (PSLCs). There is no transfer of
risk on loan assets in these transactions. The fee paid for purchase of the PSLC is treated as an ‘Expense’
and the fee received for the sale of PSLCs is treated as ‘Miscellaneous Income’.

R. Impairment of Assets

The Bank assess at each balance sheet date whether there is any indication that an asset may be impaired,

Impairment loss, if any, is provided in the profit and loss account to the extent the carrying amount of assets
exceeds their estimated recoverable amount.

5. Corporate Social Responsibility

Expenditure towards corporate social responsibility in accordance with Companies Act, 2013 is recognised
in the profit and loss account.
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Schedule 18
Notes to accounts forming part of financial statements for the year ended 31 March 2020

18.1.1 Capital

Capital Adequacy Ratio as per operﬁting guidelines issued by RBI for Small Finance Banks and amended
thereafter is given below:

(¥ in crote, excepl percentages)

Particulars As at As at
31 March 2020 31 March 2019
i} Common Equity Tier 1 (CET) capital ratio (%) 19.41% 20.34%
ii) | Tier 1 capital ratio (%) 19.41% 20.34%
iii) | Tier 1I capital ratio (%) 2.78% 3.80%
tv) | Total capital ratio (CRAR) (%) 22.19% 24.14% |

V) Percentage of the shareholding of the
Government of India in public sector banks

vi) | Amount of equity capital raised 60.00* 267.00**

vil) | Amount of additional Tier I capital raised - -

viii} | Amount of Tier Il capital raised (Refer 18.1.2 4

below) ) 0.00

* includes share premium of 377,777,774 against the rights issue.

** shares issued upon conversion of compulsory convertible debentures

Notes:

« The Bank has followed Basel 11 Capital Regulations dated 1 July 2015 and amended thereafter for the
purpose of Capifal Adequacy Ratio in accordance with the operating guidelines for small finance banks
as issued by RBI on 6 October 2016.

» The Bank has followed Master Circular No. DBR.No.BP.BC.4/21.06.001/2015-16 on Prudential
Guidelines on Capital Adequacy and Market Discipline — New Capital Adequacy Framework (NCAF)
issued by RBI dated 01 July 2015 for the purpose of computing Capital Adequacy Ratio as at 31 March
2020.

* As per RBI, letter DBR.INBD. No. 4502/16.13.218/2017-18 dated 8 Nov 2017, it is clarified that no
separate capital charge is being prescribed for market risk and operational risk for the time being.

18.1.2 Tier II Capital

The Bank has not acquired Basel 11 compliant debt capital instruments during the year ended 31 March 2020
(31 March 2019: 240.00 crore).
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18.1.3 Capital Infusion

During the current year, the Bank has issued 22,222,222 equity shares having face value of 210 each at a
premium of 17 each for cash through rights issue to Utiarsh Caorelnvest Limited (Holding Company)
aggregating to ¥599,999,994 on 18 September 2019,

In the previous year, the Bank issued 26,70,00,000 equity shares of 210 each at par upon conversion of
Compulsorily Convertible Debentures (CCD) into equity aggregating to ¥2,67,00,00,000 (Rupees Two
Hundred and Sixty Seven crore only) on 13 June 2018 to Utkarsh Corelnvest Limited (the ‘Holding

Company’).
(¥ in crore except share data)
For the year ended For the year ended
. 31 March 2020 31 Mareh 2019
Particulars
Nuinber of Number of
Amount Amount
shares shares
Outstanding as at the beginning of the year | 73,70,50,000 737.05 | 47,00,50,000 470.05
Shares 155|.!ed upon conversion of ) _ 1 26.70,00,000 267.00
compulsorily convertible debentures
Shares issued during the year 2,22,22222 22.22 - -
Qutstanding at the end of the year 759,272,222 759.27 | 73,70,50,000 737.05

18.2 Investments

During the year ended 31 March 2020 and year ended 31 March 2019, there has been no sale from and

transfer to/ from, the HTM category in excess of 5% of the book value of the investments held in the HTM
category at the beginning of the year,

In accordance with the RBI guidelines, sales from, and transfers to / from, HTM category exclude the
following from the 5% cap:

a. One-time transfer of securities permitted to be undertaken by banks at the beginning of the accounting
year with approval of the Board of Directors;

Sales to the RBI under pre-announced open market operation auctions;

Repurchase of Governiment securities by Government of India from banks;

Additional shifting of securities explicitly permitted by the RBI from time to time; and

Direct sales from HTM for bringing down SLR holdings in the HTM category.

o a0 o

18.2.1 Movement of Investments:

(T in crore)
Particulars As at As at

31 March 2020 31 March 2019

(1) | Value of Investments

(i) Gross Value of Investments
(a) In India 1,192.45 862.21
(b) Outside India

(ii) Provisions for Depreciation
(a) In India 0.06
(b) Outside India -

=l u)ﬁet\fai ue of Investments

" {@nindia 1776239 86331
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Particulars

As at
31 March 2020

As at

31 March 2019

(b) Qutside India

@)

Movement of provisions held towards depreciation of

investments

(i) Opening balance

0.92

(ii) Add: Provisions made during the year

0.06

(iif) Less: Write-off / write back of excess / provisions

during the year

0.92

(iv) Closing batance

0.06

Repo/Reverse Repo/MSF Transactions during the year ended 31 March 2020 (In Face Value Terms)

Sh, Particulars Minimum Maximum Daily average | Outstanding
No. outstanding | ocutstanding outstanding ason 31
during the | during the | during the year | March 2020
year year
Securities sold under repo/MSF
i. Government securities 11.44 180.25 69.95% 92,27
ii. Corporate debt securities - - - -
Securities purchased under
reverse repo
Government securities 9.50 1,412.34 218.13* 1272.43

Corporate debt securities

Repo/Reverse Repo/MSF Transactions during the year ended 31 March 2019 (In Face Value Terms)

St Particulars Minimum Maximum Daily average | Ouistanding
No. outstanding | outstanding outstanding ason 31
daring the | during the | during the year | March 2019
year year
Securities sold under repo/MSF
i. Government securities 4.90 490 4.90%* -
ii. Corporate debt securities - - - -
Securities purchased nnder
reverse repo
i Government securities 2.80 41495 125.02% 283.56

ii.

Corporate debt securities

* In computation of average balance, actual number of days of transactions have been considered
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18.2.2 Issuer Composition of Non-SLR investments (investments net qualifying for the purpose of Statutory
Liquidity Ratio (SLR) prescribed by RBI):

Issuer composition as at 31 March 2020 of non-SLR investments

(2 in crore)

S. No Particulars Amount Extent of Extent of ‘Below Extent of Extent of
Private Investment *Unrated’ “Unlisted’
Placement | Grade’ Securities | Securities Securities
1 PSU - - - . _
2 Fls - - - - _
3 Banks - - - - -
4 Private Corporates - - - - -
5 Subsidiaries/  Joint - - - . .
ventures
6 Others - - - - _
7 Provisions held - - - -
towards depreciation
Total - - - -
Issuer composition as at 31 March 2019 of non-SLR investments
(% in crore)
5. Particulars Amount Extent of Extent of ‘Below Extent of Extent of
No Private Investment ‘Unrated’ “Unlisted’
Placement | Grade’ Securities Securities Securities
] PSU - - - - i
2 Fls 20.00 20.00 - - -
3 Banks 49.90 - - - -
4 Private Corporates - - - . -
5 Subsidiaries/  Joint - - - - -
ventures
6 Others - - - - -
7 Provisions held - - - - -
towards depreciation
Total 69.90 20.00 - - -

18.2.3 There are no non-performing non-SLR investments as at 31 March 2020 and 31 March 2019.
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18.3 Forward Rate Agreement/Interest Rate Swaps / Cross Cuorrency Swap/ Exchange Traded Interest Rate
Derivatives:

18.3.1 Notional and concentration of FRAs, IRS, CCS

(% in crore)

Particulars As at As at
31 March 2020 31 March 2019

i) The notional principal of swap agreements* §5.86 23.79
ii) Losses which would be incurred if counterparties failed to 3.05 2.14
fulfil their obligations under the agreements
iii) Collateral required by the Bank upon entering into swaps - -
iv) Concentration of credit risk arising from the swaps - -
v) The fair value of the swap book 2.58 1.51

* Pertains to cross currency swap

18.3.2 The nature and terms of Cross Currency Swaps (CCS)—FCY as on 31 March 2020 are set out befow

Notional
Nature Nos. Principal Benchmark Terms
(¥ in crore)
UsSD 1 1586 | USD LIBOR | Floating receivable vs Fixed payable

The nature and terms of Cross Currency Swaps (CCS) — FCY as on 31 March 2019 are set out below —

Notional
Nature Nos. Principal Benchmark Terms
{Z in crore)
uUsp 1 23.79 | USD LIBOR | Floating receivable vs Fixed payable
18.3.3 The nature and terms of Interest Rate Swaps (IRS) — INR as on 31 March 2020 are set out below —
Notional
Nature Nos. Principal Benchmark Terms
{2 in crore)

Nil - . - -

The nature and terms of Interest Rate Swaps (IRS) — INR as on 31 March 2019 are set out below —
Notional
Nature Nos. Principal Benchmark Terms
(T in crore)

Nil . - . -
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18.3.4 Exchange Traded Interest Rate Derivatives and exchange traded currency derivative

(2 in ciote)

Sl Particular As at As ai
No. s 31 March 2020 | 31 Mawrch 2019 |
1 Notional Principal amount of exchange traded interest :

rate derivatives and currency derivatives undertaken )
during the year ;

2 Notional Principal amount of exchange traded interest
rate derivatives and currency derivatives outstanding
as on 31 March,

3 Notional Principal amount of exchange traded interest
rate derivatives and currency derivatives outstanding
and not “highly effective” as on 31 March

4 Mark-to-Market value of exchange traded interest rate
derivatives and currency derivatives outstanding and . )
not “highly effective” as on 31 March.

18.3.5 Risk Exposure in Derivatives:

The Bank has nct engaged in any derivatives contfracts during the year ended 3! March 2020 and year ended
31 March 2019. However, Bank acquired a CCS contract pursuant to Business Transfer Agreement from

Holding Company in the year ended as at 31 March 2017. The disclosure to the extent applicable is given
below.

Qualitative disclosure on risk exposure in derivatives as at 31 March 2020

The Bank’s treasury function is responsible for Bank’s access to financial markets. Further, treasury function
monitors and manages various risks relating to treasury operations of the Bank including currency risk,
market risk and liquidity risk. In course of managing these risks, the Bank may use various market
instruments as permissible for the Bank based on RBJ guidelines and internal approvals. Further, compliance
with various policies and exposure limits is reviewed by the internal auditors as required. The Bank does not
enter into any trade in financial instruments including derivative financial instruments for speculative
purposes. The existing exposure is fully hedged exposure towards external commercial borrowings borrowed
prior to conversion into Small Finance Bank and are grandfathered on conversion and there are no derivatives
entered into during the financial year as per operating guidelines of Small Finance Bank issued by RBI.
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Quantitative disclosure on risk exposure in derivatives

(% in crore)

For the year ended 31 March 2020

Currency derivatives

Interest rate

(100*PV01)

_ derivatives
S.No. | Particular Forward Currency Currency
Contract Option Swap
) Derivatives (Notional Principal
Amount)
a) For hedging 15.86% -
b) For trading - - -
(it Marked to Market Positions
a) Asset (+) - 2.58 -
b} Liability (-) - - -
(iii) Credit Exposure - - -
Likely impact of one percentage
(v) change in  interest rate

a) on hedging derivatives

b) on trading derivatives

Maximum and Minimum of
100*PV01 observed during the
year

5 on|MN

hedging Nil

b) on Nil

trading Nil

*

Pertains to cross currency swap
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(¥ in crore)

For the year ended 31 March 2019

Currency derivatives

§. No. | Particular Interest rate
o Forward Currency Currency derivatives

Contract Option Swap

Derivatives (Notional
Principal Amount)

a) For hedging - - 23.79*% -

b) For trading - - -

(i) Marked to Market Positions

a) Asset (+) - - 1.51 -
b) Liability (-) - . -
(iii) Credit Exposure - - -
Likely impact of one

(iv) | percentage change in interest
rate (100*PV01)

a) on hedging derivatives - - - -

b) on trading derivatives - - .

Maximum and Minimum of
100*PV01 observed during the
year

a)on
hedging

b) on ) ) ) ) )
trading

* Pertains to cross currency swap
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18.4 Asset Quality

18.4.1 Movement of NPA and NPA Provision

(% in crore except percentages)

Particulars As at As at
31 March 2020 31 March 2019
(i Net NPAs to Net Advances (%) 0.18% 0.12%
(i) Provisioning Coverage Ratio (PCR) (%) 75.16% 91.32%
(iii) Movement of Gross NPAs
{a) Opening balance 65.57 57.47
(b} Additions during the year 41.19 60.26
{c)Reductions during the year
(i))Up — gradations 4.87 16.23
(i) Recoveries (excluding recoveries made from 1.28 6.07
up-graded accounts)
(iii) Write — offs 55.96 29.86
(d) Closing balance 44.65 65.57
(iv) Movement of Net NPAs
(a) Opening balance 3.69 33.72
(b) Additions during the year 12.84 3.94
(c)Reductions during the year 7.44 31.97
(d) Closing balance 11,09 5.69
(v) Movement of provisions for NPAs
(excluding provisions on standard assets)
{a) Opening balance 59.88 23.75
{b) Provisions made during the year * 28.35 56.32
(c) Write-off / (write back) of excess provisions 54.67 20.19
during the year
(d) Closing balance ** 33.56 59.88

* includes floating provisions amounting to ¥3.76 crores (31 March 2019: 32.45 crores)
** includes floating provisions amounting to 26.21 crores (31 March 2019: £2.45 crores)

The movement of gross NPA does not include accounts classified as NPA during the year and was upgraded

during the vear.

Technical Write-off:

(2 in crore)

Particulars As at As at

: 31 March 2020 31 March 2019
Opening balance of Technical / Prudential written-off 161.33 141.02
accounts
Add : Technical / Prudential write-offs during the year 55.96 29.86
Sub-total (A) 217.29 170.88
Less : Recoveries made from previously technical / 794 055
prudential written-off accounts during the year (B) ' ’
Closing balance as at March 31 (A-B) 209.55 161.33
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18.4.2 Particulars of Restructured Accounts;

The bank has not restructured any accounts during the year ended 31 March 2020 and year ended 31 March 2019.

(¥ int crore)

Fype of Under CDR Under SME Others Total
restructuring
Asset S S8 D (L Total S|I88 |DIL|Totat |S |85 |D |L | Total
Classification
Details
Restructured
accounts as
on 1 Aprit of
the FY
Fresh
Restructurin
g during the
year
Increase /
(Decrease)
in
outstanding
of
Restructured
cases - . - |- - -1 - -1-
Upgradation
to
resfructured
standard
during the
FY - - - |- - - |- S I I
Restructured | A
standard
advances
which cease
to attract
higher
provision at
the year end
and need not - - - - - - - - - ]- - -
be shown as | C
restructured
advances at
the
beginning of
the next FY - - - - - I - b-]-
Down Al -
gradations [ 1 1
of - N ~ N '
restructured
accounts
during the
FY
Write-offs
of

ORI Ol O]

oll-iEs
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Type of Under CDR
restructuring
Asset S
Classification
Details
restructured
accounts
Restructured
accounts as
on 31 March

(Closing) - - - - - - |- - |-1- - . - - . ;

Under SME Others Total

S8 (D |L | Total S[{SS |D|L|Total |S {88 |D |L | Total

ol o
]
1

A- No. of borrowers, B- Amt. outstanding, C- Provision thereon
§- Standard, 88-Sub Standard, D-Doubtful, L-Loss

Strategic Debt Restructuring

Disclosures on Strategic Debt Restructuring Scheme (accounts that are currently under the stand-still period)

(% in crore)
Amounti gutstanding as on
the reporting date with
respect to accounts where
conversion of debt to eguity
has taken place

Amount outstanding as on
the reporting date with
respect to accounts where
conversion of debt to equity
is pending

Amount outstanding as at

No. of accounnts 31 March 2020

where SDR has
been invoked

Classified as
standard

Classified as
NPA

Classified as
standard

Classified as
NPA

Classified as
standard

Classified as
NPA

Disclosures on Strategic Debt Restructuring Scheme (accounts that are currently under the stand-still period)

(% in crore)

Amount outstanding
as on the reporting

Amount outstanding
as on the reporting

Amount outstanding
as on the reporting

No. of date with respect to date with respect to date with respect to
. accounts where accounts where
accounts | Amount outstanding accounts where conversion of debt to | change in ownershi
where as at 31 March 2020 | conversion of debt to equity / invocation of is %nvisao“; ab P
banks have equity / invocation of quity . . ged by
. . pledge of equity issuance of fresh
decided to pledge of equity
. . shares has taken shares or sale of
effect shares is pending b ¢ it
change in place promoters equity
ownership : ; : :
Clasas;ﬁed Classifie Clzsz;ﬁe Classified C'aS:;ﬁ"'d Classified C'asjéﬁed Classified
standard d as NPA standard as NPA standard as NPA standard as NPA
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18.4.3 Details of financial assets sold to Securitisation / Reconstruction Company for Asset Reconstraction:
(< in crore)

FParticulars as at as !
articuda 31 March 2020 31 Miarch 2019

(i) | Number of accounts -

. | Aggregate value (net of provisions) of acceunts sold to SC /
i) |2 |

(iii)y | Aggregate consideration -

(iv) Additional consideration realized in respect of accounts
transferred in earlier years

(v} | Aggregate loss over net book vatue -

18.4.4 Non-performing financial assets purchased:
(2 in crore)

Particulars As at As at
31 March 2020 31 Maich 2019

1 (a) No, of accounts
(b} Aggregate Qutstanding

2 (a) Of these, number of accounts restructured during the year -
(b) Aggregate Outstanding

18.4.5 Non- performing financial assets sold:
(¥ in crore)

Particulars As at As at
31 March 2020 31 March 2019%

No. of accounts sold during the year

Aggregate Outstanding

Consideration Received

18.4.6 Following are the details of securitization done by the Bank:
( in crore except number of loans)
Particulars For the year ended For the year ended

31 Maich 2020 31 March 2019
Total number of loans securitized -

Total book value of loans securitized -

Total book value of loans securitised including loans - -
placed as collateral

Sale consideration received for loans securitised -
Excess interest spread recognised in the profit and loss - -

account
(% in crore)
Particulars As at As at
31 March 2020 31 March 2019

Credit enhancements provided and outstanding:
Interest subordination - 1.69
Principal subordination -

Total




Utkarsh Small Finance Bank Limited
Schedules forming part of the financial statements for the year ended 31 March 2020

18.5 Business Ratios:

(< in crore)
. As at As at
Particulars 31 March 2020 31 March 2019
(1) | Interest income as % to Working funds' 17.30% 17.39%
(ii) | Non-Interest income as % to Working funds' 1.30% 1.18%
(jii} | Operating profit / (loss)” as % to Working funds' 4.63% 4.56%
(iv) | Retumn on Assets! (Working funds") 2.47% 1.86%
) Business®* (Deposit plus Net Advance) per 126 L
employee’ ' ’
(vi} | Profit per employee® 0.02* 0.02%

1. Working funds represents the monthly average of total assels as reported to Reserve Bank of India in Form
X under Section 27 of the Banking Regulation Act, 1949 (31 March 2019: The Bank has considered monthly
average of total assets as working funds)

2. Operating profit is net profit for the year before provisions and contingencies.

3. "Business” is the total of net advances and deposits (net of inter-bank deposits).

4. Return on Assets is net profit after tax divided by working funds,

5. Productivity ratios are based on average employee number.

*Profit per employee is ¥244,223 [31 March 2019: 156,120]

18.6 Asset Liability Maturity Pattern

Maturity pattern of certain items of assets and liabilities is given below
(% in crore)

As at 31 March 2020
Particulars :;:::cfs Investments | Deposits | Borrowings cl:;?-:gg:y cll‘l?‘;iing;'
*k
(INR)* (INR) (INR) | (INR Assets | Liabilities
1 day 8.57 23,06 30.64 0.01 - -
2 to 7 days 0.39 2798 205.73 (.05 - -
8 to 14 days - 3429 252.14 0.06 - -
15 to 30 Days 14.29 36.05 265.42 0.13 - -
31 Days to 2 months 16.45 43.64 210.72 110.25 - -
Over 2 months to 3 391.49 23.07| 16942 0.25 i .
months
Over 3 months 0 6 854.02 146.40 | 827.29 249.40 . 473
months
Over 6 months to 1 year 2.018.93 23538 | 1,352.42 297.81 - 4,73
Over 1 year to 3 years 2,845.82 528.93 | 1885.72 1364.48 - 0.46
Over 3 years to 5 years 80.97 87.67 32.84 61192 - -
Over 5 years 50.67 5.92 2.87 40.69 - -
Total 6,281.60 1,192.39 | 5,235.21 2,675.05 - 18.92
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(Z in crore)
As al 31 March 2019

Particulars i"g::scfs Investments | Peposits Bnrrowiqgs :::_::ifg‘y ;T:;‘f;

(INR)* (INR) (INR) | (ANRY™ |\ cets | Liabitities
1 day 20.61 13.07 86.21 - - -
2 to 7 days 57.84 2417 159.35 - - -
8 to 14 days 58.34 62.81 85.20 - - -
15 to 30 Days 153.74 31.77 169.16 40.00 - -
31 Days to 2 months 285.96 38.74 255.50 - - -
Over 2 months to 3 251.42 53.56 | 287.19 65.64 . .

months

Over 3 months 10 6 813.32 100.18 | 337.90 190.26 : 432
Over 6 months to 1 year 1,407.13 251.00 [ 1,246.31 407.71 - 432
Over 1 year to 3 years 1,541.31 221.69 | 1,147.32 313.79 - 17.29
Over 3 years to 5 years 48.20 58.95 16.24 37237 - -
Over 5 years 30.30 6.27 1.01 4G.00 - -
Total 4,668.17 862.21 | 3791.39 1,429.77 - 2593

* amounts disclosed are net off provision for non-performing assets.
** includes foreign currency liability 18.92 crore (31 March 2019: T25.93 crore)

Note:

1. Inview of the COVID-19 pandemic, the Reserve Bank of India on 27 March 2020, announced measures
to support the economy and the financial system. The measures permit banks to offer upto three-month
moratorium on ali term loans outstanding as on 1 March 2020, interest deferment on working capital
facilities. As a prudent measure, in view of the potential relief to borrowers, for ALM purposes, the
contractual inflows on borrower accounts with respect to toans given to JLG, Housing and MSME have
been suitably adjusted for the moratoriwm.

2. For the purpose of disclosing the maturity pattern, loans and advances that have been subject to risk
participation vide Inter-Bank Participation Certificates (‘IBPCs’) has been classified in the maturity
bucket corresponding to the contractual maturities of such undertying loans and advances gross of any
risk participation. The IBPC amount has been classified in the respective maturities of the corresponding
underlying loans.

3. Classification of assets and liabilities under the different maturity buckets is based on the same estimates

and assumptions as used by the Bank for compiling the return submitted {o the RBI, which has been
relied upon by the auditors

18.7 Exposure

18.7.1 Exposure to Real Estate Sector

(T in crore)
Particulars As ai As at
31 March 2020 31 March 2019

1) Direct exposure
(a) | Residential Mortgages - 201.65 87.99
Out of which Individual housing loans eligible for inclusion 50.17 26.70
in priority sector advances
(b) | Confmercial'Real Estate -

7
e Y
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Particulars

As al
33 March 2020

As at

31 March 2019

(c)

Investments in Mortgage Backed Securities (MBS) and
other securitized expo

Residential Mortgages

Commercial Real Estate

2)

Indirect Exposure

Fund based and non-fund based exposures on National
Housing Bank (NHB) and Housing Finance Companies
{HFCs)

2945

Total Exposure to Real Estate Sector

231.10
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18.7.2 Exposure to Capital Market:

(< in crore)
Particulars As at As at
31 March 2020 31 March 2019

()] Direct investments made in equity shares, convertible
bonds, convertible debentures and units of equity-orieated
mutual funds the corpus of which is not exclusively -
invested in corporate debt;

(i) | Advances against shares/bonds/debentures or other
securities or on clean basis to individuals for investment in
shares (including [POS/ESOPs), convertible bonds, -
convertible debentures, and units of equity-oriented mutual
funds

(il | Advances for any other purposes where shares or
convertible bonds or convertible debentures or units of
equity oriented mutual funds are taken as primary security

(iv) | Advances for any other purposes to the extent secured by
the collateral security of shates or convertible bonds or
convertible debentures or units of equity oriented mutual
funds i.e. where the primary security other than shares / - -
convertible bonds / convertible debentures / units of equity
oriented mutual funds 'does not fully cover the advances

(v) | Secured and unsecured advances to stockbrokers and
guarantees issued on behalf of stockbrokers and market
makers;

(vi) | Loans sanctioned to corporates against the security of
shares / bonds / debentures or other securities or on clean
basis for meeting promoter's contribution to the equity of
new companies in anticipation of raising resources

(vii) | Bridge loans to companies against expected equity
flows/issues

(viii} | Underwriting commitiments taken up by the banks in
respect of primary issue of shares or convertible bonds or

convertible debentures or units of equity oriented mutual
L1030

(ix) | Financing to stockbrokers for margin trading

{x) | All exposures to Venture Capital Funds (both registered
and unregistered) will be deemed to be on par with equity
and hence will be reckoned for compliance with the capital ' )
market exposure ceilings (both direct and indirect)

Total Exposure to Capital Market

18.7.3 Risk Category wise Country Exposure:

The Bank's exposures are concentrated in India, hence country risk exposure as at 31 March 2020 is
Nil (31 Match 2019: Nil)
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18.7.4 Details of Single / Group Borrower limit exceeded by the Bank

The Bank has complied with the Jimits prescribed under extant RBI guidelines with regards to exposure to a

single borrower and group of the borrower during the year ended 31 March 2020 and year ended 31 March
2019,

18.8 Penalties imposed by RBI

No penalty was imposed by RBI on the Bank during the year ended 31 March 2020 and year ended
31 March 2019.

18.9 Earnings Per Share (EPS) -
(T in crore, except per share data)

Particulars For the year ended | For the year ended
31 March 2020 31 March 2019
Basic
Weighted average number of equity shares 74,89,50,425 68,36,50,000
Net profit after tax available for equity shareholders (%) 186.74 93.89
Basic earnings per share 2.49 137
Diluted
Weighted average number of equity shares 74.89,50,425 68,36,50,000
Net profit after tax available for equity shareholders (%) 186.74 93.89
Diluted earnings per share 2.49 1.37
Face value per share 10 10

18,10 Employee Stock Option Plan (“ESOP”™) -

The Holding Company has formulated an Employees Stock Option Scheme to be admintstered through a
Trust. The scheme provides that subject to continued employment with the Bank, the employees of Bank are

granted an option to acquire equity shares of the Holding Company that may be exercised within a specified
year.

The Holding Company formed Utkarsh ESOP Welfare Trust to issue ESOPs to employees of the Bank as
per Employee Stock Option Scheme. Total 12,00,000 equity shares have been reserved under ESOP scheme
2016 and pursuant to Shareholder agreement executed in the year 2016-17 additional 59,89,594 equity shares
has been reserved by the Holding Company for the purpose of ESOP scheme.

During the year the Holding Company granied 18,14,225 (for the year ended 31 March 2019: 17,73,725)
options to the Bank’s employees.

The options vested can be exercised within a year of 24 months from the date of vesting. The plan is
administered, supervised and implemented by the Compensation Committee under the policy and frame work
laid down by the Board of Directors of the Holding Company in accordance with the authority delegated to
the Compensation Commitiee in this regard from time to time.

These options are vested on graded basis as follows:

Vesting details General grant
On completion of ] vear 25%
On completion of 2 years 25%
On completion of 3 years 25%
On completion.of 4 yéars 25%

[l

i
i
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The Guidance Note on “Accounting for. Employee Share Based Payments” issued by the ICAT establishes
financial and reporting principies for employees share based payment plans. The Guidance Note applies to
employee share based payment plans, the grant date in respect of which falls on or after 01 Apeil 2005, The
Guidance Note also applies to transfers of shares or stock options of the parent of the eaterprise, or shares or
stock options of another enterprise in the same group as the enterprise, to the employees of the enterprise.
The compensation costs of stock options granted to employees of the Bank are accounted using intrinsic
value method.

Stock option activity under ESOP Plan in respect of employees of the Bank is as below:

Particulars For the year ended For the year ended
31 March 2020 31 March 2019

Number of equity shares:

Qutstanding at the beginning of the vear 25,54,036 12,86,837
Granted during the year 18,14,225 17,773,725
Lapsed/Cancel during the year 206,874 2,96,513
Exercised during the year 3,04,989 2,10,013
Outstanding at the end of year 38,56,398 25,54,036
Exercisable at the end of year 526,482 1,84,076

The compensation cost is calculated based on the intrinsic value method as per SEBI guidelines, wherein the
excess of fair value of underlying equity shares as on the date of the grant over the exercise price of the
options given to employees of the Bank under the ESOP scheme, is recognised as compensation cost and
amortised over the vesting period. The Holding Company cross charges the compensation cost to the Bank
to the extent it pertains to the employees of the Bank.

Impact of Fair Value Method on Net Profit/ (Loss) and EPS

Had the compensation cost for the Bank’s stock option plans outstanding been determined based on the fair
value by using Black Scholes model, the Bank’s net profit/loss and earnings/loss per share would have been
as per the proforma amounts indicated below:

(% in crore, except per share data)

Particulars For the year ended For the year ended
31 March 2020 31 March 2019
Profit/(loss) afier tax
- Asreported 186.74 93.88
- Proforma 187.99 93.99
{Loss)/Earnings per share
Basic
Weighted average number of shares 748,950,425 683,650,000
EPS as reported (3) 2.49 1.37
Proforma EPS (%) 2.51 1.37

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

Particulars For the vear ended For the year ended
31 March 2020 31 March 2019
Dividend yield 0% 0%
Expected volatility 19.60% 29.51%
Risk free interest rate 7.03% 7.40%
Expected.life in years 5 5
P2 N
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During the year, the Bank introduced Utkarsh Stnalil Finance Bank Limited (USFBL) MD & CEO
Employee Stock Option Plan 2020 to offer, grant and issue in one or more tranches, the Stock Options to
Mr. Govind Singh, MD & CEO. As per Section 35B of the Banking Regulation Act, 1949, the Bank
mandatory requires RBI approval before granting ESOPs. RBI approval is awaited and hence no accounting
adjustment has been made in the financial statements on 31 March 2020.

18.11 Disclosures under AS -15 on employee benefits-

Pefined Contribution Plans:

Employer’s contributton recognized and charged off for the year with respect to defined contribution plans
are as under:

(2 in crore)

Particulars For the year ended For the year ended
31 March 2020 31 March 2019

Provident Fund (refer note below) 15.83 831

ESI 232 2.31

Note: The above amount is netted off with amount of Z1.50 crores received under the scheme *Pradhan
Mantrj Rojgar Protsahan Yojana” for the year ended 31 March 2020 (31 March 2019: ¥1.95 crores).

Defined Benefit Plans:

The Bank has a defined benefit gratuity plan. Every employee who has completed five years or more of
service is eligible for gratuity on cessation of employment and it is computed at 15 days’ salary (last drawn
salary) for each completed year of service subject to limit of 220,00,000 as per the Payment of Gratuity Act,
1972 as amended from time to time. The scheme is funded with an insurance company in the form of a
qualifying insurance policy through gratuity trust.

The following table sets out the status of the defined benefit gratuity plan as required under Accounting
Standard 15.

Change in the present value of the defined benefit obligation

(¥ in crore)
Particulars As at As at
31 March 2020 31 March 2019
Opening defined benefit obligation 7.34 422
Current service cost 346 233
Past service costs - N
Interest cost 0.56 0.32
Actuarial losses/ (gains) 0.25 092
Benefits paid 033 0.45)
Closing defined benefit obligation 11.28 7.34
Change in the plan assets
(% in crore)
Particulars As at As at
31 March 2020 31 March 2019
Opening fair value of plan asset 5.92 5.74
Expected return on plan assets 0.45 0.43
Employers Contributions 4.91 0.40
' R (0.33) (0.45)
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Particulars As at As at
31 March 2020 31 March 2019
Actuarial gains / (losses) on plan assets (0.14) {0.20)
Closing fair value of plan assets 10.81 5.92
Net liability / (asset) recognized in the balance sheet

(< in crore)

Particulars As at As at
31 March 2026 31 March 2019
Present value of funded obligation 11.28 7.34
Fair value of plan assets 10.81 592
Deficit/ (Surplus) 0.47 142
Net liability / (asset) recognized in the balance sheet 0.47 1.42
Net cost recognized in the profit and loss account
(T in crore)
. For the year ended | For the year ended 31

Particulars 31 March 2020 March 2019
Current service cost 346 2.33
Past service costs - -
Interest cost 0.56 0.32
Expected return on plan assets {0.45) (0.43)
Net actuarial losses / (gains) 0.40 1.12
Total cost of defined benefit plans included in
Schedule 16 Payments to and provisions for 3.97 3.34
employees

Reconciliation of opening and closing net liability / (asset) recognized in balance sheel

(% in crore)

Particulars As at As at

31 March 2020 31 March 2019
Opening net liability 1.42 (1.52)
Expenses as recognised in profit & Loss account 3.97 3.34
Employers contribution . .
Contribution paid to fund (4.92) (0.40)
Net liability / (asset) recognised in balance sheet 0.47 1.42
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Experience adjustment and details of obligations and assets

(¥ in crore)

Particulars As at As at As at
31 March 2020 31 March 2019 [ 31 March 2018
Present value of funded obligation at 31* 11.28 7.34 4.22
March
Fair value of plan assets at 31 March 10.81 5.92 574
Deficit / (Surplus) 0.47 1.42 (1.52)
On Plan Liabilities (gains) / losses 0.75 0.35 0.29
On Plan Assets (fosses) / gains (0.14) (0.20) (0.14)
A breakup of Investments under plan assets of gratuity fund is as follows:
Category of assets As at As at
31 March 2020 31 March 2019
Funds with LIC - 100%
Funds with LIC (through gratuity trust) 100% -
Key actuarial assumptions
Particulars As at As at
31 March 2020 31 March 2019

Discount rate 5.40% 7.60%
Expected rate of return on plan asset 5.40% 7.50%
Salary escalation 7% for the first two 9.00%

years and 9% thereafter YR
Attrition rate 2% to 25.00% 2% to 25.00%

Discount rate: The discount rate is based on the prevailing market yields of Indian government securities as
at the balance sheet date for the estimated term of the obligations.

Salary escalation rate: The estimates of future salary increases considered taking into account the inflation,

seniority, promotion and other relevant factors.

Expected rate of return: The overall expected rate of return on assets is determined based on the average
long-term rate of return expected on investment of the fund during the estimated term of the obligations.

18.12 Segment Reporting: Information about business segments-

In terms of AS-17 (Segment Reporting) issued by ICA]l and RBI circular Ref. DBOD.No.
BP.BC.81/21.04.018/2006-07 dated 18 April 2007 read with DBR.BP. BC No.23/21.04.018/2015-16 dated
01 July 2015 and amendments thereto, the following business segments have been disclosed:

Corporate/ Wholesale Banking: Includes lending, deposits and other banking services provided to
corporate customers of the Bank.

Retail Banking: Includes sale of PSL certificates, lending, deposits and other banking services

provided:te-retail customers of the Bank through branch network.
N




Utkarsh Small Finance Bank Limited
Schedules forming part of the financial statements for the year ended 31 March 2020

Treasury: includes dealings in SLR and Non SLR investments, maintenance of reserve requirements and
resource mobilization from other Banks and financial Institutions.

Other Banking Operations: Includes other activities like para banking activities like Bancassurance,

ete.

The following table sets forth the business segment results:

(T in crore)

For the year ended 31 March 2020

R Corporate/ . Other
Particulars Whglesale B?Etlfigg Treasury Banking Total
Banking - Operations
Gross Revenue 37.40 1,235.40 116.09 £7.35 1,406.24
Unallocated Revenue ' -
Less:  Inter  Segment )
Revenue
Total Revenue _ 1,406.24
Segment Results (105.58) 29522 43.44 17.35 250.43
Unallocated expenses ' ' 0.02
Operating Profit/(Loss) 250.41
Income  Tax  expense
{including deferred tai) 63.67
Net Profit 186.74
Segment Assets 310.08 6,066.14 2,834,949 - 9,211.16
Unallocated Assets ' ' ' 193.16
Total Assets : 9,404.32
Segment Liabilities 3,214.18 2,460.99 2,691.26 - 8,366.43
Unallocated Liabilities 18.39
Capital & Reserves 1019.50
Total Liabilities 9,404.32
Capital expenditure 4827

Depreciation

2541
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_ : . For the year ended 31 Maxrch 2019
: - Corporate/ o Other
Particulars Whi;le-sale Bljﬁicai::g Treasury Banki-ng Totail
Banking Operations
Gross Revenue 38.63 823.43 72.91 1.96 936.93
Unallocated Revenue 2.16
Less: Inter Segment
Revenue
Total Revenue 939.09
Segment Results (82.13) 194.87 48.44 1.76 162.94
Unallocated expenses 16.29
Operating Loss 148.81
Income Tax expense
(including deferred 54.92
tax)
Net Loss 93.89
Segment Assets 273.22 4,450.26 1,395.68 - 6,119.16
Unallocated Assets - 117.24
Total Assets _ o 6,236.40
Segment Liabilities 2.816.44 2,640.92 773.66 - 6,231.02
Unallocated :
Liabilities | | 538
Total Liabilities 6,236.40
Capital expenditure 28.80
Depreciation 16.29

Notes:

* The business of the Bank does not extend outside India and it does not have any assets outside India or
eanings emanating from outside India. Accordingly, the Bank has reported operations in the domestic
segment only. '

* Income, expenses, assets and liabilities have been either specifically identified to individual segment or
allocated to segments on a reasonable basis or are classified as unallocated.

¢ Unallocated items include Fixed Assets, Capital expenditure, realized gains/losses on their sale, income tax
expense, deferred income tax assets/liabilities and advance tax.

* Incomputing the above information, certain estimates and assumptions have been made by the management
and have been relied upon by the auditors.

» Tilt 31 March 2019 Treasury includes Share Capital and reserves & surplus as segment liabilities
¢ The above information is provided as per MIS for internal reporting purpose and refied upon by the auditors
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18.13 Related Party Transactions
The Bank’s related parties for the year ended 31 March 2020 are disclosed below:

1. Holding Company
Utkarsh Corelnvest Limited (erstwhile Utkarsh Micro Finance Limited)

2. Fellow Subsidiary
Utkarsh Welfare Foundation

3. Key Management Personnel (‘KMP)
Mr. Govind Singh- Managing Director and CEQ
Mr. Mukund Barsagade- Chief Financial Officer
Mr. Anang Shandilya- Company Secretary (till 4 April 2019)
Mr. Vinay Prakash Tripathi- Company Secretary (w.e.f 13 May 2019 til] 12 October 2019)
Mrs. Nutan Rane- Company Secretary (w.e.f. 15 October 2019)

4. Enterprise where KMP exercise significant influence
RAAG Family Private Trust

5. Post-employment benefit ptan
Utkarsh Small Finance Bank Employees’ Gratuity Trust
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The following represents (he significant transactions between the Bank and such related pariies including relatives of above rnentioned KMP during the year ended 31 March

2020,
(£ in crore)
Enterprise
Utkarsh Utkarsh Utkarsh . . - KMP: where KMP
Corelnvest Welfare Small Finance (;(u T:Ind ]\:(uhlf:n d ::::" Yinay exereise
ltems / Related Party Ltd Foundation Bank Singh (MP | Barsagade Rane Prakash significant Total
(Holding (Fellow Employees’ & CEO) ( CF?)) (CS) Tripathi influence:
Company) | Subsidiary) Gratuity ’ {C8) RAAG Family
Trust Private Trust
Deposits Outstanding as on 31 March
2020 23.73 1.15 0.06 0.02 0.06 0.00* - 0,00+ 25.02
Amount deposited during the year 208.59 - - 0.00* - - - - 208.59
Amount repajd during the vear 262.12 - - Q00 - - - - 26212
Maximum deposit outstanding during
the vear 74,00 1.00 234 0.15 017 0.04 - 000+ 77.70
interest paid 3.66 0.5 0.5 0.00* 0.01 0.00* - 0.00* 377
Service charges collectad - - - - - - - & 0o 0.00
Remuneration to KMP - - - 216 1.01 014 0.15 - 3.46
Equity shares issued** 59.99 - - - - - 59.99
Contribution towards CSR - 1.00 - - - - - 1.00
ESOP cost cross charged (Refer
Schedule 17.1) 1.74 - - - - - - 1.74
Service charpe for collections 0.03 - - - - - - 0.03 |
Renl for office space 0.08 - - - - - - 0.08
Fair value of ESOP pranted - - - - 0.73 - - - 0.73
Transactions {collection and payment)
carried out on behatf of Bank 235 - - - - - - 235
Amount Payable/(Recoverable) 0.70 - - - - - - - 0.70
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The following represents the significant transactions between the Bank and such related parties including relatives of above mentioned KMP during the year ended 31 March
2019

— (% in crore)
Enterprise
Utharsh Utkarsh Utkarsh . where KMP
Corelnvest Welfare Small Finance (;{n]:illu:d M[f:]::{:n J fl?::g KnP ; exercise
licms / Related Party Ltd Foundation Bank Si P o, Vioay significant Total
. ingh {MD | Bassagade | Shandilya )
{Holding, {Fellow Employee & CEO) (CFO) (CS) Prakash influence:
Cempany} | Suobsidiary) Grateity : Tripathi | RAAG Family
Trust {C5) Private Trust
Deposits Cutstanding as on 31 March
2019 75.87 0.10 - 015 0.16 0.16 - 0.00* 76.44
Amaount deposited during the year 141.44 - - 0.00* - 0.07 - - 141.51
Amount repaid duning 1he year 55,81 - - 0.00* - 0.14 = . - 65.95
Maximum deposit outstanding during
ihe year 75.87 0.65 - 0.71 0.19 0.31 - 000+ 77.73
Inieresi pard 5.19 0.00* - 0.01 0.01 0.02 - 0.00% 5.23
Service charges collecled - - - - - - - 0.00% 0.00
Remuneration to KMP - - - 0.52 0.63 .18 - - 1.78
Equity shares issued** 267.00 - - - - - - 267.00
Contribulion towards CSR - 0.41 - - - - - 041
ESOF cost eross charged {Reler
Schedule §7.1) 0.14 - - - - - 0.14
Service charge for collections - - - - - - - -
Rent for office space - - - - - - - -
Fair value of ESOP pranted - - - - - - - - -
Transactions (collection and payment)
carried oul on behalf of Bank 3.59 - - - - - - 3.59
Amount Peyable/{Recoverable) 2.83 0.03 - {0.05) - 0.01 - - 282

* represents amound 1ess than 50 thousand
¥*2,22,22.222 (31 March 2019: 26.70,00,000 upon conversion of CCD into commen equity) equity shares of 210 zach on |8 September 2019.

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

2. Refer note 18.10 on ESOP grant 10 MD & CEQ
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18.14 Leases

Operating Lease

Lease payments made under cancellable operating fease amounting to ¥34.91 crore (31 March 2019- 221,25
crore) disclosed as rent under Schedule 16 and the same have been recognized as an expense iny the Profit

and Loss Account. There are one sublease agreement with Utkarsh Corelavest Limited (“the Holding
Company™).

Mintmum lease payments (MLP) outstanding in respect of leased assets are as follows:

{Z in crore)
Particulars As at 31 March 2020 |  As at 31 March 2019
Due within one year 33.27 27.41
Due |ater than one year and not later than five years 140.53 138.14
Due later than five years 71.46 107.12
Total . 245.26 272.67

Finance Lease

The Bank has acquired certain IT hardware assets and ATM machines under finance lease. Lease term of

such assets is 7 years. Minimum lease payments (MLP) outstanding in respect of leased assets as at 21 March
2020 are as follows:

(¥ in crore)
Particulars Future MLP Interest not due Prese;flzf;me of
Due within one year 4,69 1.70 2.99
Due later than one year and not later 16.15 320 12.95
than five years
Due later than five years 0.77 0.08 0.69
Total 21.61 4.98 16.63

Minimum lease payments (MLP) outstanding in respect of leased assets as at 31 March 2019:
(% in crore)

Particulars Future MLP Interest not due Preselll‘;l\;:lue of

Due within one vear 4.18 1.69 249

Due later than one year and not later 18.09 391 14.18

than five years

Due later than five vears 0.77 0.07 0.70

Total 23.04 5.67 17.37
18.15 Deferred Tax

Major components of deferred tax assets and deferred tax liabilities are as under:

(Z in crore)
As at
31 March 2020 31 March 2019

Particulars As at

Deferred tax assets:

Provision for assets

22.31 5.13
Unamortised processing fees on advances 11.03 9.42
Finance lease 4.18 6.07
Provision against Lease Equalisation 1.83 -
Provision on.Casual Leave 0.72 -

Loss oft mark

. .

mark on external commercial borrowings -

L
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Particulars As at As al
|31 March 2020 31 March 2019
40.06 20.83
Deferred ¢ax liabilities:
Depreciation on fixed assets 1.76 4.15
Unamortised processing fee on borrowings 0.75 1.61
Gain on mark to mark on external commercial borrowings 0.04 -
2.55 5.76
Net deferred tax assets / (liability) 3751 15.07

18.16 Small and Micro Industries

Under the Micro, Small and Medium Enterprises Development Act. 2006 that came into force from 02
October 2006, certain disclosures are required to be made relating to Micro. Small and Medium enterprises.
There have been no reported cases of delays in payments to micro and simall enterprises or of interest
payments due 1o delays in such payments during the years ended 31 March 2020 and 31 March 2019, The

above is based on the information available with the Bank. which has been relied upon by the statutory
auditors.

18.17 Disclosure of customer complaints:

A Customer Complaints other than ATM | For the year ended | For the year ended
transaction disputes 31 March 2020 31 March 2019
a) | Number of complaints pending at the beginning 265 79
of the year
b) | Number of complaints received during the year 26.06] 14.307
¢) | Number of complaints redressed during the year 26.284 14.121
d) | Number of complaints pending at the end of the
) | year 42 265
B ATM Transaction disputes relating to the | For the year ended | For the year ended
Bank’s customers on the Bank’s ATM 31 March 2020 31 March 2019
a) | Number of complaints pending at the beginning 1
of the year )
b} | Number of complaints received during the year 16 145
¢} | Number of complaints redressed during the year 7 144
d) Number of complaints pending at the end of the |
year i
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C ATM Tramsaction disputes relating to the For the year ended | For the yéar ended
Bank’s customers on other Bank’s ATM 31 March 2020 31 March 2019
a) | Number of complaints pending at the beginning i 7
of the year
b} | Number of complaints received during the year 1495 1,147
¢) | Number of complaints redressed during the year 1500 1.140
d) Number of complaints pending at the end of the
year 9 14
. For the year ended | For the year ended
+
D | Total Customer Complaints (A+B+C) 31 March 2020 31 March 2019
a} | Number of complaints pending at the beginning 280 26
b) | Number of complaints received during the year 27,632 15,599
¢y | Number of complaints redressed during the year 27.861 15,405
Number of complaints pending at the end of the
A PR pencing 51 280
Award passed by the Banking Ombudsman
E | Particulars F';rlt:: ye:;lrze‘;l zc:)ed For the year ended
are 31 March 2019
a) |No. of unimplemented Awards at the beginning of
the year B .
b) No. of Awards passed by the Banking
Ombudsmen during the vear ! -
¢} | No. of Awards implemented during the year 1 .
d) No. of unimplemented Awards at the end of the
year ; }

18.18 Security Receipts (SR)

Details of the book value of investments held as security receipts received by sale of NPA to
Securitization/Reconstruction Company as at 31 March 2020 are as Tollows-

{Z in crore}

Particulars

Backed by NPAs sold
by the Bank as
underlying

Backed by NPAs sold
by other banks/ FlIs/
NBFCs as underlying

Total

Book value of investments in
SeCurity FEgeipt

.7

o
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Details of the book value of investments held as security receipts received by sale of NPA to
Securitization/Reconstruction Company as at 31 March 2020 are as foliows

(2 in crore)

Particulars Backed by NPAs sold | Backed by NPAs sold Total
by the Bank as by other banks/ Fls/
underlying NBFCs as underlying

Book value of investments in } . -
security receipts

As the Bank do not hold any security receipts, the other disclosures are not provided

18.19 Restructured / Rescheduled / Renegotiated Investments

There are no such investments during the year ended 31 March 2020 and year ended 31 March 2019.

18.20 Amount of provisions made for income tax during the year:
{Z in crore)

Particulars For the year ended For the year ended
31 March 2020 31 March 2019
i} Provision for Income tax 84.59 36.98
ii) Provision for Deferred tax (22.45) 19.47 |
iii) MAT credit (entitlement) / Reversal 1.53 (1.53)
Total 63.67 54.92

18.21Unsecured Advances against Intangible Collaterals:

(¥ in crore)
Particulars As at As al

31 March 2020 31 March 2019

Total Advances against intangible securities such as charge
over the rights, licenses, authority etc. " -

Estimated Value of intangible collateral such as charge over
the rights, licenses, authority etc. ° B

18.22 Disclosure of Fees / Remuneration Received in respect of Bancassurance Business

(T in crore)
Particulars For the vear ended For the year ended
31 March 2020 31 March 2018

. Fee / Remuneration from Life Insurance
1) Business 5.91 2.00

.. Fee / Remuneration from General Insurance
W | Business : 0.02 0.03
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18.23 Break up of Provisions and Contingencies debited te Profit & Loss Account
(¥ in crore)

Particnlars For the year ended | For the year ended
31 March 2020 31 March 2019

1) Provisions towards Standard Advances 18.82 4.61
i) Provisions towards NPA (net of write back) (30.08) 33.68
iit} | Floating provision 3.76 2.45
iv) | Provision on COVID 19 49.96 -
V) Provision on SMA due to COVID 19 1.40 -
vi) girli\;esi;s::&isprowmon for depreciation on 0.06 (0.92)
vil) | Provisions towards Income tax 84.59 36.98
viii) E::t\;lslon / (credit) towards deferred tax (22.45) 19.47
viii) | MAT credit reversal / (entitlement) 1.53 (1.53)

Total provisions 107.59 94,74
viil) | Technical wiite off 55.96 29.86
ix) | Provision for fixed assets - 0.48
X) Write off of other assets - 11.56

Total 163.55 136.64

18.24 Drawdown from Reserves

The Bank has undertaken drawdown from Investment Fluctuation Reserve to make it in-line with notification
on Prudential Norms for Classification, Valuation and Operation of Investment Portfolio by Banks —
Spreading of MTM losses and creation of Investment Fluctuation Reserve (IFR) issued by RBI:

HFT & AFS portfolio as on March 31, 2020 (HFT is Nil) 262.06
Reserve created during FY 2018-19 1.31
Add:- created in HIFY20 5.94
IFR draw down during the end of the year 2.01)

AFS portfolio reduced from 2362.8 crores (H1°20) to 262.0 crores as on March 31, 2020
and therefore draw down on 2100.7 crores @ 2%

Investment Fluctuation Reserve on AFS portfolio as on March 31, 2020. 5.24
The Bank has not undertaken any drawdown from reserves during the year ended 31 March 2019

18.25 Floating Provisions
(% in crore)

Particulars For the year ended | For the year ended
31 March 2020 31 March 2019

) Opening balance in the floating provisions 5 45

account ; :
ii) The quantum of fleating provisions made in 376 245

the accounting vear,
iiiy | Amount of draw down made during the

B ACCORting year. - -

7
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Particulars For the year ended | For the yeas ended
31 March 2020 31 March 2419

iv) | Closing balance in the floating provision
account 6.21 2.43

18.26 Investor Education and Protection Fund

There are no amounts, which are due to be transferred to the Investor Education, and Protection Fund during
the year ended 31 March 2020 and year ended 31 March 2019.

18.27 Concentration of Deposits, Advances, Exposures and NPAs

18.27.1 Concentration of Deposits
(< in crore)

Particulars As at As at

31 March 2020 31 Marech 2019
Total Deposits of twenty largest depositors 1,898.11 1,736.75
df;rgsei]:;age of deposits of twenty largest depositors to total 36.26% 45.81%

18.27.2 Concentration of Advances

(Zin crore)
Particulars As at As at
31 March 2020 31 March 2019
Total Advances to twenty largest borrowers* 257.66 286.38
Percentage of advances to twenty largest borrowers to total 4.08% 6.18%
advances
* excluding advances against Bank’s own term deposits
18.27.3 Concentration of Exposures
(Z in crore)
Particulars As at As at
31 March 2020 31 March 2019
Total Exposure to twenty largest borrowers / customers 257.66 300.66
Percentage of Exposure to twenty largest borrowers /
customers to Total Exposure of the Bank on borrowers / 4.06% 647%
customers

Credit Exposure excludes the exposures which are 100% cash backed

18.27.4 Concentration of NPA’s
(¥ in crore)
Particulars As at As at

31 March 2020 31 March 2019
Total Exposure to top four NPA Accounts (Gross) 0.55 40.32
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18.28 Sector Wise Advances:

(% in crore)
As at 31 March 2020
Percentage of
i];)' Sector Quistanding Total Gross NPAs Gros;(l)\;zlj\ s to
Advauces .
Advances in
that sector
Priority Sector*
] Agriculture and allied activities 3,452.06 21.11 0.37%
Advances to industries sector
2 eligible as priority sector 1'77.85 1.35 0.02%
lending
All engineering 45.45 0.32 0.01%
Food processing 48.93 0.30 0.01%
Wood and wood products 39.96 0.33 0.01%
3 Services 2,080.65 17.53 0.30%
Trade 878.20 9.90 0.17%
4 Personal loans 50.48 0.14 0.00%
Housing 44.78 0.12 0.00%
Sub-total (A) 5,761.04 40.13 0.69%
B Non Priority Sector
1 Agriculture and allied activities .02 0.02 0.00%
2 Industry 0.50 0.10 0.02%
Beverages (Excluding Tea &
Coffe:;g and(Tobacco ¢ 0.27 ) 0.00%
Food processing 0.06 0.02 0.00%
Wood and wood products 0.13 0.05 0.01%
3 Services 469.45 375 0.68%
Non—bal?king financial 309.51 N 0.00%
companies
4 Personal joans 47.94 0.65 0.12%
Housing 40.71 0.36 0.07%
Sub-total (B) 547.91 4,52 0.82%
Total (A+B) 6,308,95 44.65 0.71%
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(T in crore)
As at 31 Marceh 2019
Percentage of
SL Gross NPAs to
Sect ; i
No. ector Qutstanding Total Gross NPAs Total
Advances ]
Advances in
that sector
A Priority Sector®
1 Agriculture and allied activities 2,600.73 11.48 0.44%
Advances to industries sector
2 eligible as priority sector 78.21 0.38 0.49%
lending
3 Services 1,489,773 10.75 0.712%
Trade 664.11 2.95 0.00%
4 Personal loans 53.80 0.21 0.37%
Housing 2336 0.12 0.01%
Sub-total (4) 4,222.47 22.82
B Neon Priority Sector
1 Agriculture and allied activities 0.24 0.06 23.89%
2 Industry 17.80 091 5.11%
3 Services 446,46 41.20 9.23%
Non-banking financial 272.55 40.00 0.15%
companies
4 Personal loans 38.63 0.58 {.53%
Housing 14.45 0.25 0.02%
Sub-total (B) 503.13 42.75
Total (A+B) 4,725.60 65.57 1.39%

* This includes underlying advances of Priority Sector Lending Certificates sold and does not include

underlying advances of Priority Sector Lending Certificates purchased during the year. Refer Schedule
18.29

The Bank has compiled the data for the purpose of this disclosure from its internal MIS / reports and has
been furnished by the management, which has been relied upon by the auditors.

18.29 Details of Priority Sector Lending Certificates (PS1.C)

Following are the details of PSL.C sold by the Bank.
(Z in crore)

Particulars As at As at

31 March 2020 31 March 2019
General category - 353.00
Micro enterprises - -
Small/marginal farmers 2,700.00 1,448.00
Fotal _ 2,700.00 1,801.00
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Following are the details of PSLC purchased by the Bank.

{Z in crore)
Particulars As at As at
31 March 2020 31 March 2019
General category - 600.00
Micro enterprises - -
Small/marginal farmers - -
Total - 606.00

18.30 Overseas Assets, NPAs and Revenue

(2 in crore)
Particulars As at As at

31 March 2020 31 March 2019

Total Assets
Total NPAs
Total Revenue

18.31 Off- Balance Sheet SPVs sponsored

There are no off balance sheet SPV's sponsored by the Bank, which needs to be consolidated as per accounting
Norms.

18.32 Disclosures relating to Securitization

(2 in crore)
Particulars Asat As at

31 March 2020 31 March 2019
1. Number of Special ]?urpose Vehicles (SPVs)_sponsored ) .
by the Bank for securitisation / bilateral transactions
2. Total amount of securitised assets as per books of the ) 18.74
SPVs/assignees sponsored by the Bank# ’
3. Total amount of exposures retained by the Bank to ) )
comply with MRR as on the date of balance sheet
a) Off-balance sheet exposures
* First loss - -
* Others - -
b} On-balance sheet exposures
* First loss# - 4.36
* Others - -
4. Amount of exposures to securitisation transactions other
than MRR

a) Off-balance sheet exposures

i} Exposure to own securitizations
* First Joss

* loss

ii) Exposure to third party securitizations
* First loss -
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Particulars As at Asat
4 31 March 2020 31 March 2019

i) Exposure to own securitizations
* First loss -
* Others .
ii) Exposure to third party securitizations
* First loss -
* Others -
# the above information has been prepared based on the confirmations received from SPVs auditor.

18.33 Disclosure on Remuneration

Qualitative Disclosure

A.  Information relating to the bodies that oversee remuneration
a) Name, composition and mandate of the main body overseeing remuneration

The Nomination and Remuneration Committee (NRC) of the Board is the main body overseeing
remuneration. As on March 31, 2020, The NRC comprises of four Directors viz Mr. Kajal Ghose, Dr. V..
Sampath, Ms. Anita Ramachandran and M. P. H. Ravikumar

Following are the functions of Nomination and Remuneration Committee:

1. Review the structure, size, composition, diversity of the Board and make necessary recommendations
to the Board with regard to any changes as necessary and formulation of policy thereon.

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

3. Examine vacancies that will come up at the Board on account of retirement or otherwise and suggest
course of action,

4. Advise criteria for evaluation of Independent Directors and the Board and carry out evaluation of every
directors’ performance.

5. Undertake a process of due diligence to determine the suitability of any person for appointment /
continuing to hold appointment as a direcior on the Board, based upon qualification, expertise, track
record, integrity other ‘fit and proper’ criteria, positive attributes and independence (if applicable) and
formulate the criteria relating thereto.

6. Review the composition of Committees of the Board, and identify and recommend to the Board the
Directors who can best serve as members of each Board Committee.

7. Review and recommend to the Board for approval for the appointment of Managing Director & CEO
and other whole-time Directors and the overall remuneration framework and associated policy of the
Bank (including remuneration policy for directors and key managerial personnel) the level and
structure of fixed pay, variable pay, perquisites, bonus pool, stock-based compensation and any other
form of compensation as may be included from time to time to all the employees of the Bank including

the Managing Director & CEQ, other whole time Directors and senior managers one level below the
Board.

8. Review and recommend to the Board for approval the total increase in manpower cost budget of the
Bank as a whole, at an aggregate level, for the next year,
9. Recommend to the Board the compensation payable to the Chairman of the Bank.

10. Review the Code of Conduct and HR strategy, policy and performance appraisal process within the
Bank, as well as any fundamental changes in organization structure, which could have wide ranging
or high-risk-implications.

,fig SR

o,
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11. Review and recommend to the Board for approval of the talent management and succession policy

and process in the Bank for ensuring business continuity, especially at the level of MD & CEO, the
other Whote Time Directors, senior managers’ one leve) below the Board and other key roles and their
progression to the Board.

12, Review and recommend to the Board for approval:

a. the creation of new positions one level below MD & CEQ
b. appointments, promotions and exits of senior managers one leve} below the MD & CEO

13, Set the goals, objectives and performance benchmarks for the Bank and for MD & CEO, the other

Whole Time Directors for the financial year and over the medium to long term.

14. Review the performance of the MD & CEO and other Whole Time Directors at the end of each year.
15. Review organisational health through feedback from employee surveys conducted on a regular basis.
16. Perform such other duties as may be required to be done under any law, statute, rules, regulations ete.

enacted by Government of India, Reserve Bank of India or by any other regulatory or statutory body.

b) External consultants whose advice has been sought, the body by which they were commissioned,

and in what areas of the remuneration process

The Bank engaged AON Hewitt to conduct the compensation benchmarking study. The scope of the
study was to cover the compensation offered by competition and to design competitive reward strategies
for the bank. The scope also covered creation of smoothened pay ranges for different department and
creation of fixed pay increment grid driving internal equity and performance based differentiation. The

study is currently in progress by AON Hewitt on any area of remunesation during the year ended 31
March 2020.

Scope of the Bank’s remuneration policy (e.g. by regions, business lines), including the exteat ¢o
which it is applicable to foreign subsidiaries and branches

The Human Resources Policy of the Bank, approved by the Board of the Bank on 09 January
2017 and the same has been reviewed by the Board of Directors in its meeting in 14 March 2020
pursuant to the guidelines issued by RBI, to cover all employees of the Bank. Further, the
Reserve Bank of India, vide its email dated 27 April, 2020, basis the recommendation of the
Board of Directors, has approved the Fixed remuneration payable to MD & CEO for FY 2019-
20 and the Variable remuneration i.e. performance bonus payable to MD & CEO for FY 2018-
19. The Bank also has in place a Policy on Risk Alignment of Compensation applicable for MD
& CEO, WTD and Risk Control and Compliance department. The policy is applicable to MD

& CEO, WTD and all employees in the grade of AVP and above in Risk and Compliance
function.

d) Type of employees covered and number of such employees

All the employees of the Bank are covered. The total number of employees of the Bank as at 31 March
2020 were 8,831 (31 March 2019: 6,282)

B. Information relating to the design and structure of remuneration processes,

Key features and objectives of remuneration policy: The Bank, under the guidance of the Nomination
and Remuneration Committee (“NRC*) and the Board, has followed remuneration practices intended to
drive meritocracy and performance based on a prudent risk management framework.

Effﬁg}:__’_._me‘c:ggvernance of compensation: The NRC has oversight over compensation to senior

managerme: rsonnel and provides overall guidance to the compensation paid to other employees.




Utkarsh Smail Finance Bank Limited
Schedules forming part of the financial statements for the year ended 31 March 2020

Alignment of compensation philosophy with prudent risk taking: While the Bank seeks 1o achieve a
mix of fixed and variable remuneration that is prudent, it currently has predominantly a fixed
remuneration structure with no guaranteed bonuses. Further, the remuneration of employees in financial
and risk control functions is not linked to business outcomes and solely depends on their performance.
The Bank seeks to align remuneration with financial and non-financial performance indicators. The Bank
also has in place a Policy on Risk Alignment of Compensation applicable for MD & CEO, WTD and Risk
Control and Compliance function. The policy is applicable to MD & CEQ and Whole Time Director and
all employees in the grade of AVP and above in Risk and Compliance functions.

In ¥Y'19-20, guaranteed bonus was approved for one employee after iaking due approval from competent
authorities.

Whether the remuneration committee reviewed the Bank’s remuneration policy during the past
year, and if so, an overview of any changes that were made: The Board/NRC has been apprised of the
Bank’s remuneration policy and practices and the same is subject to periodic review. In the FY 2019-20,
the Board of the Bank has reviewed the policy in its meeting held on 14 March 2020.

Discussion of how the Bank ensures that risk and compliance employees are remunerated
independently of the businesses they oversee: The remuneration of employees in control functions such
as Risk and Compliance depends solely on their performance and is not linked to any business outconies.
The Bank also has in place a Policy on Risk Alignment of Compensation applicable to MD & CEQ, WTD
and Risk Control and Compliance functions. The policy is applicable to MD & CEQ and Whole Time
Director and all employees in the grade of AVP and above in Risk and Compliance functions

C. Description of the ways in which current and future risks are taken into account in the remuneration
processes,

Overview of the key risks that the Bank takes into account when implementing remuneration
measures: The Board approves the overall risk management policy including risk framework, limits, etc,
The Bank conducts all its business activities within this framework. The NRC while assessing the
performance of the Bank and senior management shall consider adherence to the policies and accordingly
make its recommendations to the Board.

Overview of the nature and type of key measures used to take account of these risks, including risk
difficult to measure: The evaluation process shall incorporate both qualitative and quantitative aspects
including asset quality, provisioning, increase in stable funding sources, refinement/improvement of the
risk management framework, effective management of stakeholder relationships and mentoring key
members of the top and senior management.

Discussion of the ways in which these measures affect remuneration: In order to ensure alignment of
remuneration with prudent practices, the NRC takes into account adherence to the risk framework in
addition to business performance.

Discussion of how the nature and type of these measures have changed over the past year and
reasons for the changes, as well as the impact of changes on remuneration: Not applicable

D. Description of the ways in which the Bank seeks to link performance during a performance

measurement period with levels of remuneration.
e -
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Overview of main performance metrics for the Bank, top-level business lines and individuals; The
main performance metrics include profitability, business growth, asset quality, compliance, and customer
service.

Discussion of how amounts of individual remuneration are linked to the Bank-wide and individual
performance: The assessment of employees shall be based on their performance with respect to their
result areas and shall include the metrics mentioned above.

Discussion of the measures the Bank will in general implement to adjust remuneration in the event
that performance metrics are weak, including the Bank’s criteria for determining ‘weak’
performance metrics: In case such an event should occur, the Board/NRC shall review and provide
overall guidance on the corrective measures to be taken.

Description of the ways in which the Bank seeks to link performance dufing a performance
measurement year with levels of remuneration.

Discussion of the Bank’s policy on deferral and vesting of variable remuneration and, if the fraction
of variable remuneration that is deferred differs across employees or groups of employees, a
description of the factors that determine the fraction and their relative importance:

The Bank has a portion of Variable pay that can be deferred to the MD & CEO. However, this would be
applicable only when the variable pay reaches a specified limit of CTC as mentioned in the policy. During
the year, the limit was not breached for any levels and MD & CEO was not paid any variable pay.

Discussion of the Bank’s policy and criteria for adjusting deferred remuneration before vesting and
(if permitted by national law) after vesting through claw back arrangements:

The Bank also has in place a Policy on Risk Alignment of Compensation applicable for MD & CEO and
Risk, Control and Compliance functions. This policy deals with the deferred payment of variable pay and

claw back rule. However, during the year the same was not applicable, as the MD & CEQ was not paid
any variable pay.

Description of the different forms of variable remuneration that the Bank utilizes and the rationale
for using these different forms,

The Bank has variable pay that is paid based on the performance that is applicable to all levels. The ESOP
options of the Holding Company are currently given to eligible employees in Manager and above grade
subject to performance. Employees in sales function are covered under a performance pay plan based on
their monthly business performance, subject to conditions and constraints stated therein.

Overview of the forms of variable remuneration offered. A discussion of the use of different forms
of variable remuneration and if the mix of different forms of variable remuneration differs across
employees or group of employees, a description of the factors that determine the mix and their
relative importance: The variable remuneration is offered in the form of annual performance bonus. The
same is determined on the basis of comprehensive performance appraisal system wherein the performance
of each employee is evaluated on the basis of defined Goal Sheet and KRAs at the beginning of the year
and achievement against the same.
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Quantitative Disclosure-

(The quantitative disclosure covers MD& CEO and employees in the grade of Vice President and above)
(% in crore, except numbers)

Sr. | Particulars For the year ended | For the year ended 31

No. 31 March 2020 March 2019

1()) | Number of meetings heid by the Remuneration 7 4
Committee during the financial year.

1(i1) | Remuneration paid to its members during the financial 0.06 0.03
year {sitting fees)

2(i) [Number of employees having received a variable 16 9
remuneration award during the financial year.

2(ii) [ Number and total amount of sign-on awards made during - -
the financial year.

2(iii) | Details of guaranteed bonus, if any, paid as joining / sign 0.19 -
on bonus

2(iv) | Details of severance pay, in addition to accrued benefits, - -
if any.

3(i) | Total amount of outstanding deferred remuneration, split - -
into cash, shares and share-linked instruments and other
forms.

3(it) | Total amount of deferred remuneration paid out in the - .
year.

4 Breakdown of amount of remuneration awards for the
year:
Fixed Fixed CTC; 13.73 Fixed CTC: 6.76
Variable Variable: 1.52 Variable; 0,28
Deferred Deferred: Nil Deferred: Nil
Non-deferred Non-deferred; 15.25 Non-deferred: 7.04

5(1) | Total amount of outstanding deferred remuneration and - -
retained remuneration exposed to ex post explicit and /
or implicit adjustments.

5(i1) | Total amount of reductions during the year due to ex- - -
post explicit adjustments,

5(iii) [ Total amount of reductions during the year due to ex- - .
post implicit adjustments

*Remuneration excludes the cost accounted under Employee Stock Option Plan of the Holdin g Company and other
retirement benefits related costs, which is accounted at entity level based on actuarial valuation.

18.34 Contingent liabilities
1. Description of nature of contingent liabilities is set out below:
a. There is a capital commitment towards open purchase orders.
b. Pending litigation against the Bank.
¢. Demands against tax assessments.

Refer Schedule 12 for amounts relating to contingent Habilities.

18 35Bank»has not issued any letters of comfort during the year ended 31 March 2020 and year ended 31 March

B

2019 F her there are no outstanding comfort letters as at 31 March 2020 and 31 March 2019,
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18.36 Liquidity Coverage Ratio (LCR)
Qualitative disclosure around LCR

Liquidity Coverage Ratio (LCR) is a global minimum standard for Bank’s liquidity. The tatio aims to ensure that a
bank has an adequate stock of unencumbered High - Quality Liquid Assets (HQLA) thal can be converted into cash
easily and immediately to meet its liquidity needs for a 30 calendar days of severe liquidity stress scenario.

The LCR is a ratio of High Quality Liquid Unencumbered Assets (HQLA) to total estimated net outflows over a
stressed period of 30 calendar days,

The net cash outflows are calculated by applying RBI prescribed outflow factors to the various categories of liabilities
(deposits, unsecured and secured wholesale borrowings), as well as to undrawn commitrnents and derivative-relaied
exposures, partially offset by inflows from assets maturing within 30 days.

The Board of Directors has the overall responsibility for management of liquidity risk. The Board at overall level

decides the liquidity risk tolerance/limits and accordingly decides the strategy, policies and procedures of the Bank
for managing liquidity risk.

The Board has constituted Risk Management Committee (RMC), which reports to the Board, and consisting of Chief
Executive Officer (CEO) /Chairman and certain other Board members. The Committee is responsible for evaluating
the overall risks faced by the Bank including liquidity risk. The potential interaction of liquidity risk with other risks
is included in the risks addressed by the Risk Management Committee.

At the executive level, Asset Liability Management Committee (ALLCO) ensures adherence to the risk tolerance/limits
set by the Board as well as implementing the liquidity risk management strategy of the Bank in line with Bank’s risk
management objectives and risk tolerance. A dedicated desk within Treasury function of the Bark is responsible for
the day-to-day / intra-day liquidity management.

ALCO of the Bank channelizes various business segments of the Bank to target good quality asset and liability profile

to meet the Bank’s profitability as well as Liquidity requirements with the help of robust MIS and Risk Limit
architecture of the Bank.

The Bank has been maintaining HQLA (Level 1) primarily in the form of Excess CRR, excess SLR investments over
and above mandatory requirement,
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Quantitative Disclosures
Following is the quantitative disclosures relating 1o LCR for the year ended March 31, 2020, wherein the aimounts are average of daily positions during the quarter:

{¥ in crore)

1

Total High Quality Liquid Assets

Three months crded 31 Three months ended 31 Three months ended 30 Three months eaded 30 Junre
March 2020 December 2019 Sepiember 2019 2019
Unweighted Weighted Unweighted Weighted Unweighted | Weighted Unweighted Weighted
Amount Amount Amount Amount Amounl Amouni Amount Amonnt
_ (nvcra‘g_e}_ {average) (average) (n_\'ernge} {average) {average) {mverape) {average)
"High Qunltl}‘"U{}liid Assels B ) e SR . : : B o

967 85
(HQLA) o
“Cash Qutflows L L . . . . . =
- | Rewil deposits and deposits Tram 1781.38 175.02 1544 0x 138.17 128373 i14.8% 1016 74 90 8
~ | small business customers, of which: _
{i) | Stable Deposits 62.34] 302 324 64y 1623 270,86 13.54 21708 1485
(11} | Less Stable Deposits 1,719 04 171.90 1,219.42 121.94] 1,012.87 101 29 799,49 7997
3 '?:\Jnsecured wholesale {unding, of 154432 901 .4 1166.91 03032 110669 597.81 976.34 532499
which:
(i) | Operational deposits (all 4 - - 4 - - - -
counierparties)
(ii}| Non-operational depasits fa!l 881.42 23851 705.46] 168.87 703.66 194.78 630,34 186.99
counterparlies)
(iii] Unsecured debt 66290 66290 461 45 461 4% 403,02 403.03 346,00 346,00
4 | Secured wholesale funding 200 TR
5 | Addiional requirements, of which 202,59 101 207.09 10.36 1907 9.5 158 44 7.92
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Outflows  relaled  to  derivalive E E E 4 g J
(i} | exposures and  other  collateral
requirements
{i1)| Outflows related 1o loss of funding E E E E E E -
on debt products
(iii] Credit and liquidity facilities 202,54 10,13 207.09 1034 190.72 9.54 158 44 763
6 | Other coniractual funding obligations 28.50 28.50 145 14.50 9.83 9.83 80.00 57.56 |
P?- Other cantingeht funding obligations 4 - - E - - - -
¢ [ ToTAL cAsH ouTFLOWS 1115.06 793.35 7230 70139 |
| Cash:Inflows. Ll L o ] R T
% | Secured lending (e.g. reverse repos} - - - - - - -
10 | inflows from fully performing 463 85 23192 425.29 212.64 388.46 194 23 360.19 120 10
expusul'es
{1 | Other cash inflows 177.43 177.43 286,65 286.65 367.69 387.69 560.19 560,19
12 { TOTAL CASH INFLOWS 64128 40935 711,94 499,29 176.15 58192 920,38 740 29
13 | TOTAL HOLA 1,555.86 1,286.38 1,214.61
14 | Total Net Cash Outflows (4-12) 705.71 170.18
15 | 25% of Total Cash outflows [8*0.25] 1 278.77 198.34 o 13203 [
16 | Total Net Cash Outflows [Higher of 294.06 188,03
14 or 15}
Liquidity Coverape Ratio (%) 220.48% 551.06%
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Following is the quantitative disclosures relating to LCR for the year ended March 31, 2019, wherein the amcunis are average of daily positions during the quarter.

(¥ in crore)

Three months ended 31 Three months ended 31 Three months eoded 30 Three months ended 30 June
March 2019 December 2018 Scptember 2018 2018
Unweighted | Weighted | Unweighted | Weighted | Unweighted Weighted Unweighted Weighted
Amount Amount Amount Amount Amount Amaoont Amount Amound
{Averape) (Averane) {(Averape) (Averape) (Average) {Avrrage) (Average) {Average) |
- High Quality Liquid Assets : s B I b S ]
(HQLA) 748.51 599,36 51152 . G129
Cash Outflawe . . S T T » T
Retail deposits and deposits from )
2 small bumﬁ?&scuslomerzufwhich: 77032 68.70 330.63 47.31 366.61 3244 24373 . 21 44
ti) | Stable Deposits 16672 .34 11513 5.74 8435 4.22 5870 2.93
(it)] Less Stable Deposits 603,60 60.35 415.50 41.59 28234 28.23 185.05 14 50
3 | Unsecured wholesale funding, of
which: C : 616,79 357 38611 147.64 30467 53.3) 271.93 45.49
{i) | Operational deposits (all
counterparties) - - - - - - - -
{ii)| Non-operational deposits {all
counterparties) 368.18 109,13 264.53 26.05 27893 27.58 251.36 24,92
(i1} Unsecured debt 248 61 248.61 121.58 121.58 25.74 2574 2057 20.57
4 | Secured wholesale funding 35.07 25.25 50.78 21.23 ]
5| Additional requirements, of which 113.37 567 16,50 1.85 39.40 1.97 15.95 0.80
Outflows  relaed 10 derivative
(i3 | exposures  ard  other  collateral
requirements - - - - - - -
(i) | Outflows related to loss of funding
on debl products - - - - . - - .
{iii) Credit and liquidity facilities 113.37 567 36,90 1.85 3940 1.97 15.95 080
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Three months ended 31 Three months ended 31 Three moaths ended 30 Three months ended 30 June
March 2019 December 2018 September 2018 2018
Unweighted | Weighted Unweighted Weighted Unweighted Weighted Unweighied Weighted
Amount Amount Amount Amoung Amount Amount Amount Amount
(Averape) [Average) {Average) {Averape) (Average} (Average) {Average) (Averape) |

& | Other contractual funding

ublipations : 35.14 95.14 3917 3517 3.44 344 4i47 41.47
7 | Other contingen: funding

oblipations L e - - - - - - -
& | TOTAL CASH OUTFLOW 566.31 26521 141.95 . 13043
‘CashInflows =~ = °0 . C : : ’
9 | Secured lending, (2.g. reverse repos) - - - - - - - -
) { Inflows from Jully performing

exposures 309.16 154,58 286.97 143.48 250.47 125.24
11 | Other cash inflows 20214 292,14 215,57 21557 §63.21 163.21
i2 | TOTAL CASH INFLOWS 502 .54 359.05 413.69 28845
13 [ TOTAL HQLA
14 | Totat Net Cash Outflows (8-12} ' (93 843 i {146.50)
15 | 25% of Total Cash outflows

{8*0,25] 66,30 3549
16 | Total Net Cash Outflows [Higher of )

14 or 15] . 66,30 35.49 -

Liquidity Coverage Ratio (%) 1441.41% 1ST3 1% |

Note:

1. Average for all the quarters is simple average of daily observations for the quarter.

2. Classification of inflows and out{lows for determining the run off factors is based on the same estimates and assumptions as used by the Bank for compiling the return

submitted to the RBI, which has been relied upon by the auditars
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18.37 Intra-Group exposures

(3 in crore
As at As at
Particulars 31 March 2020 31 March 2049

Total amount of intra-group exposures - -

Tetal amount of top-20 intra-group exposures - -

Percentage of intra-group exposures to total exposure of
the bank on barrowers/customers

18.38 Details of provisioning pertaining to fraud accounts

The following table sets forth for the year ended 31 March 2020, the details of provisioning pentaining to
fraud accounts:

{Tin crore
As at As at
Particulars 31 March 2020 31 March 2019
Number of frauds reported 47 39
Amount involved in frauds 0.85 0.84
Provision made 0.59 0.62
Unamortised provision debited {rom ‘other reserves’ - -

The Bank has recovered the amount of 20.26 crore (31 March 2019 - 20,22 crore) against amount involved
in frauds.

18.39 Transfers to Depositor Education and Awareness Fund (DEAF)

Below mentioned are the details of funds transferred to Depositor Education and Awareness Fund during the
year ended 31 March 2020,

(¥ in crore)
Particulars For the year ended For the year ended
31 March 2020 31 March 2019
Opening balance of amounts transferred to DEAF - -
Add: Amounts transferred to DEAF during the year - .
Less: Amounts reimbursed by DEAF towards claims - -
Closing balance of amounts transferred 1o DEAF - -

18.40 Credit Default Swap

The Bank has not entered into Credit Default Swap during the year ended 31 March 2020 and year ended
31 March 2019,

18.41 Unhedged Foreign Currency Exposure (UFCE) of Bank's Customer

The borrowers of the Bank do not have any Unhedged Foreign Currency Exposure as at 31 March 2020 and
31 March 2019,

18.42 The Bank has a process whereby periodically all long term contracts (including derivative contracts) are
assessed for material foreseeable losses. At the year-end, the Bank has reviewed and recorded adequate

provision as required under any law / accounting standards for material foreseeable losses on such long-term
contracts
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18.43 The board of directors in their meeting dated 20 May 20(9 decided to contribute towards corporate social

responsibility up to ¥1.00 crore which is higher than the amount required to be spent by Section (35 of the
Companies Act, 2013.

(% in crore)

Particulars For the year ended For the year ended
31 March 2020 31 March 2019
a) Gross amount required to be spent by the Bank
X 0.40 -

during the year
b) Amount spent during the year on purposes other
than construction/acquisition of any asset

Paid in cash 1.00 0.41

Yet to be paid - -
Total of amount spent 1.00 0.41

18.44 The Bank’s pending litigations include claims against the Bank by counterparties and proceedings
pending with tax authorities. The Bank has reviewed its pending litigations and proceedings and has

adequately provided for where provisions are required, and disclosed as contingent liabilities where
applicable

18.45 The following table sets forth, for the years indicated, the movement in software acquired by the Bank, as
included in fixed assets.

(< in crore)

Particulars As at As at
31 March 2020 31 March 2019

At cost at March 31 of preceding year 4.19 5.06
Additions during the year 13.53 2.73
Deductions during the year - -
Accumulated depreciation to date 5.195 3.60
Net block 12.53 4.19

18.46 Application for approval of the composite scheme of arrangement between the Bank (USFBL) and Utkarsh
Corelnvest Limited (UCL), its holding company and their respective shareholders under Section 230 and other
applicable provisions of the Companies Act, 2013, was filed with the National Company Law Tribunal, bench
at Allahabad (“NCLT”) on 25 October 2019.

The proposed arrangement envisages the reduction in the face value of the equity share capital of the USFBL,
and for the issuance and allotment of fully paid-up equity shares of USFBL to the shareholders of UCL from
the reserves created from such reduction in the face value of the equity share capital of USFBL.

The Proposed Arrangement is expected to:

a. Achieve partial satisfaction in the process of compliance of the conditions laid down by RBI in relation
to the shareholding of the USFBL (i.e., by dilution of UCL’s shareholding in USFBL from one hundred
per cent. (100%) to fifty per cent. (50%)); and

b. Provide shareholders of UCL with direct shareholding in USFBL, which is presently held through UCL.
Consequently, the shareholders of UCL can take independent decisions with respect to their holdings in
UCL and USFBL.

The Proposed Arrangement js purely amongst the Companies and their respective shareholders and there is
no compromise or arrangement contemplated with any creditor or depositors of the Companies, nor will the
Schgmg involve any paring of liabilities {other than shareholders liabilities pursuant to the reduction in the

ub\gf the equity share capital of USFBL).
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The Company is yet to receive the approval from Nationat Company Law Tribunal, Allahabad

18.47 COVID-19 pandemic continues to spread across India and there is unprecedented level of disruption on socio-
economic front across the country. Globally, countries and businesses are under lockdown. Considering severe
health hazard associated with COVID-19 pandemic, India is also under a 68 days nation-wide lockdown
enforced by the Government of India from 25 March 2020 until 31 May 2020, There is high level of uncertainty
about the duration of lockdown and the time required for things to get normal. The extent to which COVID-19
pandemic will impact the Bank’s operations and financial results is dependent on the future developments,
which are highly uncertain, including among many the other things, any new information concerning the

severity of the pandemic and any action to contain its spread or mitigate its impact, whether government
mandated or elected by the Bank,

In accordance with the RBI guidelines relating to COVID-19 Regulatory Package dated 27 March, 2020 and
17 April, 2020, and clarification issued by RBI through Indian Bankers Association dated 6 May, 2020, the
Bank is granting a moratorium on the payment of instalments and / or interest, as applicable, failing due
between 1 March, 2020 and 31 May, 2020 ('moratorium period") to all eligible borrowers in case of JLG
portfolio and in Retail / WSL portfolio as per Opt-in basis is classified as Standard, even if overdue, as on 29
February, 2020. The moratorium period, wherever granted, shall be excluded by the Bank from the number
of days past due for the purpose of asset classification under RBI's Income Recognition and Asset
Classification norms. Pursuant to the aforesaid circular read with clarification, the bank has made provisions

of Z1.40 crore and additionally the bank has made provisions of ¥49.96 crore on the basis management
- assessiment.

18.48 The Reserve Bank of India, vide its circular RBE2019-20/220 DOR.No.BP.BC.63/21.04.048/2019-20 dated
17 April 2020, required to disclose the following:

{X in crore)

Items Amount
Amounts of advances that are SMA or overdue as of 29 February 2020, where the 28.02
moratorium/deferment was extended

Amount of advances where asset classification benefits was extended 8.49
Provisions made during the Q4F Y2020 1.40
Provision adjusted during the respective accounting periods against slippages -
Residual provisions 1.40

18.49 The Reserve Bank of India, vide its circular dated 17 April 2020, has decided that banks shall not make any
dividend pay-outs from profits pertaining to the financial year ended 31 March 2020 untii further instructions,

with a view that banks must conserve capital in an environment of highlighted uncertainty caused by COVID-
19.
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18.50Figures of the previous year have been regrouped / reclassified, wherever necessary to confirm current
year classification.
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