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FROM THE DESK OF MD & CEO

| am delighted to share with you the 30" Annual Report of
Utkarsh Corelnvest Limited.

Duringthejourney of your Company, we have been able to bring
reputed resident and non-resident investors and many
individual retail investors in the fold as shareholders of the
Company, with the fervor of good governance, demonstrated
through fairand transparent practices, by being responsible and
responsive. This has been built in a long way with strong foot of
beginning as a microfinance entity to now as an NBFC-CIC,
being the Holding Company of a Small Finance Bank i.e. of
Utkarsh Small Finance Bank Ltd. (USFBL), a Banking subsidiary
for providing banking services, especially to the unserved and

underserved segments of the society, with focus on doorsteps services. Also, the company has a Welfare
Foundation subsidiary i.e. Utkarsh Welfare Foundation (UWF), which is dedicated for the cause of
development through its various social initiatives, especially in the domains of financial awareness, health
initiativesandvocational skilldevelopment.

The year was marked with Utkarsh, completing 10 years of its exciting journey. To mark the occasion,
Utkarsh Small Finance Bank Limited (USFBL) i.e. the Banking subsidiary inaugurated 21 Banking Outlets
pan India on September 21, 2019. On the day, the Bank expanded its operations by entering Odisha with
launch of 19 Branches, out of which 18 were Micro Banking Outlets, reiterating its focus on financial
inclusion.

The focus of the Bank on Delivering Sustainable and Responsible Banking, especially with the retail-
focused approach offering last-mile services to the unserved and underserved segments in India's urban
and semi-urban areas has paved way of reaching to over 25 lakh active customer base with 36,660 crore of
Assets Under Management and 5,235 crore of Deposits through 507 Banking Outlets and 177 ATMs pan
India, spread over 173 Districts of 17 States and Union Territories, delivered by over 8,800 employee base.
The Bankiscommitted to the mission of financialinclusion and to that of being a complete banking partner.
The key focus is to help customers, experience a delight banking engagement through the relevant
productsandservices,asthetechnologyisleveragedto penetratedeeperintothehinterlands.

According to the applicable accounting standard i.e. the Ind-AS based classification and categorizations,
the Company has recorded total comprehensive income of ¥0.55 crore on a standalone basis and ¥222.37
crore at consolidated level. The consolidated level net advances were36,563.3 crore and the total deposits
were %5,427.6 crore as at the close of the financial year. The Company's Net-worth as on March 31, 2020
stood at 819.48 crore comprising of paid-up equity capital of ¥97.40 crore and Reserves of ¥722.08 crore
(excluding Revaluation Reserve, Investment Reserve and Intangible Assets) on standalone basis. Whereas,
on a Consolidated basis, the Net-worth stood at ¥1,082.75 crore comprising of paid-up equity capital of
397.40crore, Reserves of¥985.12 croreand non-controllinginterest of¥0.23 crore.

As at the close of the FY 2019-20, the Bank recorded (as per applicable IGAAP accounting rules) a Net
Profit of 186.74 crore (a growth of 98.89%). The Liabilities franchise grew by 38.08% and Assets Under
Management grew by 34.56%. The Gross Non-Performing Assets (GNPAs) stood at 0.71% and the Net
Non-Performing Assets (NNPAs)wasat 0.18%,amongst the lowestintheindustry.

Though, towards the end of the financial year, the world came across the COVID-19 pandemic, which is still
unfolding and the likely impact is still being analysed, the Bank has made higher provisions to protect the
book against the impact of COVID-19 in addition to the provisions for SMA accounts which availed the
moratoriumas prescribed by RBI.
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The Company and the Banking Subsidiary (USFBL) have been working on various Corporate Actions to
ensure compliance as per the SFB guidelines pertaining to:

i. Maintenance of promoter's minimum initial contribution to the paid-up equity capital of the
small finance bank to at least 40% till first five (5) years from the commencement of
operations by the Bank and then to bring the same down to 40% within a period of five years
of such commencement of operations by the Banki.e. from January 23, 2017 till January 22,
2022.

ii. Listing (IPO) of the Banking Subsidiary within three (3) years of its Net-Worth crossing 3500
crorei.e. by June 2021.

In this context, the option of merging the Holding Company into the Bank after completion of five (5)
years of the Bank's operations, is also being explored.

Besides, suitable capital infusion by way of Pre-IPO investments of Tier | and Tier Il capitals is also being
envisaged to ensure availability of Growth capital in place for the Bank.

Utkarsh Welfare Foundation (UWF), a Section 8 Company, has been our CSR partner and now our
subsidiary also since November 22, 2017. UWF has been taking initiatives that focuses primarily on
education and health domains, besides other regular social activities. The education initiatives include
various financial awareness camps and primary education initiatives through (Village Development
Programme). The health initiatives include regular location specific polyclinics and mobile van
polyclinics alongwith health awareness programs. The other initiatives include skill development
programs, micro enterprise development training, environment initiatives (like tree plantation) and
other social activities like organizing Blood Donation Camps and supporting special homes.

Your Company contributed 340 lakh towards the CSR through UWF. During the year, the thematic areas
of intervention under CSR have been Health Programs through Regular Poly Clinics and Health
Awareness Programs, the outreach of which have been 15,632 and 15,821 beneficiaries, respectively.

From very beginning, your company has been focused on having strong support and control functions.
We believe inimbibing three pillars of a sustainable institutioni.e. Culture, Process and Growth in all our
endeavors, and this has been getting stronger with each passing day.

| wish to express my gratitude, to our Partners, the Shareholders for their continued support &
patronage and providing strategic inputs during this important phase.

lalso sincerely thank all our (including of our both the subsidiaries) Board Members, investors, partners,
employees, customers and all such other stakeholders for reposing their faith towards the Vision and
Mission of Utkarsh and their continued support and patronage all throughout the journey. | trust that the
same would continue to bring a more synergetic impactin the coming days.

Best Regards
Sd/-

Ashwani Kumar
Managing Director & CEO
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BOARD OF DIRECTORS

Non - Executive Independent Director, Chairperson of the Board

Having an extensive experience in BFSI Sector with focus on Assets
Business. Has been Group Director - Shriram Group, Managing Director -
Shriram Capital Ltd., the Holding Company of Shriram Group's financial
services and Insurance businesses across India and overseas, was
nominated to the Board of Sanlam Emerging Markets, was also the CEO &
Managing Director of Fullerton India Credit Company Ltd.; Managing
Director of Fullerton Enterprises Private Limited, nominated to the Boards
of two (2) Financial Services investments of Temasek in China, one in
Nanjing forthe SME Business and the otherin Chengduintheir Village Bank
Mr. G.S. Sundararajan Franchise. Earlier to this, he was the Managing Director and Head of
Citibank's SME and Asset Based Finance business in India. He started his
career in Sales with Eicher Mitsubishi and went on to head the captive
finance arm of this company in India. He was also the Non- Executive
Chairman of the Board of Directors of Vistaar Financial Services Ltd.

Post Graduate Diploma in Management from the Indian Institute of
Management (IIM), Ahmedabad and holds Bachelor of Engineering Degree
from Coimbatore.

Independent Director.

Having more than three (3) decades of Administrative Service experience
with focus on Security, Vigilance and Anti-Corruption. An Indian Police
Service (IPS) Officer of 1976 batch. Has served as Director General of Police,
Uttar Pradesh (DGP), DIG CBI in charge of U.P.; In-charge Additional
Director General of Police, Crime, Law and Order. He also had stint with
Personnel Wing of DGP Headquarters as in-charge of IPS and PPS officers
at Uttar Pradesh. Awarded Presidents Medal for distinguished service and
has been President of IPS Association in Uttar Pradesh and President of
Lucknow University AlumniAssociation.

M.Sc. (Physics)and B.Sc. (Physics, Math & Statistics) Lucknow University.

Nominee Directorrepresenting Faering Capital.

Having extensive experience in financial services, while working with DSP
Merrill Lynch, TranServ Private Limited, Wealth India Financial Services Pvt.
Limited and Linkstreet Learning Pvt. Limited, Co-Founder and Managing
Directorat Faering Capitaland Faering Capital India Evolving Fund.

Bachelor of Arts in Economics from Cambridge University and M.B.A. from
University of Pennsylvania-The Wharton School.

Mr. Aditya Parekh
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Nominee Director representing CDC (Commonwealth Development
Corporation) Group Plc.

He works for the CDC Group -the UK government's Development Finance
Institution. He is responsible for advising and supporting CDC on their
investments in Financial Institutions in South Asia. His role has largely been
in management consulting and advisory for financial institutionsin India. He
has a wide range of consulting experience, working for several financial
institutions during his 10 years with The Boston Consulting Group in India
and Europe. He has also worked for a year as the head of the strategy foran
Indian family business. He has experience in several topicsincluding growth
strategy, consumer behaviour, distribution networks, operations and IT, for
multiple types of financialinstitutions, particularly in Microfinance.

Mr. Gaurav Malhotra

Degree in Engineering from Delhi University and an MBA from |IM
Bangalore.

Nominee Directorrepresenting RBL Bank Limited.

Business Head - Retail, Inclusionand Rural businessat RBL Bank Ltd. Having
extensive experience as an entrepreneurial business leader with over 25
years in consumer banking across NBFCs and Banks spanning Fullerton
India Credit Company Ltd. (FICCL), RBS, ABN AMRO and Bank of America.
Has been in various leadership roles across varied functions of Marketing,
Product Management, Sales & Distribution, Branch Bankingand Finance.

Engineer and a Management Graduate from Faculty of Management
Studies, Delhi.

Mr. Harjeet Toor

Nominee Directorrepresenting Sarva Capital LLC

Heis co-founder & partner at Lok Advisory Services which advises the funds
of Lok Capital. He started Lok Capital operations in 2004 and has
successfully built Lok as a premier private equity impact fund. He has also
played a key role in fostering Impact Investing space in India including as
founding Executive Director of Impact Investing Council (IIC) and Advisory
Board member of AVPN in India. Prior to Lok, he worked for a decade in
financial servicesand telecomsectorin Asia, Europeandthe US.

Degree in Engineering from Delhi University and an MBA from the Mr. Vishal Mehta
University of Michigan, Ann Arbor.
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Managing Director & CEO

Having over 14 years of industry experience, especially in Microfinance and
Priority Sector domains. He has handled senior management roles in
different control and support functions at Utkarsh Small Finance Bank Ltd.
eversinceits NBFC-MFIformatandalsoat NABARD Financial Services Ltd.
and Canara Bank's Priority Credit and Financial Inclusion Wings. Currently,
he is also a Director in the Board of Utkarsh Welfare Foundation (UWF), a
CSR entity. He started his career with Locus Research & Consultants Pvt.
Ltd.asaResearch Associate.

I e e gl Rural Management Graduate from Institute of Rural Management, Anand
(IRMA), Chartered Financial Analyst (CFA) from ICFAI (India); CAIIB and
other Diploma and Certifications from IIBF and UGC Net (Management)
certified.

This page is intentionally left blank.
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COMMITTEES OF THE COMPANY

The detailsofthe Board Committeesandthe Committee Membersaretabulatedasunder:

SI. NG o.f S Stai.:utory Composition of the Committee
Committee Requirement
1. Audit Committee | Required as per Ms. Ramni Nirula*, Independent Director (Chairperson)
of the Board Companies Act, 2013 | Mr. Atul, Independent Director
Mr. Harjeet Toor, Nominee Director
Mr. Vishal Mehta, Nominee Director
2. Corporate Social | Required as per Mr. G.S. Sundararajan, Independent Director (Chairperson)
Responsibility Companies Act, 2013 | Mr. Aditya Parekh, Nominee Director
Committee Mr. Ashwani Kumar, Managing Director & CEO
3. Nomination & Required as per Mr.G.S. Sundararajan, Independent Director (Chairperson)
Remuneration Companies Act, 2013 | Mr. Atul, Independent Director
Committee Mr. Gaurav Malhotra, Nominee Director
Ms. Ramni Nirula, Independent Director
4, Share Allotment Required as per Mr. Aditya Parekh, Nominee Director
Committee Companies Act, 2013 | Mr. Harjeet Toor, Nominee Director
Mr. Ashwani Kumar, Managing Director & CEO

*The term of appointment expired on May 19, 2020, being the last date of her second consecutive term.

The Charter of various Board Committees is as under:

1. AUDIT COMMITTEE OF THE BOARD (ACB)

The Audit Committee meets at quarterly intervals. The major responsibilities of the Committee are as
under:

* Recommendation for appointment, remuneration and terms of appointment of auditors of the
company;

* Review and monitoring the auditor's independence and performance and effectiveness of audit
process;

» Examinationofthefinancialstatementsandthe Auditors'Reportthereon;

» Approvaloranysubsequent modification of transactions of the Companywithrelated parties;

e Scrutinyofinter-corporateloansandinvestments;

» Valuationofundertakingsorassetsofthe Company, whereveritis necessary;

e Evaluationofinternalfinancial controlsandriskmanagementsystems;

* Monitoringtheenduse of fundsraised through public offersandrelated matters.

2. CORPORATE SOCIAL RESPONSIBILITY (CSR) COMMITTEE

The Corporate Social Responsibility Committee meets minimum twice on half yearly basis. The major
responsibilities ofthe Committee areasunder:

» Formulation and recommendation to the Board, the Corporate Social Responsibility (CSR) strategy of
the Companyincludingthe CSR Policyanditsimplementation;
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« Formulation and recommendation to the Board, the CSR activities to be undertaken by the Company,
either directly or through Utkarsh Welfare Foundation (UWF) or through any other entity working for
the welfare of society and determining the CSR projects / programs which the Company plans to
undertake during the year of implementation, specifying modalities of execution in the areas / sectors
chosenandschedulesofimplementationforthe same;

 Recommendation to the Board, the amount of expenditure to be incurred on the CSR activities every
year;

» Reviewand monitoringthe compliance of initiatives undertaken and to evaluate the performance of the
activitiesagainsttheagreedtargets;

» Conducting impact-assessment of the various initiatives undertaken in terms of the CSR Policy at
periodicintervals.

3. NOMINATION & REMUNERATION COMMITTEE (NRC)

The Nomination & Remuneration Committee meets minimumonceinayearandalsoasand whenrequired.
Themajorresponsibilitiesof the Committee areasunder:

« Ensuringfitand properstatusof proposed/ existing Directorsas perthe RBlguidelines;

* Regular review of the structure, size and composition of the Board (including skills, knowledge and
experience) taking into account the current requirements and future developments of the Company
and makingrecommendationstothe Boardwithregardtoanyadjustmentsthatare deemednecessary;

* ldentification, nomination and recommendation for the approval of the Board, candidates to fill Board
vacanciesasandwhenitarises;

» Ensuringthatonappointment, allnon-executive Directorsreceive formalwrittentermsofappointment;

* Review the composition of Committees of the Board and to identify and recommend to the Board, the
Directorswhocanbestserveasmembers of each Board Committee;

 Recommendationtothe Board, the compensation payabletothe Chairpersonofthe Company.

4. SHARE ALLOTMENT COMMITTEE (SAC)

The Share Allotment Committee meetsasand when required. The major responsibilities of the Committee
areasunder:

» Consideringandresolvinggrievances of shareholders, debenture holdersand othersecurity holders;

« Allotment of Equity Shares, approval of transfer or transmission of Equity Shares, Debentures or any
othersecurities;

» |ssueofduplicate certificatesand newcertificatesonsplit /consolidation /renewal etc,;

» Overseeingrequestsfordematerializationandrematerialization of Securities;

» Spreadingawarenessamongstsecurity holdersforprotectionoftheirrightsandinterest(s) and;

» Carryingoutany other function as assigned by the Board from time to time related to security holders of
thecompany.
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SENIOR MANAGEMENT

He has over 14 years of industry experience especially in Micro Finance and
Priority Sector domains. He has handled senior management roles in
different control and support functions at Utkarsh ever since its NBFC-MFI
format. Initially he had joined Utkarsh Micro Finance Pvt. Ltd. as Head -
Internal Audit, with concurrent charge of Risk, Compliance, Secretarial,
Credit & Client Interaction. During the transition phase of Utkarsh from an
NBFC-MFI to a Small Finance Bank i.e. Utkarsh Small Finance Bank Ltd.
(USFBL), he led the Training, Recruitment and Corporate Communication
verticals. His last stint with USFBL was as the Deputy CFO (Head - Finance
and Corporate Communication). Currently, heisalsoa Directorinthe Board
of Utkarsh Welfare Foundation (UWF). Prior to joining Utkarsh, he was with
Mr. Ashwani Kumar NABARD Financial Services Ltd. (NABFINS) handling various control &
(Managing Director support roles in its transformation phase and was last designated as AGM

& CEO) (Finance). He also had stint with Canara Bank as Manager at its Priority
Credit Wing, Head Office, Bangalore, handling Agri-Business, Priority Small
Loan NPA Management and Consultancy Services with active involvement
in setting up of the Canara Bank's Financial Inclusion Wing. He started his
career as a Research Associate with Locus Research and Consultants Pvt.
Ltd; New Delhi and undertook projects for Ministry of Rural Development,
Govt.of Indiaand otheragencies.

He has attended different exposure programs in Banks, MFls and Training
Centers in India and abroad (Bangladesh, Cambodia, Indonesia and Italy)
and has been in Editorial Boards of Institutional Magazines. Also,
participated in several conferences / seminars as Panelist / Speaker at
National & International levels and taken sessions at Institutions like CAB
(RBI),NIBM,SIBSTCand various Universities / College Campuses.

He is a Rural Management Graduate from Institute of Rural Management,
Anand (IRMA) and a Chartered Financial Analyst (CFA) from ICFAI (India).
He is a Certified Associate of Indian Institute of Bankers (CAIIB) and has
other Diplomas and Certifications from IIBF. He is also UGC Net
(Management) certified and is a lifetime member of CFA Council (CCFA,
India)andIIBF (India).

Having overeight (8) years of experiencein the fields of Accounts &Finance,
Taxation, Micro Credit and Internal Audit. Initially, he had joined Utkarsh
Micro Finance Pvt. Ltd. (UMFL) as a Concurrent Auditor in the Internal
Audit Department and is currently overseeing Finance and Accounts
verticals. Prior to UMFL, he was with a real-estate company based out of
Varanasiinits Finance and Accountsvertical.

He is a Chartered Accountant (CA) by profession from Institute of
Chartered Accountants of India (ICAl) and a Commerce Graduate from
Banaras Hindu University (BHU). He is a Junior Associate of Indian Institute
of Bankers (JAIIB) and has other Certificationsfrom |IBF. Mr. Harshit Agrawal

(Chief Financial
Officer)
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Mr. Neeraj Kumar
Tiwari

(Company Secretary &
Compliance Officer)

He has over six (6) years of company secretarial and corporate compliance
experience with Utkarsh ever since its NBFC-MFI format as Utkarsh Micro
Finance Pvt. Ltd. (UMFL) and now in the NBFC-CIC format as Utkarsh
Corelnvest Ltd. Prior to Utkarsh, he was with a corporate law firm at
Allahabad.

He is a qualified Company Secretary from the Institute of Company
Secretaries of India (ICSI) and holds a Bachelor's Degree in Law from Veer
Kunwar Singh University, Arrah. He also received NSE's Certification in
Financial Markets (NCFM) for Compliance Officer (Corporate) Module.

This page is intentionally left blank.
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MANAGEMENT DISCUSSION AND ANALYSIS

The endeavours of the Company (i.e. Utkarsh Corelnvest Ltd. — UCL, hereinafter referred to as 'the
Company') alongwith its subsidiaries viz. Utkarsh Small Finance Bank Ltd. (USFBL, hereinafter referred
to as 'the Bank') and Utkarsh Welfare Foundation (UWF, hereinafter referred to as 'the Foundation') are
alignedto the various economic developments and the dynamics of the society / market.

The Banking subsidiary successfully completed three (3) full years of banking operations on January 22,
2020. During the FY2019-20, the Bank has further taken multiple business initiatives as aligned to its
Mission of providing affordable & accessible banking services which are process centric, technology
enabled and people oriented resulting in reliable, scalable and sustainable institution facilitating
socioeconomic change.

This Management Discussion & Analysis is focussed more on the Standalone business of the Bank,
being the 100% subsidiary of the Company and all the banking / financial services being carried out at
the Banki.e. USFBL level.

MACROECONOMIC ENVIRONMENT

Global economic growth was initially weak but was stabilising until the advent of the Covid-19 global
pandemic which has led to a dramatic health and economic crisis in the Jan-Mar quarter of FY2019-20. As
per IMF estimates, due to the Covid-19 pandemic, the global economy would shrink by 3% in the calendar
year 2020. However, the Governments across the world have been taking unprecedented steps to inject
liquidity in the financial systems and support the economies toreduce impact of Covid-19 pandemic. As per
IMF, the global economic growth is expected to revive significantly in the calendar year 2021 supported by
policy measures.

The Indianeconomy, while being one of the fastest growingeconomies of theworld, hasalso beenimpacted
from the global economic shock and from the spread of COVID -19. As per the estimates released by the
National Statistics Organisation (NSO), the growth in real GDP during FY2019-20 is estimated at 4.2% as
comparedto 6.1% in FY2018-19. Furthermore, the economic growth is expected to weaken in FY 2020-21.
Asisthe case globally, the Indian Government and the Reserve Bank of India have also announced several
unprecedented measurestosupportandrevive economicactivities. Additionally, the economicactivitiesin
agriculture sector and rural parts of India have been relatively less affected and is likely to support the
economicgrowthduring FY2020-21.

Unlike othereconomies, India has the ability to bounce back faster backed by strong fundamentals, several
measures and reforms announced by the Government of India, relatively less impact on agriculture and
rural activities and favourable demographics. Once the Covid-19 impact subsides, the Indian economy is
expectedtoremainoneofthefastest growingeconomiesacrosstheworld.

INDIAN BANKING INDUSTRY

The banking industry plays a vital role in mobilising savings and stimulating the economic development of a
nation. A new wave of change, more powerful and widespread than seen in recent years is expected to
unfold the banking sector in the coming decade. The Banks' overall credit growth moderated to 6.8% in
FY2019-20 primarily on account of sluggishness in credit to industries and large corporates while retail
credit growth remained healthy at 15% during FY2019-20. The Banks' aggregate deposits grew by 7.9% in
FY2019-20t0%135.71lakh crore asagainst3125.73lakh crorein FY2018-19.
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The Reserve Bank of India has taken several measures to inject significant liquidity in the financial systems
and ensuring stability in the financial markets. These measures include reduction in cash reserve ratio
(CRR), reduction policy repo rate, allowed banks and other financial institutions to offer moratorium up to
six months to their borrowers, LTRO and TLTRO schemes and Emergency Credit Line Guarantee Scheme
forMSMEsupto33lakhcroreetc. RBlhasreduced policyreporateto4.4%in March 2020 and further by 40
bpsinMay2020to04.0%tostimulatetheeconomy.

SMALL FINANCE BANKS (SFBs) PENETRATING AND GROWING FASTER ON THE BACK OF
DEEP-ROOTED PRESENCEAND WIDERPRODUCTOFFERINGSTO CUSTOMERS

Financial inclusion plays a major role in comprehensive growth of the country. In September 2015, RBI
granted licenses to set up Small Finance Banks to ten entities. These entities included eight Microfinance
Institutions (MFls), one NBFC and one local area bank. The prime objective of SFBs is to provide basic
bankingservicestothe underservedand unservedsectionsof the society.

Within three-four years of commencing the banking operations, SFBs have performed well on expanding
the banking services to the underserved and unserved customers supported by their deep-rooted
presence specificallyin theruraland semi-urbanlocationsand wider product offerings. While credit growth
forthe banking sectoras awhole moderatedin FY2019-20, the credit growth for SFBs remained healthy at
around 30%during FY2019-20. Total deposits of SFBshave alsogrown by morethan 45%in FY2019-20.

SFBs are uniquely positioned to maintain healthy growth while also meeting financial inclusion agenda
supported by following:

. SFB's track record of operating in rural and semi-urban locations and deep presence in these
locations, a key competitive advantage overotherbanks.

. Better understanding of local markets and ability to understand informal sector gives competitive
advantage.

. Offers full bouquet of financial products and services to serve low to middle income group which
givescompetitiveadvantage over NBFCs.

. Corecompetencyofassessingthe credit profiles of the 'underbanked'.

. Low cost of clientacquisition overthelongterm duetowiderreach, customer-centricapproachand

technology usage. Leverage on digitalisation for superior customer engagement simultaneously
bringingdown the operating expenses.

OPPORTUNITIES FOR SFBs:

. Formalisation of the economy and structural changes caused by demonetisation and
implementation of GST willdrive agradual shift towards the organised sector.

. Opportunity for vertical penetration with an expanded range of products, unlike the MFIs/NBFCs
thatexpandhorizontally with limited numberof products.

. Gradual formalisation of credit channels with focussed marketing strategies and growing branch
network.

. Mobilising deposits at costslowerthandebt with customer-centric offerings.

. Diversifyingadvances mixandfocussingonretailand corporatelending businesses.

. Recent liquidity crisis for NBFCs is expected to drive market share gains for SFBs owing to better

accesstoretailandwholesale deposits.

. Cautious foray in to micro and small and medium enterprises segment of the economy which, with
itsgranularspreadacrossthe country, contributeswell over 30% of the GDP of India.
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KEY LENDING SECTORS FOR SFBs

SFBs Growing Faster than NBFC-MFiIs in Microfinance Lending

The microfinance industry plays an important role in promoting financial inclusive growth by providing
credit to entrepreneurs and small businesses lacking access to banking and related services. The industry
has recorded a healthy growth in the past few years. As of December 31, 2019, the MFI's total Gross Loan
Portfolio (GLP) i.e. loan amount outstanding stood at ¥2.11 lakh crore, registered growth of 24.2% on YoY
basis. The number of MFlloanaccountsincreased by 16.6% YoY to10.11crore. This growth can be attributed
to increasing geographical penetration of microfinance lending institutions including SFBs, supportive
regulatory regime, strengthening of credit bureaus data, increase in digital payments and several initiatives
bythegovernmentandregulatoryauthorities.

SFBs, which account for close to 17.6% of total microfinance credit in India, registered higher credit growth
of 45% YoY in MFlsectorason December 31,2019 vs. overall MF| portfolio growth of 24.2% during the same
period. SFBs growth to the microfinance sector is supported by their increasing penetration, more
diversified funding profile and consequent liquidity position and enhanced ability post conversion to bank
tooffermultiple products. Asaresult, share of SFBsin MFlloansincreasedto17.6% ason December 31,2019
from15.1%ason December 31,2018.

MFI’s credit loan outstanding across lenders as on 31-Dec-19

10.2% 1.1%
NBEC Others
31.3%
17.6% NBFC-MFls
SFB
39.7%
Banks

Source: MFIN Micrometer

Despite the presence of multiple players in the microfinance landscape and mature models of micro
lending, with a significant portion of its population in the low-income band, India represents a huge
opportunity for the microfinance sector. As per Microfinance Institutions Network (MFIN) estimates,
microfinance currently reachesless than 20% of potential households. So, there is still a large gap to be met
intermsofthereach of microfinance.

Also, as per a survey carried out by PWC, (PwC's Microfinance Lenders Survey 2019) 71% of the financial
institutions believe that Eastern India offers the maximum potential for growth in future due to relative
saturation in the southern markets. The Bank has a very strong presence in the eastern India (Eastern UP,
Biharand Jharkhand)andit presentsasignificant strategicadvantage.
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GLP of the Microfinance Industry (Z bn)

2,500
213
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1,500 - 1,398
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Source: CRISIL Research; Kotak Institutional Research & MFIN Micrometer

Despite being an unsecured product, the asset quality of microfinance portfolio is at par with the secured
product due to the effective utilisation of social collateral by way of forming Joint Liability Groups (JLG). As
per MFIN report, the industry level PAR>30 and PAR>90 of microfinance portfolio is 1.56% and 0.53%
respectivelyason December31,2019.

The Micro, Small and Medium Enterprises (MSMEs) continue to be an engine and critical pillar of India's
economic growth. MSME sector contributed nearly 31% to India's GDP, 45% to exports and provide
employment opportunities to more than 11.1 crore skilled and semi-skilled people. There are approximately
36.33 crore MSMEs in the country. MSMEs are widening their domain across sectors of the economy,
producing a diverse range of products and services to meet demands of domestic as well as global markets.
While the MSME sectoris expectedto be hit severely by the COVID-19 pandemic, the Government of India
has announced several reforms, including change in definition of MSMEs, and financial measures to
supportthe MSMEs.

In addition, the Government currently runs multiple schemes for funding to MSMEs including Credit
Guarantee Trust Fund for Micro & Small Enterprises, Prime Minister's Employment Generation
Programme, Interest Subsidy Eligibility Certificate, Credit Linked Capital Subsidy for Technology
Upgradation, etc. As on January 2020, MSME Segment has a loan amount outstanding of approximately
%17.8lakh crore.InJanuary 2020, MSME accounted foraround 28% of the total commercial lendingin India.
Asperastudy carried out by IFC, the overall debt demand of MSME sectoris ¥69.3 lakh crore and as of now
lessthan25%is beingfinanced throughformalsourcesindicatinghuge untapped potential forfinancing.

HOUSING FINANCE

Withthe population of more than 1.3 billion and relatively low mortgage credit to GDP ratioin India, housing
finance offers significant growth opportunities forthe Banks. The housingindustry has alsoreceived a boost
fromtheincreased growthinthe affordable housingsegmentinthelast fewyears, which has been driven by
the Government's vision of ‘Housing for All by 2022" under the Pradhan Mantri Awaas Yojna (PMAY).
Policies and structural reforms, such as RERA and GST are playing a transformational role in opening
opportunities, improving transparency and enhancing consumer trust. Bank's housing loan portfolio has
beengrowingatahealthy paceandregistered growth of15.4%in FY2019-20.
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CORPORATE & SME LENDING / WHOLESALE LENDING

Microfinancelendingandlendingtootherretailassetsand MSME sector hasbeenandislikelytoremainthe
main focusareafor SFBs. However, with the transition asabankandtoachieve sectoral diversification of the
loan portfolio, SFBs have ventured into providing loans to financial sector entities like NBFCs / HFCs /
NBFC-MFlsand other corporates. The lendingto HFCs / NBFCs / NBFC-MFlsis supported by SFBs deep
understanding of these sectorsand ensure geographical / sectoral diversification of their portfolioand their
wider product offerings. Institutional / corporate lending stillaccounts forrelatively small share of SFBsloan
book.

FINANCIAL INCLUSION

Financial inclusion is increasingly being recognised as a key driver of economic growth, reducing poverty
and creating income equality at the national level. Informal employment, lack of collateral, inability of rural
populations to approach the formal financial institutions and lack of financial literacy has been preventing
full-scale implementation of financial inclusion. SFBs and Micro Finance Institutions have been able to
overcome these challenges and are playing key role in achieving financial inclusion objective. The
Government has also implemented various reforms and national schemes like Pradhan Mantri Jan Dhan
Yojana (PMJDY), Direct Benefit Transfer (DBT) and issue of RuPay cards coupled with a strong payments
network system, among others. To meet the objective, the RBl has alsoimplemented the National Strategy
for Financial Inclusion (NSFI) 2019-24 Vision. A vast geographical base and large population makes it
difficult for banks and other financial institution to reach out to every individual. Although a huge emphasis
is being laid on financial inclusion, the increase in number of bank branches and increasing customer reach
in rural areas remains limited. Additionally, bank branches are largely concentrated in urban parts of the
country. As a result, the rural population remains largely underserved. Hence, the need for small finance
banks is inevitable to broaden the reach of financial services to small businesses, low-income households,
smalland marginalfarmersamongothers.

Commercial Bank Branches per lakh
population, 2019
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THE BANK OVERVIEW

ABOUT THE BANK

Utkarsh Small Finance Bank Limited (hereafter referred as USFBL / the Bank), incorporated on April 30,
2016inIndia, isa Small Finance Bank and is engaged primarily in providing banking and financial services to
its customerswith focus on underserved and unserved sections of the country. The Bank's lending activities
are primarily focussed in rural and semi-urban locations of the country while its deposit mobilisations and
otherservicesare spreadacrossthe country. The Bankcommencedits banking operations from January 23,
2017, pursuant to the small finance banking licence received from RBI on November 25, 2016. Before
conversion to SFB, Utkarsh (as Utkarsh Micro Finance Limited) was engaged in providing microfinance
lending primarily to the customersinruraland semi-urban segmentsand hasatrack record of more than 10
years.

USFBL is a wholly-owned subsidiary of Utkarsh Corelnvest Limited (formerly Utkarsh Micro Finance
Limited - UMFL, operating since September 2009). The Bank extends microfinance loans based on Joint
Liability Group (JLG) models to individuals, other retail asset loans including Micro, Small and Medium
Enterprise (MSME) Loans, Housing Loans (HL), Personal Loans and Wholesale Lending to borrowers. The
AUM ofthe Bankstood at 6,660 croreasonMarch 31,2020.

The Bank is headquartered at Varanasi, Uttar Pradesh and its operations are currently spread across 15
States &2 Union Territoriesthrough 507 branchesin 173 districts of the country.

In line with the objective of providing financial services to the customers in underserved and unserved
sections of the society, USFBL hasdeep presenceinrelatively less financially penetrated states of Biharand
Uttar Pradesh, which togetheraccounted for76% of the portfolioas on March 31,2020. These geographies
offer good growth potential on microfinance business. The Bank outlets provide a full range of banking
services as permissible for small finance banks, ranging from Savings & Current Accounts, Fixed and
Recurring Deposits, Microcredit, Retail Loansand distribution of third party productsincludinginsurance.

Apart from the Bank outlets, USFBL provides access to customers through other multiple channels like
24*7 ATMs, Internet Banking, Mobile Banking and Call Centre. USFBL has a well spread ATM network
across177locationswith 36 off-site ATMsand141on-site ATMs.

Particulars March 31,2020 March 31, 2019 Additions

States 15 States & 2 UT 10 States & 1UT 5 States &1UT
Districts 173 139 34
General Banking Outlets 103 61 42
Micro Banking Outlets 404 375 29
Total Banking Outlets 507 436 71
Number of ATMs
On-site ATMs 141 88 53
Off-site ATMs 36 36 S

Total 177 124 53

The Bank is offering MSME and housing loan product through its select General Banking (GB) and Micro
Banking Branches. As of March 31, 2020, MSME lending vertical is operating out of 40 locations and
Housing Loanverticalisoperatingout of 22 locations.
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BUSINESS PERFORMANCE

USFBL is one of the youngest entrants in India's banking space. The Bank has strong rural and semi-urban
presencewitharound 68% branchesinsemi-urbanandrurallocations. The Bank hasclearly laid out strategy
of continuous focus on rural and semi-urban segment for asset side build-up while equal focus on rural,
semi-urban, urban and metropolitan locations for its liabilities franchise strength. Since inception, the
Bank's advances as well as deposits have grown significantly year on year basis. Despite disruptions on
account of demonetization and GST implication, the Bank's Asset under management has grown at a
CAGR of 64% since March 31, 2017. Similarly, deposits of the Bank also grew multifold ata CAGR of 551%
overlast3years.

Asset under Management Deposits
8000 - 6000 -
6650 5235

5000

6000

4000 - 3000 -

3208 2194

2000 -

2000 1 1514
1000 -

0 0
FY2016-17 FY2017-18 FY2018-19 FY 2019-20 FY2016-17 FY2017-18 FY2018-19 FY 2019-20

ASSETS - LENDING PRODUCTS

The Bank has been aretail focussed bank primarily engaged in microfinance lending through Joint Liability
Group (JLG) product, loans to MSME, housing and other retail loans. As on March 31, 2020, the Bank's
outstandingloan portfolioincreased by 40.46% YoYto 36,660 crore.

Loan Portfolio Composition as on March 31, 2020
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1. MICROFINANCE

Microfinance provides a comprehensive package of financial inclusion products and business
development services to underprivileged or low-income individuals or groups who otherwise would have
no other access to financial services. Microfinance Loans comprised about 90% of the Bank's loan portfolio
including loans mobilised through BC channel. While the USFBL's core geography of Bihar and Uttar
Pradesh remain the mainstay of Bank's microfinance portfolio, the Bank has been increasing its
microfinancefootprintsto newerstates.

During FY2019-20, USFBL expanded its microfinance presence to state of Odisha, increasing overall
microfinance reach to 11 states as on March 31, 2020. During the year, the Bank's microfinance loan client
number extended to more than 25 lakh spread over 135 districts of 11 states and served through 404 Micro
Banking Outlets. Microfinance segment continues to be very diversified, lending from the individual
customer exposure perspective with average ticket size of Microfinance Loans is 321,252 on AUM.
Microfinance loans are provided with tenor of 12 to 24 months. Microfinance loan portfolio (AUM) of the
Bank mobilised through own network increased by 44% in FY2019-20 from 4,077 crore as on March 31,
2019t0%5,856 croreasonMarch 31,2020.

USFBL also provides microfinance loans through BC partners to enhance its reach. As of FY2019-20, the
Bankisservicing JLG customers through the network of three BC partners. USFBL has also plans to extend
thisBCmodeltootherproductssuchas MSME &HL.

Microfinance Outreach March 31,2020 | March 31,2019 Change
No. of States 1 10 1
No. of Districts 135 120 15
No. of Micro Banking (MB) Outlets 404 375 29
Total No. of Centres 1,56,020 1,23,039 32,981
Active Client Base (in lakh) 25 20 5
Loan Portfolio Outstanding* (in crore) 5,979 4138 44.49%

*This includes 123 crore of portfolio mobilised through Business Correspondent (BC) Channel

In the microfinance vertical, the Bank offers loans through Joint Liability Group (JLG), Individual
Business Loans to existing matured customers of JLG and two-wheeler loans to its existing JLG
customers. While most MFls were trying to compete in South, the Bank's Holding Company Utkarsh
Corelnvest Limited was amongst the first to focus on Bihar and Eastern UP. Post the Business Transfer
from its Holding Company to the Bank, the Bank continued to focus in these geographies by penetrating
deeper. The Bank continues to maintain its strong foothold in the state of Bihar and UP and has 262
branches as of March 31, 2020. The Bank has always emphasised and focussed on originating and
maintaining high quality portfolio. The Gross NPA for Microfinance portfolio as of March 31, 2020 is
0.63%.

a. JOINT LIABILITY GROUP (JLG) LOANS

The Bank offers Micro Loans ranging from 36,000 to ¥1,00,000 to its clients through Joint Liability
Group (JLG) model. This represents the peer-guarantee loan model, which enables individuals to
take loans without having to provide collateral or security on an individual basis. It mainly comprises
business loan, family loan, agricultural loan, education loan etc. The microfinance loans to women
clients on a joint liability basis constitute 90% of overall loan portfolio. More than 60% of
microfinance borrowers are engaged in Agri and allied activities. Animal Husbandry is the largest
category with Agriand allied services that caters to around 35% of microfinance borrowers.
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Services and trading is the second largest category accounting for around 28% of the Bank's
microfinance borrowers. In addition, the Bank also offers Swachhata loans of 325,000 for
construction/repair/renovation of toilet to its existing JLG clients. The Bank has achieved complete
cashless disbursement in the micro banking segment. The Bank disburses all the loans in the Bank
account of the client. The Bank intends to and taking steps to move to digital modes of collections in
the micro banking segment which will significantly reduce the operational risk pertaining to physical
cash as well asimprove the efficiency of the field staff.

b. INDIVIDUAL BUSINESS LOANS

USFBL has been providing microfinance JLG over the years and have large number of borrowers
who have completed multiple loan cycles and are matured borrowers from financial discipline
perspective. The Bank, in a bid to meet the increasing funding requirement of these clients,
introduced Individual business loan product. USFBL provides individual loans especially to those
who have begun their formal credit under JLG. The Bank identifies a subset from its JLG customers,
who are eligible for individual loans through good credit behaviour. Under this product, the Bank
disburses the loan in the Bank account of the customer and the collection is also routed through the
Bank account of the customer.

c. TWO-WHEELER LOANS

During FY2019-20, USFBL has initiated two-wheeler loan product for its Micro Banking customers on
pilot basis. The results have been encouraging and the Bank will scale up this loan productin FY2020-
21.The Bank provides two-wheeler loans to existing Micro Banking Customers, who have completed
their two JLG Loan cycles with a minimum repayment of 24 months. Such clients can either be a
Borrower or a Co-borrower.

2. RETAIL ASSETS (INCLUDING MSME AND HOUSING LOAN)

Under the Retail Assets vertical, the Bank offers MSME loans, Housing Loans and Personal loans. USFBL
offers a combination of secured and unsecured loans to the small and medium size businesses catering to
manufacturingandservicessector.

The total loan portfolio of MSME vertical that also includes personal loans grew by 49.28% from 3164.93
crorein FY2018-19 to%246.21crorein FY2019-20. In order to expand its outreach to MSME borrowers, the
Bankisstrengtheningits Direct Sales Agent (DSA) network. The DSA network willenable the MSME vertical
toreachouttotheplacesandtothe newsetof borrowerswithoutadding muchtothe fixed cost.

The Bankhaslaunched affordable housingloan productsin FY2015-16 with the focusto provide small ticket
size housing loans to salaried individuals. The average ticket size of the loan is¥8.59 lakh on AUM with loan
duration of 3to 30 years with an average rate of interest at 12% per annum across customers. Housing loan
portfolio of the Bank grew by 123.80% to ¥85.49 crore in FY2019-20. The Bank has started catering to
mainstream housing segment, where ticket size ranges from ¥25.00 lakh to ¥1.00 crore and tenure ranges
from3to30years.

3. WHOLESALE LENDING

While Retail lending and lending to MSME sector has been and is likely to remain the main focus area for
USFBL, however, with the transition as a Bank and to achieve more diversification of the loan portfolio
activity, USFBL has ventured into providing wholesale / corporate lending. The Wholesale Lending
Business has an active client base of 30. The Loan Portfolio grew by 13.56% to ¥309.51 crore in FY2019-
2020 and mainlyincludeslendingto NBFC-MFIs, NBFCsengagedin Vehicle Financing, School Financing,
Housing Finance Companies, Small & Medium Enterprises,and others.
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Product/Particulars Wholesale Lending
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4.LIABILITIES - DEPOSITS

Within around three years of the commencement of banking operations, USFBL has been able to mobilise
significantamount of deposits fromits customerswhich include both retailandinstitutional customers. The
Bank expanded its physical footprint by opening 42 new General Banking outlets and increased its
outreach in 5 states and 1 union territory in FY 2019-20. Physical presence continues to be critical for
deposit customer acquisition and the Bankintends to tap urban locations and top-100 Deposits locations
of the country for deposits mobilization. These locations will also be tapped for high-ticket retail loans
sourcing.

The Bank's total deposit base increased by 38.08% during FY2019-2020 to ¥5,235.21crore ason March 3],
2020 from %3,791.39 crore as on March 31,2019. The Bank focussed on building its retail deposits book and
consequently CASA (Current Account & Savings Account) grew by 86.24% to ¥706.66 croreason March 37,
2020 from ¥379.44 croreason March 31,2019. Retail Term Deposits grew by 119.73% to ¥1,814.52 croreason
March 31,2020 from ¥825.78 crore as on March 31,2019. The growth in retail term deposits was supported
by the Bank's competitive interest rate offerings and improving stickiness of the Bank's customers with
enhanced upselling and cross selling efforts. During the year the Bank also focussed on ease of banking for
the customersthroughthe Bank'sdigital channels.

(Zin Crore)

Particulars Ason Ason Change

March 31, 2020 March 31, 2019 YoY
No. of States/UT 15/2 10/1 5/1
No. of Operational Districts 81 48 33
No. of General Banking Outlets 103 61 42
Total Deposits 5,235.21 3,791.39 1,443.82
Current Deposit 119.16 86.23 32.93
Saving Deposit 587.50 293.21 294.29
CASA Balance 706.66 379.44 327.22
Term Deposits 4,528.55 3,411.95 1,116.60
Retail TD 1,814.52 825.78 988.74
Wholesale Term Deposit 2,714.03 2,586.17 127.86
(including Certificate of Deposits)

(Zin Crore)

Particulars Ason Ason Change

March 31, 2020 March 31, 2019 YoY
CASA Ratio 13.50% 10.01% 3.49%
No. of Saving Accounts 410,842 1,64,696 2,46,146
Of these, No. of BSBDAs 2,54,018 96,383 1,567,635
No. of Current Accounts 14,199 8,616 5,583
No. of Term Deposits 89,825 28,648 61,177
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Under the Retail Segment, the Bank is currently offering Retail Savings Account, Current Account, Retail
Term Deposit (TD) and Salary Account. The Bank is also broad basing its deposit profile by raising
deposits from wholesale and institutional clients.

Liability Composition as on March 31, 2020 -% 5,235 crore
2.3%
Current Deposits

1.2%
Savings Deposits

34.7%
Retail TD

51.8%
Institutional TD+ CD

InFY2019-20, the Bank continued to focus on enlarging the retail franchise, including the HNI segment for
Current Account - Savings Account (CASA) and Retail Term Deposits (RTD). Consequently, the ratio of
CASA to overall Deposits has grown to 13.50% as on March 31, 2020 from 10.01% as on March 31, 2020,
whereas Retail Deposits (CASA+RTD) ratio improved to 48.16% during the same period. In addition, 2 lakh
plus New to Bank (NTB) customers were on-boarded, taking the total number of active accounts to 4 lakh,
an increase by more than 2 times YoY. Also, the Bank is using its vast network of micro banking outlets to
reach out rural and semi urban customers for deposit mobilisation. Currently, the Bank offers Rupay Debit
Cardtoallits customers. Also, the Bank plans to offer global co-branded Debit Card to the customersin the
near future. The Bank is also taking steps for faster and convenient onboarding of customers through its
digitalchannels.

OTHER PRODUCTS AND OFFERINGS

USFBL also provides various other products and services. These include offering debit cards to the
customers, locker services, distribution of third party products like life insurance, general insurance and
mutual funds etc. The internet banking platform offers basic remittance services like NEFT and RTGS. In
addition, the Bankhasalso extended Bharat Bill Pay Systemto aid digital transactions.

CUSTOMER SERVICES AND DIGITALISATION

Going forward, in order to accelerate retail expansion and diversification of customer base, the Bank will
target Point of Sale (POS) business and enhance customer convenience by offering services such as
Doorstep Banking and Corporate Internet Banking. USFBL has already taken steps to putin place suitable
technology driven processes and systems that will help deliver superior customer experience. With the aim
of embracing digital banking, the Bank is committed to building a strong technological infrastructure with
highavailabilityand arobustarchitecturalfoundation foroveralldeposit growth.

Providing superior customer experience is an integral part of the Bank functioning, the Bank continues to
enhance customer experience with digital channels such as Debit Cards, POS, ATM's, Internet Banking,

Mobile Bankingand awell-served customercarecallcentrealongwithincreaseinthe branch network.

With afocus on customer-centricity, the Bank aims to provide a differentiated banking experience through
anentiregamutofdigitaltouchpointsthroughthefollowinginitiatives:
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¢ Providingease of paymentsthrough Digital channelslikeinternetand mobile banking.

» The Rupay debit card as being offered is currently having good traction and growth. Additionally, the
Bankisplanningfornewarrangementswith International card network such as MasterCard.

e Providingtransactionaleasetothe MSME segment, planningfor MPOSimplementation.

¢ Implementing Tab Bankingand Self on-boarding, willbe a paradigm changein NTB client experience.

* Inprocesstosetup partnershipwith E-commerce playerstouse USFBL Debit Cardontheirportals.

The Bank's thrust on utilising digital channels can be validated by the fact that, USFBL has secured third
rank amongst all SFBs in terms of nos. of transactions NEFT and RTGS (source RBI data) in FY2019-20
digital channel. USFBL application has seen a jump in rating on Play Store to 4.2 in FY2019-20 from 3.9 in
FY2018-19, demonstrating improvement in customer satisfaction. The Bank is focussing on further
enhancing the Retail Banking digital application with much more advanced features such as Fingerprint
Login, Selfon-boarding, Spend analyseranalyticstonameafew.

To provide easy access to the rural and remote customers, the Bank has pivoted the Micro-ATM projectin
some of the branch areas. This ATMs are easy to install and mobile in nature that may be carried as per
suitable requirement. The device looks like similar to POS terminal with additional feature such as card
reader/bar code scanner and fingerprint scanner. This terminal can connect to banking network via GPRS
to perform banking transactions. The Micro-ATMs are very similar to ATMs in terms of functionality viz.
Balance Enquiry, Mini Statement, Cash withdrawal and Fund transfer, butit will be operated by a staff of the
Bank.

BUSINESS STRENGTH AND DEVELOPMENT STRATEGIES

EXPERIENCED MANAGEMENT TEAM:

The professional management team has a collective experience of around 400 years in the banking and
microfinance sector. The management team has garnered this experience by working with various
organisationssuch as Banks, NBFCs, MNCs and Regulators. The seniormanagement comprises functional
heads (core team members) and Business heads for each product verticals. As per the Bank's strategy to
expand non-microfinance business segments, the Bank is continuously strengthening the senior
managementteamtodrivegrowthinthese segments.

Ability to raise funds from diverse sources:

USFBL's liquidity profile remains comfortable due to a conservative liquidity policy, high cash balances and
diverse source of funding especially from the promoter and investors. The Bank has successfully raised
refinanceloansfrom SIDBI, NABARD, MUDRA and otherbanks to cushion liquidity while it garners sizeable
retaildeposits.

Institutional Funding Sources

As a reliable source of funding on need basis, the Bank has a line of refinance facility with NABARD and
SIDBI.

The facility supports the liability profile of the Bank as follows:
1. Diversification of the sources of liquidity

2. Flexibilityintenorandrepaymentschedules

3. De-riskinginany liability mismatch

Expanding geographic presence:

USFBL intends to further expand its geographical presence by focussing on under-penetrated segments
with lowto middleincome groupinrural, semi-urban & urban areas. The Bankis exploring new regions forits
liability base and aimsto expandintootherstates.
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Expanding product offerings:

By leveraging its wide network, USFBL is well-positioned to cater to entire life cycle needs of their clients
with theirinnovative products across the segments viz. microfinance segments - JLG Loans, two-wheeler
loans personalloans, businessloans, MSME loans, housingloans, LAP, wholesale loans, etc.

Improving customer relationship and service:

The Bank's deep understanding of customer requirements and wide reach, has enabled it to establish a
strong liability franchise and consequently the asset quality. Apart from offering the better interest rates,
USFBL focusses on better services especially door-to-door services for customers over and above the age
of 60 years. The Bank's superior services to rural customers augurs well for building strong and lasting
relationships. The Bankis furtherleveragingrighttechnology toidentify opportunities and deliver products
andservicestothetargetcustomersegment.

Financial Inclusion & Priority Sector Lending

Expanding furtherthe microfinance outreach of the Bank during the FY2019-20 period, the Bank had over
25 Lakh active Joint Liability Group clients (with an outstanding of ¥5,968.38 crore) that comprises for
89.78% of total loan book as at the close of FY19-20. Majority of the micro finance loans are for agriculture,
livestockandsmallbusinesses.

Since the start of the banking operations, the Bank is opening Basic Savings Bank Deposit Account
(BSBDA) for its customers, the active accounts under which were more than 2.50 Lakh as at the close of
FY2019-20, thereby furtherdeepening the Financial Inclusioninitiatives.

The financial inclusion narrative also gets reflected in the Bank's lending towards priority sectors being
substantially higher at 91.79% of loan portfolio as on March 31, 2020. After factoring a substantial Priority
Sector Lending Certificate (PSLC) sale, the Bank's PSL achievement 77.93% vis-a-vis regulatory
requirement of 75%. Similarly, the lending to ticket size of less than 25 lakhs comprised 93.61% of the Bank's
loan portfolioasagainst theregulatory minimum requirement of 50%.

Branch Banking and Operations

a. Collection Mechanism
USFBL is continuously strengthening its underwriting, collection processes and systems. The Bank
continued to work on a taskforce-based model in-house for collections from its overdue clients which
achieved good results during FY2019-20. Despite lending to low and mid income groups, the Bank has
been able to maintain strong asset quality, which is demonstrated by healthy collection efficiency. An
aggregate amount of 9.01crore was collected in FY2019-20 from written-off clients, resulting a positive
impactontheoverallcollections. USFBLachieved 99.39% collection efficiency in FY2019-20.

b. Central Processing Centre (CPC)
CPC was launched in FY2018-19 with the opening of liability accounts for the Bank's Micro Banking
customers. With the help of twin locations of CPC i.e. Mumbai and Varanasi, USFBL has been able to
scale up the account processing capacity. The CPC has taken over and centralised the disbursement
activities of Housing Loan (HL). It also provides support in Bharat Bill Payment System (BBPS) and
overseas remittance business with the Bank's strategic tie-up under Money Transfer Service Scheme
(MTSS). Consequently, volumes are gradually picking-up on these segments.

c. Internal Ombudsman (10)
The Bank is complied with the directions of RBI on implementation of Internal Ombudsman Scheme
2018. The office of Internal Ombudsman of the Bank is functioning within the SOP approved by the
Board of Directors of the Bank as per RBI Scheme of IO 2018. The Internal Ombudsman of the Bank is
actively monitoring the grievances through the access provided in (Customer Relationship
Management) CRM, escalation of open cases through alerts and in close coordination with CRM team,
which hasstrengthenedtheinternal grievanceredressalsystemin minimising TAT.
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The office of Internal Ombudsman is closely associated with training system of the Bank in creating
awareness and sensitisation of field functionaries. The Internal Ombudsman has maintained close
coordination and liaison with Principal Nodal Officer (PNO) of the Bank and all the business verticals for
speedyredressal of grievances.

GRIEVANCES CLOSED BY INTERNAL OMBUDSMAN DURING THE YEAR 2019-20

No. of grievances No. of cases Cases reviewed | No. of grievances No. of arievan
received by the | rejected by Bank by Internal closed by Internal ouz.s:alg dliivaascz:
Bank during partly/fully during Ombudsman Ombudsman March 31 2020
FY2019-20 FY2019-20 During FY2019-20| during FY2019-20 ‘
27,632 13 13 13 0

DISPOSAL OF GRIEVANCES BY BANKDURING THE YEAR 2019-20

No. of grievances
at the beginning of
FY2019-20

No. of grievances
received by the Bank
during FY2019-20

No. of grievances
disposed by the Bank
during FY2019-20

No. of grievances
outstanding/open
as on March 31, 2020

280

27,632

27,861

51

d. Credit Operations
The Bank believes in the philosophy of proactively thinking and taking preventive measures before a
crisis occurs. The Credit Risk Department, implements policies and processes for credit risk
identification, assessment, measurement, monitoring and control. The Credit Risk Management
Committee (CRMC) manages implementation of credit risk management framework across the Bank
and providesrecommendationstothe Risk Management Committee of Board (RMCB).

e. Treasury
The Treasury department of the Bank conducts its business with the twin goal of compliance with
regulatory and liquidity management. The department meticulously adheres to regulatory and liquidity
of managementcriteriaviz.SLR, Non-SLR, CRR, HTM portfolio, Investment limits etc.

The Treasury hasaccesstothe PSLC platform for the sale, if any, of excess portfolios under priority sector.
The Bank is a member of the infrastructure of the financial market viz. Segment Settlement of CCIL
shares, NDS-OM, NDS-Call, FTRAC, C-BRICS, e-kuberetc.

Initsrole to manage liquidity, the Treasury ensures availability of adequate liquidity to meet the needs of
asset growth, operational expenses and payment obligations. In order to manage liquidity mismatches
Treasury actively participates in money market operations like Call/Notice/Term Money, Certificate of
Deposits, Commercial Papers, IBPC etc. Treasury raises liability resources through refinance, IBPC,
Issue of Certificate of Deposits, bulk FDs.

The value of the investment book outstanding as on March 31, 2020 stood at 1,192.39 crore with a
portfolioyield of 6,69% and average duration of 2.88 years. The outstanding investment book comprises
of SLR portfolio 0f1,192.39 croreand Non-SLR Portfolio of Nil.

RATING

During FY2019-2020, ICRA has upgraded rating of USFBL's certificates of deposits of 1,000 crore to Al+
from Albased on the Bank's experienced managementteam, stronginvestor profile and adequate systems
and processes. The rating also considers the USFBL's improvement in profitability in FY2019-20 with an
increase in the scale of operations, an improvement in the net interest margin and the comfortable asset
quality. Further, USFB has been able to maintain adequate capitalisation with CRAR reported at 22.19%. In
addition, the bank has been successfully diversifying its borrowing profile while increasing the share of
fundsraised from financialinstitutions (Fls) through long termrefinancelinesand deposits.
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ICRA also assigned a rating of ICRA A (Stable) to Tier Il bonds of 200 crore. CARE Ratings Limited has
reaffirmed the rating as CARE A (Single A; outlook: stable) for Long Term Bank Facilities Non-Convertible
Debentures and Long Term Tier Il Bonds. Instruments with this rating are considered to have adequate
degreeof safetyregardingtimely servicing of financial obligations. Such instruments carry low credit risk.

Instruments Ratings Rating Agency

Certificate of Deposit ICRA A1+ ICRA

Tier Il ICRA A (Stable Outlook) ICRA

NCD CARE A (Stable Outlook) CARE

Tier I CARE A (Stable Outlook) CARE

Bank Loan Rating CARE A (Stable Outlook) CARE

FINANCIAL PERFORMANCE

Income Statement (Crore) FY2019-20 FY2018-19 | Change(YoY)
Deposits 5,235.21 3,791.39 38.08%
Investments 1,192.39 862.21 38.29%
Advances (Net) 6,281.60 4,.668.17 34.56%
Net Worth 95455 742.68 28.53%
Net Interest Income 728.22 498.75 46.01%
Non-Interest Income 98.55 58.05 69.77%
Total Income 1,406.24 939.09 49.75%
Operating Expenses 476.48 326.27 46.04%
Oerating Profit 350.29 230.53 51.95%
Provisions 99.88 81.72 22.22%
PBT 250.41 148.81 68.27%
TAX 63.67 54.92 15.93%
PAT 186.74 93.89 98.89%
Assets under Management (AUM)/ Gross Advances 6,660.00 4,741.55 40.45%
Net Interest Margin 10.73% 10.63%
Cost to Income 57.63% 58.65%
Return on Average Total Assets (ROAA) 2.47% 1.83%
Return on Average Net-Worth (RONW) 2118% 13.54%
Gross Non-Performing Assets (GNPA) 0.71% 1.39%
Net Non-Performing Assets (NNPA) 0.18% 0.12%
AuM/Capital & Reserves 6.53 6.14

¢« INCOME:The growthin portfolio along with robust portfolio quality yielded higherincome. Net interest
income grew by 46.01%t0728.22 crorein FY2019-20from 498.75 crorein FY2018-19 while otherincome
grew by 69.77%1t0 98.55 crorefrom 58.05 crore.

» PAT: Despite making a substantial provision of 99.88 crore (including 51crore provision on COVID-19),
the Bank posted Profit After Tax (PAT) of 186.74 crore. PAT increased significantly around two-fold to
186.74 crore from 93.89 crore. The higher profitability is attributed to maintaining the NIM and portfolio
qualityandimprovingoncostof fundsand costtoincomeratio.
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e AUM: The Bank demonstrated superior portfolio growth with good asset quality. Assets under
management (AUM) increased to 6,660.00 crore as at March 31,2020 from 4,741.55 crore as at March
31,2019,up by 40.45% YoY onaccount of scaled-up Business Activities.

e NETADVANCES: Total net advances grew 34.56% YoY to 6,281.60 crore from 4,668.17 crore, owing to
satisfactory performance of Core banking products, higher proportion of JLG disbursements and a
pickupinretailand newlylaunched products.

« DEPOSITS: The aggregate deposit of the Bank at the end of the year stood at 5,235.21 crore, which
represents a growth of 38.08% over previous financial year. The CASA deposits grew by 86.24% from
379.44 croreto 706.67 crorein FY2019-20 and Retail Term Deposits grew by 119.73% from 825.78 crore
t0 1,814.52 crorein FY2019-20.

¢ NPAs: USFBL's asset quality improved considerably during the year under review. The reduction in
GNPA from 1.39% to 0.71% is on account of improved collections along with technical write off during
FY2019-20.

* CRAR: Despite its high pace of loan portfolio growth, the Bank has been able to maintain good
capitalisation indicators supported by regular capital infusion from promoter. The Bank's capital to risk
weighted asset ratio (CRAR) and Tier-I CRAR stood at 22.19% and 19.41%, respectively as on March 37,
2020 vis-a-vis24.14% and 20.34%, respectivelyason March 31,2019.

Particular FY2019-20 FY2018-19
CRAR 22.19% 24.14%
Tier | 19.41% 20.34%
Tier Il 2.78% 3.80%

« RETURN RATIOS: USFBL continues to generate strong Return on Average Assets (ROAA) which has
improved to 2.47% in FY2019-20 from 1.86% in FY2018-19. Return on Average Net worth (RONW)
increased significantly to 21.18% for FY2019-20 from 13.49% for FY2018-19. This has been achieved by
clocking growth, maintaining yield on assets, improving cost toincome ratio and by reducing the cost of
funds.

OUTLOOK

The banking platform provides huge opportunity in the form of penetrating the banking and financial
services to the underserved and unserved sections and geographies of the country and at the same time
offeringthe Bank'sunique productsandservicestothe customersacrossthe country.

On the lending business, micro finance is expected to remain the focus area for the Bank. Within
microfinance, Biharand Uttar Pradesh along with few other statesin the hinterlands of India have been core
operating geography for the Bank. While on the back of relatively lower financial penetration and strong
demand for microfinance lending, Bihar and Uttar Pradesh are likely to remain key geographies for the
Bank, though atthe sametimethe Bankisexpandingits microfinance lending to othergeographies offering
good growth potential and stable asset quality environment. The Bank will be looking for geographical
penetrationinto newer states as well as strengthenits presence in existing states by opening new branches
inuncovereddistricts.

Atthe same time, the Bankis focusing on expandingits lending to other retail asset customers like housing
loans, personal loans and loans to small and medium enterprises (MSME). The Bank is also in the advance
stage of launching “wheels” products and different variants of working capital financing solutions to the
customers.The Bankendeavorstolaunchseveral otherretailloans productsintheyearstocome.
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From products perspective, the strategy would be to do penetration of new products like secured portfolio
of MSME and housing loans, as well as enhancing the penetration and productivity of existing microfinance
products. The Bankintendstoincrease the share of secured lendingin overall portfolioin the yearstocome.
Supported by planned high growth in other segments, the product portfolio would be expected to be well
balancedinthe nextfewyears.

On deposits mobilization front, the Bank has expanded presence in top deposits mobilizations locations of
the countryalongwith focus onits existing core geographies. Goingforward, the Bankwill be launching new
products and services to its customers. To reduce the cost of funds further and build a profitable entity on
long-term basis, the Bankwill continue tofocusonincreasingits CASAratioandretailterm deposits.

The long-term plan of the Bank is to build a profitable franchise and reputation through technology, brand
and customer service. Financial inclusion being the mainstay of the Bank, paying special attention to rural
and small business clients will stay at the forefront. The Bank is well placed to leverage its deep- rooted
franchise and large asset client base of more than 25 lakh clients for upselling and cross-selling various
products. Alarge part of Bank's customersisengagedin Agriculture & allied activities (more than 57% of the
Bank's Assets Under Management) and in micro enterprises (around 26%) which coupled with its presence
in rural and semi urban locations (68% of the Bank's banking outlets) makes the Bank relatively immune to
macroeconomic shocks. Furthermore, Agriculture & allied activities and micro enterprises sector as well as
rural geographies are financially underpenetrated and offers significant potential of high-quality credit
growth for the Bank. The Bank intends to be one of the best SFBs going forward by focussing on profitable
growth, innovative products and improving return ratios. The Bank endeavours to consistently build trust
andwealthforitsshareholders by efficiently deploying capital, in orderto maximise return on equity.

UPDATE ON COVID-19

The Bank had invoked Business Continuity Planning (BCP) and formed a Crisis Management Team chaired
by MD & CEO. Primarily goal was to effectively provide the banking services toits clients without comprising
on health of employees. During the pandemic period, the Bank efficiently managed to run its branches
though with the reduced manpower strength and also managed its other banking channels such as ATMs,
Internet and Mobile Banking and Call Centre without any issues. The Central Processing Unit at Mumbai
and Varanasi continued its daily operations with staff being rostered on daily basis to ensure timely
settlementofalltransactions.

The Bank had taken appropriate measures for health and safety of its employees during this period.
Employees were educated from time to time to maintain social distancing and using appropriate methods
foravoiding any healthissues. During this period, the Bank ensured all regulatory reporting on timely basis.
The special efforts were made toreach outto customersto checktheirwell-beingand sharing advise to tide
overthisdifficult situation.

RISKS AND MITIGATION STRATEGIES

USFBL has arisk management structure that proactively identifies the risks faced by the Bank and helpsin
mitigating them. The risk management framework is steered through the Risk Management Committee
(RMC) and Asset Liability Committee (ALCO) for enabling liquidity. The Board approves the overall risk
management policyincludingrisk framework, limits, etc.

1. Concentration Risk: USFBL is largely dependent on the microfinance segment; the segment
contributed 90% of outstanding loan portfolio as on March 31, 2020. Further, the Bank's portfolio is
largely concentrated in Uttar Pradesh and Bihar with a share of 31% and 46% respectively of the overall
portfolioason March 31,2020. The Bank's portfoliois fairly diversified with respect to its exposures at the
district level, which is important risk measurement unit in microfinance business. As on March 31, 2020,
the Bank's exposure to any single district was not more than 4.0% of the Bank's total asset under
management.
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Mitigation Measures: USFBL intends to bring down the share of the JLG loan book in the medium term
while expanding into other segments like MSME loans, wholesale lending book, affordable housing
loans, business correspondent book, two-wheeler loans. During the year under review, the Bank has
expanded its operations in 5 states and 1 union territories. Going forward, the Bank targets to further
diversifyits operationsintoretail businessandenterintonewterritories.

. Operational Risk: The Bank is exposed to various types of operational risks such as inadequate or failed
internal processes, peopleandsystems.

Mitigation Measures: USFBL has implemented a comprehensive operational risk management policy
with a framework to identify, assess and monitor risks, strengthen controls, improve services and
minimise operationallosses. The Board approved Business Continuity Policy (BCP)isin placetoensure
that the Banking operations continue with minimum disruption. A Crisis Management Team has been
constitutedtotake suitable decisionsduring businessdisruptions.

. Fraud Risk: The Bank is exposed to various types of error and fraud risks such as cyber threats, scam,
processingerrors,document mishandling, etc.

Mitigation Measures: The Bank's Fraud Risk Management (FRM) Unit manages fraud prevention,
monitoring, investigation, reporting and awareness creation as an independent group in the Bank. The
Bank also has a dedicated Risk Containment Unit (RCU), which ensures that all loan files are thoroughly
checked online. Currently, USFBL is using the Transaction Monitoring - NPCI| Fraud Risk Management
(FRM) Tool for monitoring fraudulent Debit Card transactions on ATM channels. The Bank is also
working towards digital initiatives to prevent fake identification / forged documents during loan
processing.

. IT Risk: Information and cyber security risks may arise from the failure to respond to security and privacy
requirements, internal fraud through software manipulation, external cyber fraud, obsolesce in
applicationsand machines, reliabilityissues (including software malfunctions) ormismanagement.

Mitigation Measures: The Bank has a dedicated team to manage the information systems security. In
ordertoprotectthe Bank'sassets, the Security Operations Centreis operatingona24x7 basis. As per RBI
guidelines and approved by the Board, USFBL has successfully implemented a Cyber Crisis
Management Plan. Further, the Bank has a Computer Incident Response Team (CIRT), responsible to
promptly and correctly handle a cyber-security incident, so thatit can be quickly contained, investigated
andrecovered.

. Credit Risk: Lenders are exposed to default risk in virtually all forms of credit extensions to Individuals,
Non-Corporate, Corporate, Bank, Financial Institutions, etc.

Mitigation Measures: The Bank assesses the credit risk at each customer, product, enterprise,
geography at bank levels. Standardised credit approval process including a comprehensive credit risk
assessmentisinplace.

. Market risk: Market risk is the risk of fluctuation in the Bank's income and/or valuation of financial
instruments because of the market volatility.

Mitigation Measures: The Investment Committee and Asset Liability Committee (ALCO) of the Bank
oversee the investment and market risks; accordingly approve the framework for market risk and its
thresholds. A monthly comprehensive Market risk & Liquidity risk dashboard is circulated to senior
management, which provides all relevant information related to investment portfolio, liquidity position,
depositorsand borrowing.
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7. Liquidity Risk: Liquidity risk is caused by an asset-liability mismatch resulting from a difference in the
maturity profile of the assets and liabilities. The cost of such liquidity risk would be in terms of either
raisingfreshliabilitiesat highercostorliquidatingitsassetsatahigherdiscountrate.

Mitigation Measures: Liquidity profile of USFBL is supported by access to diverse sources of funding.
The Bank has set prudential internal limits in addition to regulatory limits on liquidity gaps, borrowing,
deposits, placements, etc. ALCO reviews treasury operations, interest rate; cash flows etc. on monthly
basis and provide internal guidelines. The Bank has adopted Internal Capital Adequacy Assessment
Process (ICAAP) and Stress Testing framework, to provide detailed information of the Bank's entire
spectrum of risks on the on-going assessment evaluation methods and sanction from respective
authorities, creditapprovalsandfollow-ups.

VIGILANCE MECHANISM

The Vigilance & Security Department has been formed in the Bank since inception. It undertakes
Investigation of fraud, corruption cases and grievances, including those issued under the Bank's whistle-
blower policy. The Department educates staff on Preventive Vigilance, Punitive actions, Surveillance &
Identification areas. The Vigilance & Security team conducted a variety of inquiries related to fraud, cash
theft, serious employee abuse, etc,, and performed branch visits, surprise visits, and liaisons with local
governments.

INFORMATION TECHNOLOGY (IT)

The Bank acknowledges that Information Technology (IT) is one of the key differentiators for improving
customer experience. Customer-Centricity, Operational Efficiency and Regulatory requirements have
been categorised as the three main themes for driving technology initiatives. The Bank is concentrating on
stabilising its core banking framework (Enabling Active - Active for core banking application and database
layer) in addition to developing new platforms such as CCIL, LAMS, Control Measures interface etc. and
enhancing existing functionalities such as FD, RD development, Green PIN, e-statement etc. Robotics
Process Automation (RPA)wasalsointroducedtoincrease efficiency and reduce rising manpower costs.

The IT team has unveiled new Big-Data analytics and automation projects for process management and
decision taking in real time. It is expected to boost the Bank's ability to deliver improved customer support
and facilitate the execution of sales and operations activities. For infrastructural enhancement, scalability
and efficiencyincostaspects, it planstolaunch cloud-basedtechnology.

COMPLIANCE

The Indian banking industry has recently witnessed the advent of new set of players with the rollout of
Payments Banks and Small Finance Banks. Small Finance Banks have fared well on various parameters
including achieving their major objective of furthering financial inclusion in the society in last three years
andaredisplayingastrong positive outlook forthe next decade.

Reserve Bank of India has released the final guidelines to set up Small Finance Banks (SFBs) under the 'on
tap'licenceregimetoexpandthebankingservicesthrough hightechnology-low cost operations.

In the initial years of the evolution of SFBs, especially in light of their non-bank legacy, setting up a robust
compliance structure and building a compliance culture at par with new generation Private Sector Banks
would be challenging.Hence, therole of Compliance Departmentintheseearlyyearsiscritical.

COMPLIANCE ARCHITECTURE AT UTKARSH SMALL FINANCE BANK LIMITED:

Compliance is an integral feature of a well-managed business that would create value through enhanced
reputation, investor confidence and lower cost of capital. Being a Bank, the expectations and stringency of
applicability of RBI guidelines are higher. While majority of the regulatory requirements would emanate
from RBl circulars, thereare otherregulatorswhowould have animpactonthe banking business.
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Further, Compliance Department of a bank should act as an important interface between regulators and
regulations on one hand, and business on the other. In this connection, Compliance Department of a bank
communicates any new regulation or guidance issued by the regulator to the relevant departments in the
bank.

To summarise, the role of the Compliance Department is as follows:

1. Facilitatethe developmentand maintenance of Right Compliance culture
2. AdviseonRegulatoryissues

3. Monitoring Compliance Risks

4. Disseminationofguidelines

5. Handlingregulatoryissues

An Independent Compliance Function in Utkarsh SFB strives for best in class Compliance practices to be
followed in the Bank. The Compliance Department of the Bank acts as a focal point for receipt and
dissemination of all statutory, regulatory and internal guidelines and instructions in the matters of
complianceamongall Business departments / Operations units.

Compliance Architecture in Utkarsh SFBL:

MD & CEO

Chief Compliance Officer

Y I !
Head - Regulatory Compliance Head - KYC & AML Head - Legal
v ‘ N
el Regulatory Returns KYC & AML
Management Management
BN RBS and Compliance
Testing Management

Policy, Product and
Process Management

PROCESS FRAMEWORK WITHIN COMPLIANCE DEPARTMENT:

Compliance Department has instituted a process for dissemination of regulatory changes to the various
departments and also for updating policies, informing timely submission of returns to regulatory/ statutory
authorities, correspondence with regulatory authorities and ensure that the requirements of regulatory
changesare effectively met.

Legal

Management

R

Following is the key process framework of Compliance Department:

1. CircularManagement Process

Returns Management Process

Policy Management Process

AMVL/Transaction Monitoring Process

Compliance Risk Assessment Framework (Compliance Testing)
Risk Based Supervision (RBS) Data Management

Legal Management

Y
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HUMAN RESOURCES & TRAINING

As a progressive organisation, the Bank's HR & Training programmes have been centered on hiring the best
talent, retaining them and provide learning and development environment. The Bank takes concerted
efforts to increase the representation of women in the workforce of the Bank. During FY2019-2020, there
has been a net addition of 2,008 employees in the Bank, including 383 female employees. As of March 31,
2020, the Bankhasan 8,800 plus strongemployee base, up from 2,300 when USFBL received the banking
licence.Morethan12% of the Bank's total workforce, i.e.around 1,100 employeesare females.

Employee capacity-building is at the root of the Bank's human resources growth. Numerous workplace
training programmes were implemented including Refresher Trainings, Promotion Trainings, Capacity
Building Certification Programmes, Mandatory Certification Programmes, Soft Skill Programmes, and
Train-The-Trainers. Throughout theyear, more than 4,000 staff were educated undervarious programmes.

Atthe aggregate level, the Bank strives to build and imbibe its unique culture in the employees. To achieve
thisthe Bankadoptedthe followingmantra:

Expand, Nurtureand Retain
Chart Career Progression
Enable Work-Life Balance
Learningand Development
Rewardand Recognition

AUDIT AND INTERNAL CONTROL SYSTEMS

The Bank's Department of Internal Audit has switched to the Risk-Based Internal Audit process since
FY2017-18. The Bank has developed audit checklists based on RBI's Framework for Risk-Based Internal
Audit and internal audits were performed using these checklists in FY2019-20. The Bank has used
“Pentana” integrated end-to-end audit programme software for preparation and execution of internal
audits. The Audit MIS team has been given responsibility for systematically reviewing the audit results and
theirenforcementandreportingvariousauditrelated MISonamonthly basistothe management.

O R WN

Internal audit department has performed different forms of audits viz. from its own staff like comprehensive
branch audit of all branches and central roles, concurrent account audit, centralised retail loan
disbursement and concurrent audit of the Bank's assets and liabilities and outsourced vendor audit. The
Bank has also employed professional firms to perform concurrent Treasury audit, centralised account
opening procedure, properties of branches, audit of information protection, audit of cyber security and
auditof management.

CSR

The Bankcontributed1.0 Crorewhichwashigherthan 2% of its net profits as prescribed under Section 135 of
Companies Act, 2013 towards CSR to Utkarsh Welfare Foundation (UWF). For FY2019-20, the thematic
areas of intervention under CSR had been financial awareness (promoting Education, Gender equality,
thereby empowering women), Health Initiatives (promoting Primary Health), Skill & Vocational training
(empowering women through vocational skills and livelihood enhancement), Learning Enhancement
Programme for primary school children (promoting Quality Education) and Supporting Orphanage &
elderly carecentre.

The Company has also partnered with UWF for taking up the CSR Activities by contributing 40 lakh for
FY2019-20. The thematic areas of intervention for the year has been various health initiatives through
Regular Polyclinics and Health Awareness Programs. These interventions were also carried out under the
Village Development Programs.

Utkarsh remains committed to the social cause, as it further enhances its financial inclusion and
developmentinterventions.
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CAUTIONARY STATEMENT

Statements included in this MD&A describing the Bank's priorities, forecasts, predictions, general market
conditions, expectations, etc., can constitute 'forward-looking statements' within the scope of applicable
legislation. Statements contained in this MD&A describing the Bank's goals, estimates, projections, general
market conditions, aspirations, etc., can constitute ‘forward-looking statements' within the reach of
applicable legislation. Such factors and uncertainties include, but are not limited to, the ability to execute
plansfordevelopmentand expansion, variation between anticipated and actual non-performing advances,
creditlossreserve, technologicalchange,investmentincomeand variousrisk profiles.
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DIRECTORS' REPORT

To
The Members
Utkarsh Corelnvest Limited

DearShareholders

On behalf of the Board of Directors, itisour pleasure to present the 30th Annual Reporton the businessand
operations of Utkarsh Corelnvest Limited (UCL), together with the Audited Financial Statements of the
Companyfortheyearended March 31,2020.

A.FINANCIAL PERFORMANCE

The Company has adopted Ind-AS since April 1, 2018 and accordingly the financials have been prepared in
accordance with Indian Accounting Standard (“Ind-AS"), as notified by the Ministry of Corporate Affairs,
Government of India under the Companies (Indian Accounting Standard) Rules, 2015 as amended from
timetotime.

The Company has recorded the following financial performance (on Standalone basis) for the year ended

March 31,2020: (AmountinZ crore)

' For the Year For the Year i
Particulars ended March | ended March . o
31,2020 31,2019 in %

Total Income 6.21 10.29 (39.7%)
Profit Before Interest, Depreciation & Tax (EBITDA) 2.10 (125.45) 101.7%
Finance Charges - 78.47 (100.0%)
Depreciation 0.07 0.09 (22.2%)
Provision for Income Tax 1.48 2.76 (46.6%)
Profit / (Loss) After Tax 0.55 (206.78) 100.3%
Other Comprehensive Income 0.00 1.40 (100.0%)
Closing Balance 0.55 (205.38) 100.3%

The Company has earned total comprehensive income of X0.55 crore for the year ended March 31, 2020
against the negative total comprehensive income of (3205.38) crore for the previous year.

Further, the Company has recorded the following financial performance (on Consolidated basis) for the
year ended March 31, 2020: (AmountinZ crore)

. For the Year For the Year Ehange
Particulars ended March | ended March .o
31,2020 31,2019 in %

Total Income 1,417.12 976.67 451%
Profit Before Interest, Depreciation & Tax (EBITDA) 914.67 460.95 98.4%
Finance Charges 589.53 460.64 28.0%
Depreciation 48.81 18.56 163.0%
Provision for Income Tax 73.81 70.61 4.5%
Profit / (Loss) After Tax 202.51 (88.85) 327.9%
Other Comprehensive Income 19.86 7.32 171.3%
Total Comprehensive Income 222.37 (81.54) 372.7%
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The Company had earned total comprehensive income of ¥222.37 crore for the year ended March 31,
2020 againstthe negative total comprehensive income of (381.54) crore for the previous year.

B. FINANCIAL DISCLOSURES

Dividend
Your Directors have notrecommended anydividendforthisfinancial yearended FY2020.

Net Worth

The Company's Net-worth as on March 31, 2020 stood at ¥819.48 crore comprising of paid-up equity
capital of ¥97.40 crore and Reserves of ¥722.08 crore (excluding Revaluation Reserve, Investment
Reserve and Intangible Assets) on standalone basis. Whereas, on a Consolidated basis, the Net-worth
stood at31,082.75 crore comprising of paid-up equity capital of ¥97.40 crore, Reserves 0f 3985.12 crore
and non-controlling interest of0.23 crore.

C. CORPORATE GOVERNANCE

The Company’s Philosophy
The Company has a Corporate Governance framework that lays out various requirements of Corporate
Governanceassetoutundervariousregulationsandbest practices.

Constitution of the Board of Directors
The Board of Directors is constituted in accordance with the provisions of the Companies Act, 2013 (CA
2013)andthe Articles of Association (AoA) of the Company.

The Board consists of eminent persons with considerable professional expertise in Audit, Banking,
Compliance, Finance, Risk, Strategy, Technology and other related fields. Their experience and
professional credentials have helped the Company to gain insights for strategy formulation, monitoring
control framework and direction setting for the Company, thus adding value to set a strong foundation
enablingthe overallgrowth objective of the Company.

The Board of the Company comprised of eight (8) Directors consisting of three (3) Independent Directors,
four (4) Nominee Directors and One (1) Managing Director & CEO as on March 31,2020. The term of one of
the Independent Directors of the Company expired on May 19, 2020, being the last date of the second
consecutivetermoftheappointment.

All the Independent Directors have given the declarations that they meet the criteria of independence, as
laid down under Section 149(6) of the Companies Act, 2013. Based on the declaration of independence
provided by them, all the aforesaid three (3) Independent Directors would qualify to be classified as
Independent Directorsunder Section 149 of the Companies Act, 2013.

Committees of the Board of Directors

For effective decision-making, the Board acts through various Committees, which oversee specific
operational or strategic matters falling within the ambit of the specific terms of reference of that
Committee. The Board has constituted four (4) Committees. All the Board Committees have specific
charterand these Committeesmonitoractivitiesfallingwithin theirterms of reference.

Composition of the Committees and attendance of the Directors at the Committee and Board Meetings
held duringthe financialyearunderreview have been given as Annexure -'A'to thisreport.

Board Evaluation and Remuneration Policy

The Independent Directors of the Company carried out an annual performance evaluation of the entire
Board, the Chairperson, the Directors, individually as well as the evaluation of the working of its
Committees.
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The Board has framed a Corporate Governance Policy, which inter alia deals with remuneration structure
andcriteriaforselectionand appointment of Directors.

D.STATUTORY DISCLOSURE

Extract of Annual Returntobe Mandatorily Attached to The Directors’' Report

Asrequired by the provisions of Sections 92(3) and 134(3)(a) of the Companies Act, 2013 read with the rules
framed thereunder, the extract of the annual return of the Company in the Form MGT-9 is attached as
Annexure-"B'tothis Report.

Conservation of Energy and Technology Absorption
The particulars to be disclosed under Section 134(3)(m) of the Companies Act, 2013, relating to
conservationof energyandtechnologyabsorptionare notapplicabletothe Company.

Foreign Exchange Earnings / Outgo
Asthe Companyhasnotcarried outanyactivitiesrelatingtothe exportandimport during the financial year,
therearenoforeignexchange expenseandforeignexchangeincomeduringthefinancialyear.

ChangesinDirectors and Key Managerial Personnel (KMP)
None ofthe Directorsand Key Managerial Personnelhaschanged duringthe FY 2020.

Whistle Blower Policy (Vigil Mechanism / Anti Bribery)

Pursuant to the provisions of Section 177(9) of the Companies Act, 2013 and the guidelines issued by
Reserve Bank of India (RBI) and other applicable laws, the Company has established the Vigil Mechanism,
as partofits Whistle Blower Policy, forthe employeestoreport concernsabout unethical behavior, actual or
suspected fraud or violation of the Company's Code of Conduct. Additionally, the Company places zero
tolerance for any integrity issue. Towards this end, all employee after joining are trained to maintain high
standards of integrity of theirwork area. The Company's Whistle blower Policy, thus enables the employees
toescalateany perceivedintegrityissues. The policy also encourages stakeholders otherthanemployeesto
escalatesuchconcerns.

In the FY2020, no any case of bribery or whistle blower disclosures or any case of corruption have been
reported.

Statutory Auditors

M/s BSR and Associates LLP were appointed (pursuant to the provisions of section 139 and 141 of the
Companies Act, 2013) by the Board of Directors, in their meeting held on May 21, 2015 to be the Statutory
Auditors ofthe Companyforfour(4) years, whichendedin FY2019.

The period of appointment of any firm as the Statutory Auditors of the Company, u/s 139 of Companies Act
is restricted to a maximum of 10 years. BSR & Associates LLP were initially appointed for six (6) years from
FY2010 up to FY2015 and subsequently for four (4) years from FY2016 up to FY2019. Hence, the terms of
appointmentofthe Statutoryof M/s BSRand Associated LLP ended with FY2019.

M/s Haribhakti & Co. LLP, Chartered Accountants (Firm Registration No. 103523W / W100048) were
appointed, pursuant to Section 139 and 141 of the Companies Act, 2013 by the Board of Directors in their
meeting held on June 28, 2019 to be the Statutory Auditors of the Company for five (5) years from the
FY2020 upto FY2024.

Issue of Employee Stock Options

Asa part of the policy of retention of employeesin Utkarsh Group, the company has Board approved ESOP
policy. During FY2020, as per policy, the ESOPs of the Company have also been allotted to the employees
of subsidiary, namely Utkarsh Small Finance Bank Ltd. (USFBL) and Utkarsh Welfare Foundation (UWF).
The employees of the subsidiary and of the respective Company were assessed and recommended by the
Board Committeesandtheoptionsatthe employeelevel were decided by the respective Boards.
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Details of ESOPs offered during the year are as below:

Particulars For the year ended For the year ended
March 31,2020 March 31, 2019
Number of Equity Shares = -
Outstanding at the Beginning of the Year 25,48,234 13,03,904
Granted During the Year 18,36,225 18,06,725
Forfeited During the Year 2,06,874 3,43,132
Exercised During the Year 3,26,101 2,19,263
Outstanding at the End of the Year 38,51,484 25,48,234
Exercisable at the End of the Year 5,26,482 2,119,189

Deposits
The Company is a non-deposit taking company i.e. Non-Banking Financial Company - Non-Deposit -
Systemically Important - Core Investment Company (NBFC-ND-SI-CIC) and thus has not accepted any
depositsduringthe FY2020.

Detail of Top Ten (10) employeesinterms of Remuneration of the Company
Thecompanyhadonlynine (9) employeesduring FY2020, the detailsof whichareasunder:

Total
. . e L Age . . Last
SI. Name Designation DOJ [Qualifications (in years) Experience Remu(r:)ratlon EE aent
Ashwani Kumar MD & CEO Mar19, | PGDRM 38 14 years +| 34,68,240 | USFBL
2019 CAlIB
2. | Harshit Agarwal | Chief Financial | Apr 02, CA 31 8years+| 7,69,983| USFBL
Officer 2018
3. | Neeraj Kumar Company Nov 10, CS 30 byears+ | 4,31,466 s
Tiwari Secretary 2014 B.Com
4. | Priyanka Bisht | Deputy Manager- | Apr 02, MCA 28 7years+| 4,81,787| USFBL
HR and Training 2018
5. | Savitri Tiwari Assistant Manager-Il| Jan O1, M.Com 31 Qyears+| 3,43,247 | USFBL
Accounts 2019
6. | Ruchi Seth Assistant Manager-1 | Nov 04, |  PGDM 27 |15years+| 127158/ . Baia
Secretarial 2019 Consumer
Care Ltd.
Saurabh Jaiswal | Senior Executive - | Apr 15, MBA 32 8years+| 2,44,216 F'lndli_af
Internal Audit 2019 LU
Insurance
8. | Raju Pandey Senior Executive- | Oct 04, | M.Com 28 7years+| 2,22,519| USFBL
Accounts 2018
9. | Vikas Kumar | Senjor Executive- | Sep23, | MCA 32 |10years+| 1,26,197| CMSIT
Singh T 2019 Services
Pvt. Ltd
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OtherStatutory Disclosures:

a. Allrelated party transactions that were entered into FY2020, were at arm's length basis, and were
in the ordinary course of business. There are no materially significant related party transactions
made by the Company with Directors, Key Managerial Personnel or other designated persons
which may have apotential conflictwith theinterest ofthe Companyatlarge;

b. There were no significant / material orders passed by the Regulators / a Court / Tribunal etc.
during FY2020, which would impact the going concern status of the Company and its future
operations;

c. Therearenoadverseobservations /qualificationsinthe Statutory Auditors' Report;
d. Allrecommendationsofthe Audit Committee were approvedbythe Board;

e. Properinternal financial controls were in place, and that the financial controls were adequate and
were operating effectively;

f.  There are no material changes and commitments, affecting the financial position of the Company,
thathaveoccurred betweentheendofthe Financial Yearofthe Companyi.e.March 31,2020.

E. OTHER DISCLOSURES

Codeof Conduct

The Company has adopted a Code of Conduct forallthe Directors and Key Managerial Personnel. Some of
the areas which are covered by the Code of Conduct are fairness of employment practices, protection of
intellectual property, integrity, customer confidentialityand conflict of interest.

Vigilance

Your Companyisresponsible, bothtothe membersandtothe communitiesinwhich the company operates
and aspires to be transparent in all the dealings. The Code of Conduct requires the employees not to be
engaged in integrity related issues. The Code mentions that the Company maintain the highest level of
professional ethics and personal integrity to avoid situations in which an individual's personal interest may
conflictorappeartobeinconflictwith eithertheinterest of the Company.

Secretarial Auditors

Pursuant to the section 204 of Companies Act, 2013 and relevant provisions of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules 2014, the Company has appointed M/s.
S.N. Ananthasubramanian & Co. as the Secretarial Auditors for the FY2020. The Secretarial Auditors have
carried out the audit and the audit report along with their observations are provided as Annexure 'C'to the
report.

Corporate Social Responsibility (CSR)

Your Company has Board approved policy for CSR, which is drawn in line with the existing regulations. The
CSRinitiatives of the Companyisroutedthrough the Subsidiary, i.e. Utkarsh Welfare Foundation (UWF).
Your Company provides at least 2% of its Profit Before Tax (PBT) in line with statutory requirements
(currently 2% of average of last 3 years' profit), every year as part of its CSR initiatives to UWF, for

undertakingvariouswelfare activities. The projects undertakenarein the area of Health Initiative.

Against the allocation of ¥40 lakh to UWF for CSR activities, full amount has been spent on health
initiatives.

The CSR Activitiesare monitored by the CSR Committee of the Board comprisedof followingmembers:
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i. Mr. G. S. Sundararajan, Independent Director
ii. Mr. Aditya Parekh, Nominee Director
iii.  Mr. Ashwani Kumar, Managing Director & CEO

F. Directors’ Responsibility Statement

Inpursuance of Section134(3)(c) of the Companies Act, 2013, your Directors do hereby confirm and declare
that:

a) in the preparation of the annual accounts for financial year ended March 31, 2020, the applicable
accountingstandardshave beenfollowedandthereisnomaterial departuresfromthesame;

b) the Directors had selected such accounting policies and applied them consistently and made
judgments and estimates that are reasonable and prudent so as to give true and fair view of the state of
affairs of the Company at the end of the FY2020 and of the profit or loss of the Company for the
FY2020;

c) theDirectorshadtaken properand sufficient careforthe maintenance of adequate accountingrecords
in accordance with the provisions of the Act for safeguarding the assets of the Company and for
preventinganddetectingfraudandotherirregularities;

d) theDirectorshadpreparedtheannualaccountsonagoingconcernbasisand

e) the Directors had devised proper systems to ensure compliance with the provisions of all applicable
lawsandthatsuch systemswere adequate and operating effectively.

G. Acknowledgment

Acknowledgment

Your Directorswouldlike to express theirsincere appreciation forthe co-operationand assistancereceived
from all stakeholders including shareholders, bankers, regulatory bodies and other business constituents
duringtheyearunderreview.

The Directors of the Company are thankful to its customers for posing their faith in the products and
servicesoffered by Utkarsh Group and theircontinued patronage.

Your Directors also wish to place on record their deep sense of appreciation for the commitment displayed
by all the employees of the company, resulting in the committed performance of the Company and its
subsidiariesduringtheyearofreview.

For and on behalf of the Board of Directors

BRI  -si and Chennai* G. S. Sundararajan* Ashwani Kumar
Chairperson Managing Director & CEO
Date: June 09,2020 DIN - 00361030 DIN - 07030311
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ANNEXURE A’

COMMITTEES OF BOARD OF DIRECTORS
The Board functions either as a full Board or through various Committees which oversee specific
operational orstrategic matters.

The Board has constituted various such Committees of Directors to monitorthe activities falling within their
terms of reference. Composition, date of meetings and name of the members of these Committees as on
March 31,2020 are given below:

Name of The e M?etings For the Date
Sl. Committee Members Held During the of Meetings
FY 2018-19
1. | Audit Committee of | 1.Ms.Ramni Nirula*, (Chairperson) 7 11-Jun-2019
Board (ACB) 2. Mr. Atul 28-Jun-2019
3. Mr. Harjeet Toor 26-Sep-2019
4. Mr. Vishal Mehta 15-Oct-2019
22-Nov-2019
24-Dec-2019
28-Feb-2020
2. | Corporate Social 1.Mr. G.S. Sundararajan(Chairperson) 2 11-Jun-2019
Responsibility (CSR) | 2. Mr. Aditya Parekh 22-Nov-2019
Committee 3. Mr. Ashwani Kumar
3. | Nomination & 1.Mr. G.S. Sundararajan - S
Remuneration 2. Mr. Atul
Committee (NRC) 3. Mr. Gaurav Malhotra
4. Ms. Ramni Nirula*
4. | Share Allotment 1. Mr. Aditya Parekh 3 15-Jul-2019
Committee (SAC) 2.Mr. Harjeet Toor 26-Sep-2019
3. Mr. Ashwani Kumar 28-Feb-2020

*The term of appointment expired on May 19, 2020, being the last date of her second consecutive term.

Board Meetings

The Board of Directors of the Company met eight (8) times during FY2020. The maximum gap between any
two (2) Board meetings was not more than one hundred and twenty (120) days at any point of time. The
detailsofthe Meetingsconductedareasunder:

Members Directorship Date of Meeting | No. of Meetings
Mr. G.S.Sundararajan | Chairperson, Independent Director 11-Jun-2019 8
Mr. Atul Independent Director 28-Jun-2019 8
Ms. Ramni Nirula* Independent Director 29-Aug-2019 8
Mr. Aditya Parekh Nominee Director 26-Sep-2019 8
Mr. Gaurav Malhotra Nominee Director 15-Oct-2019 8
Mr. Harjeet Toor Nominee Director 22-Nov-2019 8
Mr. Vishal Mehta Nominee Director 24-Dec-2019 8
Mr. Ashwani Kumar Nominee Director 28-Feb-2020 8

*The term of appointment expired on May 19, 2020, being the last date of her second consecutive term.
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Attendance of the Board of Directors

The details of the attendance of Directors at the Board Meetings, Committee Meetings and Annual
General Meeting held during FY2020 along with the number of other Directorships and Committee
membership chairmanship(s) held by them, is given below:

B A C N S
S| Nameof DIN Category | O | C|S|R|A _No.of
Director D* | B* | R* | C* | C* Directorship
Number of meetings held during the FY2020 8 7 2 = 3 | Public | Private
Chairperson,
T 00361030 | Independent | 8 | - | 2 | - | - 6 2
Sundararajan :
Director
2| Mr. Atul 07711079 | Independent | g | 71 L)L 1 -
Director
3. M.s. RaAmnl 00015330 In.dependent 5 6 B B B v 5
Nirula Director
4. Mr. Aditya Nominee B _
Parekh Q2R ket Director . 1 ) < Y
5. Mr. Gaurav Nominee
Malhotra Q= R0, Director 4 B B B B 2 2
6. Mr. Harjeet 02678666 Npmmee 6 7 B _ 3 5 1
Toor Director
7. Mr. Vishal Nominee
Mehta OOz L] Director < < B B B 2 S
8. Mr. Ashwani 0703031 MD & CEO 8 - 2 - 3 1 1
Kumar

*BOD : Board of Directors Meetings

*ACB : Audit Committee of Board Meetings

*CSR : Corporate Social Responsibility Committee Meetings
*NRC : Nomination & Remuneration Committee Meetings
*SAC : Share Allotment Committee Meetings

" The term of appointment expired on May 19, 2020, being the last date of her second consecutive term.
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ANNEXURE 'B’

Form No. MGT-9
EXTRACT OF ANNUAL RETURN
(As on the financial year ended on March 31, 2020)

[Pursuant to section 92(3) of the Companies Act, 2013 and
rule 12(1) of the Companies (Management and Administration) Rules, 2014]

I. REGISTRATION AND OTHER DETAILS:

CIN - U65191UP1990PLC045609
Registration Date - 15.05.1990
Name of the Company - Utkarsh Corelnvest Ltd. (erstwhile Utkarsh Micro Finance Ltd.)
Category / Sub-Category of the Company - Public Limited Company
Address of the registered office and contact details;
S-24/1-2, Fourth Floor Mahavir Nagar, Orderly Bazar, Near Mahavir Mandir Varanasi - 221002,
Uttar Pradesh, India.
Mob: +917518903414
Whether listed company - No
Name, Address and Contact details of Registrar and Transfer Agent, if any
M/s.NSDL Database Management Limited (NDML)
Unit: Utkarsh Corelnvest Limited
4th Floor,“A”Wing, Trade World
Kamala Mills Compound, Lower Parel,
Mumlbai-400013, Maharashtra, India
Tel: +91-22-2499 4200

Il. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY

Sl.

o . . °
Name & Descrlptlon'of Main Business Activity Code List % to total turnover
Products / Services of the company

1

Other Financial Services K8 100

l1l. PARTICULARS OF HOLDING COMPANIES

Sl. | Name & Address of the Company CIN Subsidiary % olf-ISe:\:res
1 | Utkarsh Small Finance Bank Limited | U65992UP2016PLC082804 | Subsidiary 100%
2
Utkarsh Welfare Foundation U74900UP2010NPLO41674 | Subsidiary 78.49%

IV.SHARE HOLDING PATTERN (Equity Share Capital Breakup as percentage of Total Equity)

Sl. Shareholder Name / Category Foreign / Resident | No. of Shares %

1 CDC Group PLC Foreign 1,37,26,978 14.09%
2 | RBLBank Limited Resident 97,02,950 9.96%
3 | NMI(NMI Frontier fund KS) Foreign 77,02,602 7.91%
4 | Faering Capital India Evolving Fund I Resident 76,60,082 7.86%
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Sl. Shareholder Name / Category Foreign / Resident | No. of Shares %
5 Retail Shareholders Resident 70,79,169 7.27%
6 Hero Enterprise Partner Ventures Resident 48,45,496 4.97%
7 responsAbility Participations Mauritius Foreign 48,45,495 4.97%
8 Shriram Life Insurance Company Limited Resident 48,25,531 4.95%
9 SIDBI Resident 42,52,134 4.37%
10 | ICICI Prudential Life Insurance Limited Resident 41,50,995 426%
1 Aavishkaar Goodwell India Microfinance Foreign 40,07,723 411%
Development Company Il Ltd
12 | Jhelum Investment FUND | Resident 32,00,531 3.29%
13 | HDFC Life Insurance Company Limited Resident 31,13,246 3.20%
14 | Raag Family Private Trust Resident 29,84,998 3.06%
15 | Sarva Capital LLC Foreign 29,67,865 3.05%
16 | International Finance Corporation Foreign 27,86,969 2.86%
17 | Sustainability - Finance - Real Economies Foreign 21,98,828 2.26%
SICAV -SIF
18 | Faering Capital India Evolving Fund IlI Resident 20,42,868 2.10%
19 | Lok Capital Growth Fund Resident 18,77,511 1.93%
20 | Aavishkaar Bharat Fund Resident 15,76,923 1.62%
21 | HDFC Ergo General Insurance Company Ltd. Resident 10,37,748 1.07%
22 | HDFC Ltd. Resident 4,31,589 0.44%
23 | Utkarsh ESOP Welfare Trust Resident 3,72,599 0.38%
24 | Aavishkaar Venture Management Resident 7,476 0.01%
Service Private Limited
25 | Mr. Govind Singh Resident 500 0.001%
« Shareholding Pattern of top ten Shareholders
(other than Directors, Promoters and Holders of GDRs and ADRs)
SI. Shareholder Name / Category Foreign / Resident | No. of Shares %
1 CDC Group PLC Foreign 1,37,26,978 14.09%
2 RBL Bank Limited Resident 97,02,950 9.96%
3 NMI (NMI Frontier fund KS) Foreign 77,02,602 7.91%
4 Faering Capital India Evolving Fund Il Resident 76,60,082 7.86%
5 Hero Enterprise Partner Ventures Resident 48,45,496 4.97%
6 responsAbility Participations Mauritius Foreign 48,45,495 4.97%
7 Shriram Life Insurance Company Limited Resident 48,25,531 4.95%
8 | SIDBI Resident 42,52,134 4.37%
9 ICICI Prudential Life Insurance Limited Resident 41,50,995 426%
10 | Aavishkaar Goodwell India Microfinance Foreign 40,07,723 411%

Development Company Il Ltd
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V. INDEBTEDNESS

Indebtedness of the Company including interest outstanding / accrued but not due for payment:

Secured Loans
Particulars Excluding
Deposits

Total
Indebtedness

Unsecured

Deposits
Loans P

Indebtedness at the beginning of the Financial Year

i. Principal Amount - - - -

ii. Interest due but not paid S S S =
jii. Interest accrued but not due = = S =
Total (i+ii+iii) - = - -

Change in Indebtedness during the Financial Year
i. Addition S S - -
ii. Reduction S S - -
Net Change Total (i+ii) - - - -
Indebtedness at the end of the Financial Year

i. Principal Amount = = = S
ii. Interest due but not paid S = = S
iii. Interest accrued but not due S s S S
Total (i+ii+iii) S S S S

Vi. REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

A. Remuneration to Managing Director:

NEHOE b Total Amount

Mr. Ashwani Kumar (in¥)

Particulars of Remuneration

Gross Salary:

a. Salary as per provisions contained in section 17(1) of the 34,68,240 34.68,240
Income-tax Act, 1961

b. Value of perquisites u/s 17(2) Income-tax Act,1961

c. Profitsin lieu of salary under section 17(3) Income- tax
Act, 1961

Stock Option (Units) 14,450 =

Sweat Equity - i

Commission
as % of profit - .
Others, specify - .

Others, please specify - I
Total (A) - i

Ceiling as per the Act
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B. Remuneration to other Directors:

Particulars of
Remuneration

Name of Directors

Mr. G. S. Sundararajan

Mr. Atul

Ms. Ramni Nirula

Total

Amountin?

Independent Directors

e Feeforattending Board /
Committee Meetings

» Commission

» Others, please specify

e Non-Executive Part Time
Chairman Remuneration

3,60,000.00

4,60,000.00

3,00,000.00

11,20,000.00

Total (1)

3,60,000.00

4,60,000.00

3,00,000.00

11,20,000.00

Other Non-Executive

Directors

e Fee forattending Board/
Committee meetings

« Commission

e Others, please specify

Total (2)

Gross Total=(1+2)

3,60,000.00

4,60,000.00

3,00,000.00

11,20,000.00

Total Managerial Remuneration

Overall Ceiling as per the Act

C. Remuneration to Key Managerial Personnel other than MD:

Particulars of Remuneration

Key Managerial Personnel

CEO

Company
Secretary

CFO

Total

Gross Salary

a. Salary as per provisions contained in
section 17(1) of the Income-tax

Act, 1961

b. Value of perquisites u/s 17(2) Income

-tax Act, 1961

c. Profitsinlieu of salary under section

17(3) Income- tax Act, 1961

34,68,240

4,31,466

7,69,983

46,69,689

Stock Option (Units)

14,450 -

4,662

19,112

Sweat Equity

Commission
as % of profit
Others, specify

Others, please specify

Total (A)

Place: Varanasi
Date: June 09,2020

UCL

VI. PENALTIES / PUNISHMENT/ COMPOUNDING OF OFFENCES: NIL
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SECRETARIAL AUDIT REPORT: Form No. - MR-3

FORTHE FINANCIAL YEAR ENDED 31ST MARCH, 2020

[Pursuant to Section 204(1) of the Companies Act, 2013 and Rule No. 9 of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014]

To,

The Members,

Utkarsh Coreinvest Limited,

CIN: U65191UP1990PLC045609

S-24 /1-2, 4th Floor, Mahavir Nagar, Orderly bazar,
New Mahavir Mandir, Varanasi, Uttar Pradesh,
India - 221002.

We have conducted Secretarial Audit of compliance with the applicable statutory provisions and
adherencetogood corporate practices by Utkarsh Coreinvest Limited (hereinafter called 'the Company’)
forthe Financial Yearended 31st March, 2020. Secretarial Audit was conductedinamannerthat provided
us a reasonable basis for evaluating the corporate conducts / statutory compliances and expressing our
opinionthereon.

Based on our verification of the Company's books and papers, minute books, forms and returns filed and
otherrecords maintained by the Company and also the information provided by the Company, its officers,
agentsandauthorizedrepresentatives during the conduct of Secretarial Audit, we hereby report thatin our
opinion, the Company has, during the audit period covering the Financial Year ended 31st March, 2020
complied with statutory provisions listed hereunder and also, that the Company has proper Board-
processes and compliance-mechanism in place to the extent, in the manner and subject to the reporting
made hereinafter:

We have examined the books and papers, minute books, forms and returns filed and other records
maintained by the Companyforthe Financial Yearended 31st March, 2020 accordingto the provisions of:

(i) TheCompaniesAct,2013('the Act')andtherules madethereunder;

(i) The Securities Contracts (Regulation) Act, 1956 ('SCRA') and the rules made thereunder [Not
applicableasthesecuritiesofthe Companyare notlisted onany Stock Exchange];

(iii) TheDepositories Act,1996and the Regulationsand Bye-lawsframedthereunder;

(iv) Foreign Exchange Management Act, 1999 and the rules and regulations made thereunder to the
extent of Foreign Direct Investment, Overseas Direct Investment and External Commercial
Borrowings; [Not applicable to the extent of Overseas Direct Investment and External Commercial
Borrowings];

(v) The following Regulations and Guidelines prescribed under the Securities and Exchange Board of
India Act, 1992 ('SEBI Act’): [Not applicable as the securities of the Company are not listed on any
ofthe Stock Exchange];

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

b) TheSecuritiesand Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015;
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c) The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations,2018;

d) TheSecuritiesand Exchange Board of India (Share Based Employee Benefits) Regulations, 2014;

e) The Securities and Exchange Board of India (Issue and Listing of Debt Securities) Regulations,
2008;

f)  The Securities and Exchange Board of India (Registrars to an Issue and Share Transfer Agents)
Regulations, 1993 regardingthe Companies Actand dealingwith client;

g) TheSecuritiesand Exchange Board of India (Delisting of Equity Shares) Regulations, 2009;

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

i)  TheSecuritiesand Exchange Board of India (Buyback of Securities) Regulations, 2018;

(vi) The management has identified and confirmed the following laws as being specifically applicable to
the Company:

1. Reserve BankofIndiaAct,1934and guidelinesmade thereunder;
2. MasterDirection-Corelnvestment Companies (Reserve Bank) Directions, 2016;

3. Master circulars, directions, guidelines issued to Core Investment Companies by the Reserve
BankofIndiafromtimetotime;and

4. Non-Banking Financial Company - Systemically Important Non-Deposit taking Company and
Deposittaking Company (Reserve Bank) Directions 2016 and Modifications thereof.

We have also examined compliance with the applicable clauses/regulations of the following:

(i) Secretarial StandardswithrespecttoMeetings of Board of Directors (SS-1) and General Meetings
(SS-2)issued by The Institute of Company Secretaries of India;

(i) Listing Agreemententeredintowith the Stock Exchanges.[Notapplicable asthe securities of the
CompanyarenotlistedonanyStock Exchange];

During the period under review, the Company has complied with provisions of the Act, Rules, applicable
Regulations, Guidelines, Standards etc. mentioned above except-.

i)  The constitution of Audit Committee of the Board as the majority of the Directors are not
Independentasrequired under Section177(2) of the Act;

ii)  Theconstitution of the Nomination and Remuneration Committee as the Chairman of the Board
isalsothe Chairman ofthe Committee whichisnotas perfirst provisoto Section178 of the Act;

We report that:

* The Board of Directors of the Company is duly constituted with proper balance of Executive Directors,
Non-Executive Directors, and Independent Directors including Woman Director. There were no
changesinthe composition of Board of Directorsthattook place duringtheyearunderreview;

* Adequate notice is given to all Directors to schedule Board Meetings; agenda and detailed notes on
agenda were sent at least seven daysin advance before the meeting except where consent of directors
was received for receiving notice of meetings, circulation of the Agenda and notes on Agenda at a
shorter notice, and a system exists for seeking and obtaining further information and clarifications on
theagendaitemsbefore the meetingandformeaningful participationatthe meeting;

* Asrecordedinthe minutes,allthe decisions of the Board and Committees thereof were carried through
with requisite majority.
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We furtherreport that based on the representation made by the Company and on the basis of the internal
Compliance Certificate(s) taken on record by the Board of Directors at their meeting(s), we are of the
opinion that the management has adequate systems and processes commensurate with its size and
operations,tomonitorandensure compliance with allapplicable laws, rules, regulationsand guidelines.

* as informed, the Company has responded appropriately to notices received from various
statutory/regulatory authorities including, payment of penalties/compounding fees, initiating actions
forcorrective measures, whereverfoundnecessary

We furtherreportthat during thereview period, following majoraction havingabearingonthe Company's
affairs in pursuance of the above referred laws, rules, regulations, guidelines, standards, etc. above have
takenplace:-

e Alteration of Object Clause of MOA and AOA -

1) The Company has vide Special Resolution(s) passed at the Extraordinary General Meeting held on
09th May, 2019 approved theamendmentto;

a) Article 9 of the Articles of Association of the Company, authorizing transfer of upto 3,00,000
(Three Lakh Equity Shares) and/or Share Equivalents held by the Sponsors without restrictions as
contained Article 16 and Article 17 thereof and to include 'Liquidity Transfer Shares' in the
calculatingthethreshold of “the Sponsor Lock-in Shares”.

b) Article 19(Il) of the Articles of Association of the Company, “Buyback/ Put Right' of the Investor
Superior majority was replaced by “Third Party Sale”, providing the Investors to exit, by way of
undertaking a transaction that enables the Investors to fully dispose of the Investor Securities to
anythirdpartyinaccordancewiththetermsthereofandthe Applicable Law.

c) Object Clauses B (1), B (3) and B (7) of the Memorandum of Association of the Company,
prohibiting the Company from contributing to the capital of any Partnership Firm, or become the
member of such firm, in compliance with the provisions of the Master Direction - Core Investment
Companies (Reserve Bank) Directions, 2016 (“Directions”).

2) The Company has vide a Special Resolution(s) at the Extra Ordinary General Meeting held on 24th
September, 2019 approvedtheamendmentto

a) objects clause B (The objects incidental to the attainment of above main objects) of the
Memorandum of Association of the Company, by the insertion of a new Object Clause 12 afterthe
existing Clause 11, enabling the Company to enter into the Composite Scheme of Arrangement
with Utkarsh Small Finance Bank Limited (its subsidiary) anditsshareholders.

3) The Company has vide a Special Resolution(s) at the Extra Ordinary General Meeting held on 20th
January2020 approvedtheamendmentto

a) Article 13 of the Articles of Association of the Company allowing extension of time of 3 (three
years)totheexistingperiod of 3 (threeyears) eithertothe Companyorthe Utkarsh Small Finance
Bank Limited to issue and allot up to 3% of the paid up share capital of the Company on a fully
diluted basis as on the effective date to Mr. Govind Singh or a Trust set up by Mr. Govind Singh by
way of issue of equity shares / share equivalents / other securities, in such mode or manneras may
be permitted underapplicablelaw.

4) The Company has approved the Composite Scheme of Arrangement between the Company and
Utkarsh Small Finance Bank Limited, which inter alia provides for issuance and allotment of
7.798659471 fully paid equity shares of face value of Rs 5/- each of the Bank to the Members of the
Company forevery fully paid up equity share Rs 10/- held by them as on the Record Date to be fixed by
the Board of the Utkarsh Small Finance Bank Limited. The Company is in the process of obtaining
necessaryregulatoryapprovalstogive effecttothe Scheme.
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‘This Reportis to be read with our letter of even date which is annexed as Annexure A and forms an integral
partofthisreport.

ForS.N. ANANTHASUBRAMANIAN & Co.
Company Secretaries

ICSI Unique Code: P1991IMH040400

Peer Review Cert. No.: 606/2019

Ashwini Vartak

Partner

ACS: 29643 | COP No.:16723

Date: 3rd June, 2020 ICSIUDIN : AO029463B000314286
Place: Thane
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Annexure A

The Members,

Utkarsh Coreinvest Limited,

CIN: U65191UP1990PLC045609

S-24 /1-2, 4th Floor, Mahavir Nagar, Orderly bazar,
New Mahavir Mandir, Varanasi, Uttar Pradesh,
India - 221002.

Our Secretarial Audit Report for the financial year ended 31st March, 2020 of even date is to be read along
with thisletter.

Management's Responsibility:

1. ltisthe responsibility of management of the Company to maintain secretarial records, devise proper
systems to ensure compliance with the provisions of all applicable laws and regulations and to ensure
thatthe systemsareadequateand operate effectively.

Auditor's Responsibility:

Our responsibility is to express an opinion on these secretarial records, standards and procedures
followed by the Companywithrespecttosecretarialcompliances.

3. We believe that audit evidence and information obtained from the Company's management is
adequateandappropriateforusto provide abasisforouropinion.

4. Wherever required, we have obtained the management's representation about the compliance of
laws, rulesandregulationsand happening of eventsetc.

Disclaimer:

The Secretarial Audit Report is neither an assurance as to future viability of the Company nor of the
efficacy oreffectivenesswith whichthe management has conducted affairs of the Company.

6.  Wehave not verified the correctness and appropriateness of financial records and Books of Accounts
ofthe Company.

ForS. N. ANANTHASUBRAMANIAN & Co.
Company Secretaries
ICSI Unique Code: P1991MH040400

Ashwini Vartak

Partner

ACS: 29463 | COP No.: 16723

Place: Thane Peer Review Cert. No.: 606/2019
Date: 3rd June, 2020 ICSIUDIN: A029463B000314286
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INDEPENDENT AUDITOR'S REPORT

To the Members of
Utkarsh Coreinvest Limited
(formerly known as Utkarsh Micro Finance Limited)

Report on the Audit of the Standalone Ind AS Financial Statements

Opinion

We have audited the accompanying standalone Ind AS financial statements of Utkarsh Coreinvest Limited
(“the Company”), which comprise the Balance Sheet as at March 31,2020, the Statement of Profitand Loss
(including Other Comprehensive Income), the Statement of Changesin Equity and the Statement of Cash
Flowsfortheyearthenended,and notestothestandaloneInd ASfinancial statementsincludingasummary
of significantaccounting policies and other explanatory information (hereinafter referred to as “standalone
Ind ASfinancial statements”).

Inouropinionandtothe best of ourinformationandaccordingtothe explanations giventous, the aforesaid
standalone Ind AS financial statements give the information required by the Companies Act, 2013 (“the
Act”) in the manner so required and give a true and fair view in conformity with the accounting principles
generallyacceptedin Indiaincluding the Indian Accounting Standards (“Ind AS”) prescribed under section
133 of the Act, of the state of affairs of the Company as at March 31, 2020, its profit (including other
comprehensiveincome), changesinequity andits cashflowsforthe yearended onthatdate.

Basisfor Opinion

We conducted ourauditinaccordance with Standards on Auditing (SAs) specified under section 143(10) of
the Act. Our responsibilities under those Standards are further described in the Auditor’s Responsibilities
forthe Audit of the Standalone Ind AS Financial Statements section of our report. We are independent of
the Company in accordance with the Code of Ethics issued by the Institute of Chartered Accountants of
India (“ICAI") togetherwith the ethical requirements that are relevant to our audit of the standalone Ind AS
financial statements under the provisions of the Act and Rules thereunder, and we have fulfilled 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 on the
standalone Ind ASfinancial statements.

Otherinformation

The Company’s Board of Directors is responsible for the other information. The other information
comprisestheinformationincludedinthe Directors’ Reportand Management Discussion and Analysis and
other elements forming part of the Annual Report but does not include the standalone Ind AS financial
statements, consolidated Ind AS financial statements and our auditor’s report thereon. The other
informationisexpectedtobe madeavailabletousafterthe date of thisreport.

Our opinion on the standalone Ind AS financial statements does not cover the other information
accordingly, we do not express any form of assurance conclusion thereon. In connection with our audit of
the standalone Ind AS 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 standalone Ind AS financial statements or our knowledge obtained in the audit or
otherwise appearstobe materially misstated.

When we read the other information, if we conclude that there is a material misstatement therein, we are
requiredtocommunicate the mattertothose chargedwith governance.
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Responsibilities of Management and Those Charged with Governance for the Standalone

Ind AS Financial Statements

The Company's Board of Directors is responsible for the matters stated in section 134(5) of the Act with
respect to the preparation of these standalone Ind AS financial statements that give a true and fair view of
the financial position, financial performance (including other comprehensive income), changes in equity
and cash flows of the Company in accordance with the accounting principles generally accepted in India,
including Ind AS prescribed under section 133 of the Act, read with the Companies (Indian Accounting
Standards) Rules, 2015, asamended. This responsibility also includes maintenance of adequate accounting
records in accordance with the provisions of the Act for safeguarding of the assets of the Company 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 standalone Ind AS financial statements that give a true and fair view and are free from
material misstatement, whetherduetofraudorerror.

In preparing the standalone Ind AS financial statements, management is responsible for assessing the
Company'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 Company ortocease operations,orhasnorealisticalternative buttodoso.

Those Board of Directorsare alsoresponsible foroverseeingthe Company's financial reporting process.

Auditor’'s Responsibilities for the Audit of the Standalone Ind AS Financial Statements

Our objectives are to obtain reasonable assurance about whether the standalone Ind AS 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
guaranteethatanauditconductedinaccordance with SAswillalways detecta material misstatementwhen
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of this standalone Ind AS financial statements. As part of an audit in accordance with SAs, we exercise
professionaljudgmentand maintain professional skepticismthroughoutthe audit. Wealso:

« Identify and assess the risks of material misstatement of the standalone Ind AS financial statements,
whetherdue tofraud orerror, design and perform audit procedures responsive to thoserisks, 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 control.

« Obtainanunderstandingofinternal controlrelevanttotheauditin orderto designaudit proceduresthat
are appropriate in the circumstances. Under section 143(3)(i) of the Act, we are also responsible for
expressing ouropinion on whetherthe Company hasadequate internal financial controls with reference
tofinancial statementsin placeandthe operating effectiveness of such controls.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimatesandrelated disclosures made by management.
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» 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 Company's ability to continue asa 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 standalone Ind AS financial statements or, if such disclosures are
inadequate, to modify our opinion. Our 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 Company to cease to
continueasagoingconcern.

+ Evaluate the overall presentation, structure and content of the standalone Ind AS financial statements,
including the disclosures, and whether the standalone Ind AS financial statements represent the
underlyingtransactionsandeventsinamannerthatachievesfairpresentation.

We communicate with those charged with governanceregarding,among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
controlthatweidentify duringouraudit.

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.

The audit of standalone Ind AS financial statements for the year ended March 31,2019, was carried out and
reported by another firm of Chartered Accountants, vide theirunmodified audit report dated June 28 2019,
whose report has been furnished to us by the management and which has been relied upon by us for the
purpose of ourauditof the standalone Ind AS financial statements.

Ouropinionisnot modifiedinrespect of this matter.

Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor's Report) Order, 2016 ("the Order") issued by the Central
Government of India in terms of section 143(11) of the Act, we give in "Annexure 1", a statement on the
mattersspecifiedin paragraphs 3and 4 ofthe Order, totheextentapplicable.

2. Asrequired by section 143(3) of the Act, we report that:

a. We have sought and obtained all the information and explanations which to the best of our
knowledge and beliefwere necessaryforthe purposesofouraudit;

b. Inouropinion, proper books of account as required by law have been kept by the Company so far
asitappearsfromourexamination of those books;

c. The Balance Sheet, the Statement of Profit and Loss (including Other Comprehensive Income),
the Statement of Changesin Equity and the Statement of Cash Flows dealt with by thisreportare
inagreementwith the booksofaccount;

d. In our opinion, the aforesaid standalone Ind AS financial statements comply with the Ind AS
prescribed under section 133 of the Act read with the Companies (Indian Accounting Standards)
Rules,2015,asamended;
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e. Onthebasisof 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 beingappointedasadirectorintermsofsection164(2) of the Act;

f.  With respect to the adequacy of the internal financial controls with reference to financial
statements of the Company and the operating effectiveness of such controls, refer to our
separatereportin"Annexure2";

g. With respect to the other matter to be included in the Auditor's Report in accordance with the
requirementsofsection197(16) of the Act:

Inouropinionandtothe best of ourinformationandaccordingtothe explanationsgiventous, the
remuneration paid/ provided by the Companytoitsdirectorsduringtheyearisinaccordancewith
the provisions of section197 of the Act;

h. Withrespecttotheothermatterstobeincludedinthe Auditor's Reportinaccordancewith Rule11
of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
informationandaccordingtotheexplanationsgiventous:

(i) The Company has disclosed the impact of pending litigations on its financial position in its
standalone Ind AS financial statements - Refer Note 24 and 25 to the standalone Ind AS
financial statements;

(i) The Company did not have any long-term contracts including derivative contracts for
whichthere wereany materialforeseeablelosses;

(iii) There were no amounts which were required to be transferred to the Investor Education
and Protection Fund by the Company.

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

Purushottam Nyati

Partner
Place : Mumbai Membership No. 118970
Date:June 9,2020 UDIN: 20118970AAAACQ6879
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ANNEXURE1TO THE INDEPENDENT AUDITOR'S REPORT

[Referred to in paragraph 1 under ‘Report on Other Legal and Regulatory Requirements’ in the
Independent Auditor’s Report of even date tothe members of Utkarsh Corinvest Limited onthe standalone
financial statementsfortheyearended March 31,2020

Basedontheaudit procedures performedforthe purpose of reportingatrue andfairview onthe standalone
financial statements of the Company and taking into consideration the information and explanations given
to us and the books of account and other records examined by us in the normal course of audit, we report
that:

(i) (a) The Company has maintained proper records showing full particulars, including
quantitative detailsandsituation of fixed assets.

(b) The Company has a program of physical verification of fixed assets to cover all the itemsin a
phased manner over a period of 1year, which, in our opinion, is reasonable having regard to
the size of the Company and the nature of its assets. Pursuant to the program, fixed assets
were physically verified by the management during the year and no material discrepancies
were noticed onsuch verification.

(c) The Companydoesnotownanyimmovable properties. Hence, the provision of Clause 3(i)(c)
ofthesaid orderisnotapplicabletothe Company.

(i) The Company is a Non-Banking Finance Company. Accordingly, it does not hold any physical
inventory. Hence, the provisions of Clause3 (ii) of the said Order are not applicable to the
company.

(iii) The Company has not granted any loans, secured or unsecured to companies, firms, Limited
Liability Partnerships or other parties covered in the register maintained under section 189 of the
Act. Accordingly, clause3(iii) of the Orderisnotapplicable tothe Company.

(iv) The Company hasnotgranted anyloans, madeinvestment or provided guarantees under section
185 of the Act and has complied with the provisions of Section 186(1) of the Act. The Company
being a NBFC, nothing contained in Section 186 is applicable, except subsection (1) of that
section.

(v) Inouropinion,the Company has notaccepted any deposits from the public within the provisions
of sections 73 to 76 of the Act and the rules framed there under. Accordingly, the provisions of
clause 3(v) of the Orderare notapplicable.

(vi) The Central Government has not prescribed themaintenance of cost recordsfor any of the
products of the Companyunder sub-section (1) of section 148of the Act and the rules framed
thereunder.

(vii)

(a) The Company is regular in depositing with appropriate authorities, undisputed statutory
dues including provident fund, income tax, goods and servicestax(GST), cess and any other
material statutory dues applicable to itand no undisputed amounts payable in respect of
provident fund, income tax, GST, cess and any other material statutory dues applicable toit,
were outstanding, at the year end, for a period of more than six months from the date they
became payable.As explained to us, the company did not have any dues on account of
Employee's State Insurance, Duty ofcustomsand duty of Excise.

(b) There are no dues with respect to income tax, sales tax, service tax, value added tax,
GSTwhich have not been deposited onaccountofanydispute.
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(viii) Duringtheyear,the Company hasnottakenanyloansorborrowings fromanyfinancialinstitution,
bankorgovernmentnorhasitissued any debentures. Accordingly, clause3(viii) of the Orderis not
applicabletothe Company.

(ix) The Company has not raised any moneys by way of initial public offer, further public offer
(includingdebtinstruments) ortermloansduringtheyear. Accordingly, clause3(ix) of the Orderis
notapplicabletothe Company.

(x) During the course of our examination of the books and records of the Company, carried out in
accordance with the generally accepted auditing practices in India, and according to the
information and explanations given to us, we have neither come across any instance of fraud by
the Company or any fraud on the Company by its officers or employees, noticed or reported
during the year, nor have we been informed of any such instance by the management.

(xi) Managerial remuneration has been paid / provided in accordance with the requisite approvals
mandated by the provisionsof section197read with Schedule Vtothe Act.

(xii) In our opinion, the Company is not a Nidhi Company. Therefore, clause3(xii) of the Order is not
applicabletothe Company.

(xiii) All transactions entered into by the Company with the related parties are in compliance with
sections 177 and 188 of Act, where applicable, and the details have been disclosed in the
standalonefinancial statementsasrequired by theapplicable Indianaccounting standards.

(xiv) The Company has not made any preferential allotment or private placement of shares or fully or
partly convertible debentures during the year. Therefore, clause3(xiv) of the Order is not
applicabletothe Company.

(xv) The Company has not entered into any non-cash transactions with directors or persons
connected with them during the year and hence provisions of section 192 of the Act are not
applicable.

(xvi) The Company is required to be registered under section 45-1A of the Reserve Bank of India Act,
1934 andtheregistration hasbeenobtained by the Company.

For Haribhakti & Co. LLP
Chartered Accountants
ICAI Firm Registration Number:.103523W / W100048

Purushottam Nyati

Partner
Place : Mumbai Membership No. 118970
Date:June 9,2020 UDIN: 20118970AAAACQ6879
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ANNEXURE 2 TO THE INDEPENDENT AUDITOR’S REPORT

[Referred to in paragraph 2(f) under 'Report on Other Legal and Regulatory Requirements' section in our
Independent Auditor's Report of even date to the members of Utkarsh Coreinvest Limited on the
standalone Ind ASfinancial statementsfortheyearended 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 theinternalfinancial controlswith reference to financial statements of Utkarsh Coreinvest
Limited ("the Company") as of March 31, 2020 in conjunction with our audit of the standalone Ind AS
financialstatementsof the Companyfortheyearended onthatdate.

Management’s Responsibility for Internal Financial Controls

The Company'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 Company
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 Company's policies, the safeguarding of its assets, the
prevention and detection of frauds and errors, the accuracy and completeness of the accounting records,
andthetimely preparation of reliable financialinformation, asrequired underthe Act.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls with reference to
financial statements based on our audit. We conducted our audit in accordance with the Guidance Note
andthe Standards on Auditing specified undersection143(10) of the Act to the extent applicabletoan audit
of internal financial controls, bothissued 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 andif such controls operated effectivelyinall material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controlswithreferencetofinancial statementsand theiroperating 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
controlsbased onthe assessedrisk. The proceduresselected depend ontheauditor'sjudgement, 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
auditopiniononthe Company'sinternalfinancial controls with reference to financial statements.
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Meaning of Internal Financial Controls with reference to Financial Statements

A company's internal financial control with reference to financial statements is a process designed to
providereasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A
company'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
reflectthetransactionsanddispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the company are being
made onlyinaccordance with authorisations of managementand directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorised acquisition, use, or
disposition ofthe company'sassets that could have a material effect onthe financial statements.

Inherent Limitations of Internal Financial Controls with reference to Financial Statements

Because of the inherent limitations of internal financial controls with reference to financial statements,
including the possibility of collusion orimproper 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
changesinconditions, orthatthe degree of compliance with the policies or procedures may deteriorate.

Inouropinion, the Company has, inallmaterial respects, adequateinternal 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 Company considering the essential components of internal controls
statedinthe Guidance Noteissued by the ICAL.

For Haribhakti & Co. LLP
Chartered Accountants
ICAI Firm Registration Number:.103523W / W100048

Purushottam Nyati

Partner
Place : Mumbai Membership No. 118970
Date:June 92,2020 UDIN: 20118970AAAACQ6879
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)
Standalone Balance Sheet as at 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

Notes As at As at
31 March 2020 31 March 2019
Assets
Financial assets
Cash and cash equivalents 3 15.35 677.89
Bank balance other than above 3 229.16 95.19
Investments 4 - 0.22
Other financial assets 5 7.10 21.65
Non-financial assets
Investments in subsidiaries 6 7,816.09 7172.39
Current tax assets (net) 121.63 136.22
Property, plant and equipment 8 0.920 2.53
Other non-financial assets 9 8.51 8.61
Total assets 8,198.76 8,114.70
Liabilities and equity
Notes As at As at
31 March 2020 31 March 2019
Liabilities
Financial liabilities
Other financial liabilities 10 336 3.67
Non-financial liabilities
Current tax liabilities (net) - 11.08
Provisions 1 0.18 1.04
Other non-financial liabilities 12 0.39 0.23
Equity
Equity share capital 13 973.99 972.02
Other equity 14 7,220.84 7126.66
Total liabilities and equity 8,198.76 8,114.70
Summary of significant accounting policies 2
The accompanying notes are an integral part of these standalone financial statements.
As per our report of even date attached.
for Haribhakti & Co. LLP for and on behalf of Board of Directors of
Chartered Accountants Utkarsh Corelnvest Limited
ICAI Firm Registration No.103523W/W100048 CIN: U65191UP1990PLC045609
Purushottam Nyati Ashwani Kumar G.S. Sundararajan*
Partner Managing Directorand CEO Chairperson
Membership No: 118970 DIN: 07030311 DIN: 00361030
Neeraj Kumar Tiwari Harshit Agrawal
Company Secretary Chief Financial Officer
ACS: 37761 ACA: 417412
Place: Mumbai Place: Varanasi & Chennai*
Date: 09 June 2020 Date: 09 June 2020
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Utkarsh Corelnvest Limited
(Formerly known as Utkarsh Micro Finance Limited)

Standalone Statement of Profit and Loss for the year ended 31 March 2020

(Allamounts are in Rupees millions unless otherwise stated)

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

Otherincome 15 62.05 102.86
Total income 62.05 102.86
Expenses
Finance costs 16 - 784.72
Net loss on fair value changes 17 - 1,328.78
Employee benefits expenses 18 9.00 5.45
Depreciation 19 0.74 0.94
Others expenses 20 32.05 23.11
Total expenses 41.79 2,143.00
Profit/(Loss) before tax 20.26 (2,040.14)
Tax Expense:

Current tax 6.31 27.65

Tax for earlier years 8.45 -
Profit/(Loss) for the year 5.50 (2,067.79)
Other comprehensive income
[tems that will not be reclassified to profit or loss :

e Actuarial gain/(loss) on defined benefit obligation* 0.00 (0.08)

e Fairvalue changes relating to own credit risk of financial - 14.03

liabilities designated at fair value through profit or loss
Total 0.00 13.95
Total Comprehensive Income for the year 5.51 (2,053.84)
*Absolute amount for FY 2019-20 is INR 4,948
Notes For the year ended | For the year ended
31March 2020 31March 2019

Earnings per equity share
Basic earnings per share of INR10 each 32 0.06 (184.91)
Diluted earnings per share of INR10 each 32 0.06 (184.91)
Summary of significant accounting policies 2

The accompanying notes are an integral part of these standalone financial statements.
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As per our report of even date attached.

for Haribhakti & Co. LLP
Chartered Accountants
ICAI Firm Registration No.103523W/W100048

Purushottam Nyati
Partner
Membership No: 118970

Place: Mumbai
Date: 09 June 2020

for and on behalf of Board of Directors of
Utkarsh Corelnvest Limited
CIN: U65191UP1990PLC045609

Ashwani Kumar G.S. Sundararajan*
Managing Director and CEO Chairperson

DIN: 07030311 DIN: 00361030
Neeraj Kumar Tiwari Harshit Agrawal
Company Secretary Chief Financial Officer
ACS: 37761 ACA: 417412

*

Place: Varanasi and Chennai
Date: 09 June 2020
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Cash flow statement for the year ending 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

I[¥R ANNUAL REPORT 62

The accompanying notes are an integral part of these standalone financial statements

Notes For the year ended | For the year ended
31March 2020 31March 2019
A.CASH FLOW FROM OPERATING ACTIVITES
Net Profit/(loss) before Tax 20.26 (2,040.14)
Adjustments for:
Depreciation and amortisation 0.74 0.94
Loss on sale of property, plant and equipment 0.46 0.23
Finance cost on subordinated liabilities S 784.72
Net loss on fair value changes S 1,328.78
Dividend income S (0.80)
Interestincome (36.57) (51.92)
Operating (Loss)/profit before Working Capital Changes (15.11) 21.81
Adjustments for:
Decrease/(Increase) in Other Financial Assets 3215 (21.64)
Decrease in other non financial asset 0.10 4555
(Decrease) in other financial liability (0.31) (13.53)
Increase in other non financial liability 0.16 0.12
(Decrease)/Increase in Provision (0.86) 0.42
Cash Flow before taxation 31.24 10.92
Income Tax (paid)/ refund - Net (11.25) (30.25)
Net cash flow from operating activities 4.89 2.48
B. CASH FLOW FROM INVESTING ACTIVITIES
Investments in subsidiaries (601.48) (14.65)
Net sale/(purchase) of mutual funds 0.22 (13.90)
Dividend income = 0.80
Interest income 30.92 52.46
Net proceeds from sale of property, plant and equipments 0.40 0.05
Fixed deposits with maturity of more than three months (128.32) (25.00)
Net cash used in Investing Activities (698.26) (0.24)
C.CASH FLOW FROM FINANCING ACTIVITIES
Issue of Equity Shares 30.82 11.35
Net cash flow from Financing Activities 30.82 11.35
Net (Decrease)/Increase in Cash and (662.55) 13.59
Cash Equivalent Flow (A+B+C)
Opening Cash and Cash Equivalent 3 677.90 664.31
Closing Cash and Cash Equivalent 3 15.35 677.90
Summary of significant accounting policies 2




As per our report of even date attached.

for Haribhakti & Co. LLP
Chartered Accountants
ICAI Firm Registration No.103523W/W100048

Purushottam Nyati
Partner
Membership No: 118970

Place: Mumbai
Date: 09 June 2020

for and on behalf of Board of Directors of
Utkarsh Corelnvest Limited
CIN: U65191UP1990PLC045609

Ashwani Kumar G.S. Sundararajan*
Managing Director and CEO Chairperson

DIN: 07030311 DIN: 00361030
Neeraj Kumar Tiwari Harshit Agrawal
Company Secretary Chief Financial Officer
ACS: 37761 ACA: 417412

Place: V aranasi and Chennai*
Date: 09 June 2020
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

As at As at
31March 2020 31March 2019

3 Cash and bank balances

Cash and cash equivalents

Balances with Banks

- On current accounts 15.35 9.50
- Deposits with original maturity of less than three months = 668.39
Total (A) 15.35 677.89

Bank balance other than above

Deposits with maturities greater than three months 22916 95.19
Total (B) 229.16 95.19
Grand Total (A) + (B) 244,51 773.08

Information about the Company’s exposure to credit risk is included in Note 34

As at As at
31 March 2020 31 March 2019

4 Investments:

Measured at fair value through profit or loss

Mutual funds - 0.22
Total (A) - 0.22
(i) Overseas Investments - =
(ii) Investments in India - 0.22
Total (B) - 0.22
Less: Allowance for Impairment loss (C) - -
Total (D) = (A)-(C) - 0.22

Information about the Company’s exposure to fair value measurement, is included in Note 33

As at As at
31March 2020 31 March 2019

5 Other financial assets

Receivable from Utkarsh Small Finance Bank Limited 7.09 21.64
Otherrecoverables 0.01 0.01
Total 7.10 21.65

Information about the Company’s exposure to credit risk is included in Note 34

As at As at
31 March 2020 31 March 2019

6 Investments in subsidiaries

Investmentin - 7,815.59 7,171.89

- 759,272,222 (31 March 2019:736,995,406) Equity shares of 0.50 0.50
Utkarsh Small Finance Bank Limited

-50,000 (31March 2019: 50,000 ) Equity shares of Utkarsh Welfare Foundation 7,816.09 7172.39

I[WN ANNUAL REPORT 65



Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

7 Income tax

A. Amounts recognised in profit or loss

Particulars Year ended Year ended
31 March 2020 31March 2019

Current tax expense 6.31 27.65

Tax for earlier years 8.45 =

Tax expense 14.76 27.65

B. Reconciliation of effective tax rate

Particulars Yearoended 31March 2020 Year ended 31 March 2019
% Amount % Amount
Profit before tax 20.26 (2040.14)
Tax using the Company's domestic tax rate 2517% 5.10 34.94% (712.91)
Effect of:
Permanent differences 3.53% 0.72 -36.29% 74.45
Tax for earlier years 41.70% 8.45
Tax exempt income 0.00% (0.00) 0.01% (0.28)
Change in unrecognised temporary differences 1.81% 0.37 0.00% 0.09
Others 0.62% 0.13 -0.01% 0.28
Effective tax rate/tax expense 72.83% 1476 -1.35% 27.65

C. Uncertain tax positions
The company does not have any income tax matter under dispute. Hence, there is no uncertain tax position taken by the
Company.

D. Unrecognised deferred tax balances

Deferred tax assets have not been recognised in respect of the following items, because it is not probable that future taxable
profitwill be available against which the Company can use the benefits therefrom.

Particulars Year ended Year ended
31 March 2020 31 March 2019

Deductible temporary differences 0.46 83.51

Deferred tax on account of indexation on 209.62 151.37

equity shares of investment in subsidiary

Total 210.08 234.88
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

For the year ended
31March 2020

For the year ended
31March 2019

9 Other non-financial assets

Balance with tax authorities 8.23 8.23
Staff advances 0.02 0.14
Pre-paid expenses 0.26 0.24
Total 8.51 8.61
10 Other financial liabilities
Security deposit from staff = 0.03
Employee benefits payable 0.94 0.62
Expenses payable 242 3.02
3.36 3.67
Information about the Company’s exposure to liquidity risk is included in note 34
11 Provisions
Provision for employee benefits
Provision for gratuity 0.00 049
Provision for leave benefits 0.18 0.55
Total 0.18 1.04
Refer Note 28 for employee benefits
12 Other non-financial liabilities
Statutory dues payable 0.39 0.23
0.39 0.23
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

As at As at
31 March 2020 31March 2019
13 Share capital
Authorised
Equity shares
100,000,000 (31 March 2019:100,000,000) Equity shares of INR 10 each 1,000.00 1,000.00
Issued, subscribed and paid-up
Equity shares
97,398,806 (31 March 2019 - 97,201,786) equity shares of INR 10 each, 973.99 972.02
fully paid up
973.99 972.02
(a) Reconciliation of the number of shares outstanding is set out below:
31March 2020 31March 2019
Particulars Numl')er of Amount Numl')er of Amount
shares (in units) shares (in units)
Outstanding as at the beginning of the year 9,72,01,786 972.02 9,71,04,098 971.04
Issued during the year 1,97,020 1.97 97,688 0.98
Outstanding at the end of the year 9,73,98,806 973.99 9,72,01,786 972.02

(b) Rights, preferences and restrictions attached to equity shares

The Company has single class equity shares having a par value of INR 10 per equity share. They entitle the holders to participate
in the dividends in proportion to the number of shares held.

However, as per the Shareholders Agreement, in the event of liquidation, the net proceeds shall be distributed in the following
manner:

First preference shall be given to the Investors (ABF, AGIMDC II, AVMS, CDC, FCIEF II, FCIEF Ill, HDFC Ergo, HDFC
Life, HDFC Ltd., Hero, ICICI Pru, IFC, JIF, Lok CGF, NMI, rAPM, RBL, Sarva Capital, SFRE-SICAV-SIF, Shriram and
SIDBI), shareholders which have been allotted equity shares pursuant to ESOP plan 2010 and other shareholders (other
than the shareholders which have been allotted equity shares pursuant to grant of employee stock option of the
Company excluding ESOP Plan 2010)

Second preference shall be with shareholders which have been allotted equity shares pursuant to grant of employee
stock options of the Company (excluding ESOP Plan 2010) and sponsors of the Company.

Remaining shareholders shall have third preference over the residual assets of the Company at the time of liquidation.

(c) Details of shareholder holding more than 5% shares is set below:

Equity shares As at 31 March 2020 As at 31 March 2019
Name of the shareholder sh:::‘ (Iio: L::ts) Hcﬁfng shaNr::‘ (Iio: L::ts) Hcf;c;)ifrrg
NMI Frontier Fund KS, Norway 77,02,602 7.91% 77,02,602 7.92%
CDC Group PLC 1,37,26,978 14.09% 1,37,26,978 14.12%
Faering Capital India Evolving FUND Il 76,60,082 7.86% 76,60,082 7.88%
RBL Bank Limited 97,02,950 9.96% 97,02,950 9.98%
3,87,92,612 39.83% 3,87,92,612 39.91%

(d) Shares reserved for issue under options - Refer Note 29 for details of shares to be issued under employee stock option plan.
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(e) Pursuant to shareholder agreement Mr. Govind Singh or the Trust (RAAG FAMILY PRIVATE TRUST) has right to
subscribe upto 2,566,969 equity shares of the Company at a price of INR109.36.0r its equivalent equity in Utkarsh Small
Finance Bank Limited(USFBL).During the current year Mr. Govind Singh has exercised his right and USFBL has granted
2,00,18,918 shares of face value INR 10 each by way of ESOP under “Utkarsh Small Finance Bank Limited (USFBL) MD &
CEO Employee Stock Option Plan 2020” on January 14, 2020, subject to RBl approval.

(f)  Alsorefer Note 32.
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

As at As at
31 March 2020 31March 2019
14 Other equity
Capital redemption reserve
Balance as at the beginning of the year 90.00 90.00
Add: Transfer from surplus in Statement of Profit and Loss - -
Balance as at the end of the year 90.00 90.00
Securities premium
Balance as at the beginning of the year 6,302.31 6,286.73
Add: Onissue of shares during the year = 9.71
Add: Transfer from stock option outstanding 32.36 5.87
Balance as at the end of the year 6,334.67 6,302.31
Employees stock options outstanding
Balance as at the beginning of the year 52.00 20.62
Add: Compensation for options granted 59.82 3458
Exercise of stock options (10.53) (3.20)
Balance as at the end of the year 101.29 52.00
Equity component of financial instruments
Balance as at the beginning of the year (109.01) (109.01)
Balance as at the end of the year (109.01) (109.01)
Remeasurement of defined benefit plans
Balance as at the beginning of the year (0.13) (0.05)
Other comprehensive income 0.00 (0.08)
Balance as at the end of the year (0.13) (0.13)
Statutory reserve
Balance as at the beginning of the year 207.23 198.10
Add: Transferred from surplus 110 913
Balance as at the end of the year 208.33 207.23
Other Equity - Fair valuation changes
Balance as at the beginning of the year 4121.67 (6,069.06)
Add: Fair valuation of equity share capital (refer note 32) = 17,909.77
Less: Loss on extinguishment (refer Note 32) = (7,719.04)
Balance as at the end of the year 4,121.67 4,121.67
Retained earnings
Balance as at the beginning of the year (3,372.36) (1,295.44)
Add: Profit/(loss) for the year 5.50 (2,067.79)
Add: Amount transferred to statutory reserve (1.10) (2.13)
(created under Section 45-1C of RBI Act, 1934)
Balance as at the end of the year (3,367.96) (3,372.36)
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As at As at
31March 2020 31March 2019
Share Application money pending allotment
Balance as at the beginning of the year 0.66 -
Sharesissued during the year (0.66)
Share application money received during the year 6.32 0.66
6.32 0.66

Treasury shares
Balance as at the beginning of the year (5.08) (4.18)
Treasury shares exercised during the year 1.35 (0.90)
Balance as at the end of the year (3.73) (5.08)
Fair value changes relating to own credit risk of financial liabilities
designated at fair value through profit or loss
Balance as at the beginning of the year (160.62) (174.65)
Total Comprehensive Income for the year = 14.03

(160.62) (160.62)
Total 7,220.84 7,126.66

Nature and purpose of other reserve:

Capital Redemption Reserve

Capital Redemption Reserve represents amount transferred from surplus in statement of profit and loss towards redemption of
preference shares without fresh issue of capital, as was required under Companies Act, 2013.

Securities premium

Securities premium is used to record the premium received on issue of shares. It is utilised in accordance with the provisions of
the Companies Act, 2013.

ESOP Reserve

The said amount is used to recognise the grant date fair value of options issued to employees under Utkarsh Corelnvest Ltd and
its subsidiary Utkarsh Small Finance Bank.

Equity component of financial instruments

This represents the equity component of the financial liability created on account of classification of equity share capital as
financial liability.

Remeasurement of defined benefit plans
Remeasurements of defined benefit plans represents the following as per Ind AS 19, Employee Benefits:
(a) actuarial gains and losses
(b) the return on plan assets, excluding amounts included in net interest on the net defined benefit liability (asset); and

(c) any change in the effect of the asset ceiling, excluding amounts included in net interest on the net defined benefit
liability (asset)"

Statutory reserve

The said reserve has been created under Section 45-IC of Reserve Bank of India Act, 1934. As per the said section, every Non-
Banking Financial Company shall create a reserve fund and transfer a sum not less than 20% of net profit every year before
declaration of dividend.
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Other Equity - Fair valuation changes

The said reserve represents the premium amount paid by the shareholders transferred on account of reclassification of equity
share capital as financial liabilities. During the previous year ended 31 March 2019, due to substantial modification of the
shareholder agreement, the Company has reclassified the equity share capital from financial liability to equity. Accordingly, the
amount debited to said reserve in the previous periods was credited. Further, on the date of said reclassification, the Company
has recorded the equity at the fair valuation on the date of reclassification and accordingly, the impact of the same has been
booked in other equity. Loss on extinguishment of financial liability has been recorded in the said reserve.

Retained Earnings

The said amount represents accumulated surplus/(deficit) of the profits earned by the Company.

Share Application money pending allotment

This amount represents amount received from share holders against which shares are yet to be allotted.

Treasury shares

The said amount represents shares issued to the ESOP trust and subsequently issued to the employees of the Company.

Fair value changes relating to own credit risk of financial liabilities designated at fair value through profit or loss

The said amount represents fair value changes on financial liabilities designated at fair value through profit or loss relating to own
credit risk which is recognised in other comprehensive income.
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Utkarsh Corelnvest Limited
(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020

(Amount in millions unless otherwise stated)

For the year ended
31 March 2020

For the year ended
31March 2019

15 OtherIncome
Interest on financial assets at amortised cost 36.57 51.92
Dividend income from current investments s 0.80
Recovery from written off portfolio 24.70 4995
Miscellaneous income 0.79 0.19
Total 62.05 102.86
16 Finance cost
On Financial liabilities measured at fair value through profit or loss
- Interest on subordinated liabilities = 784.72
Total = 784.72
17 Net gain/ (loss) on fair value changes
Net loss on financial instruments at fair value through profit or loss S (1,328.78)
Total Net gain/(loss) on fair value changes = (1,328.78)
Fair value changes:
- Realised = =
- Unrealised* = (1,328.78)
Total Net gain/(loss) on fair value changes = (1,328.78)
*the said instruments have been settled in the previous year.
18 Employee benefit expenses
Salaries and bonus 8.28 484
Contribution to provident and other funds 0.50 on
Share based payment to employees 0.22 =
Staff welfare expenses = 0.50
Total 9.00 5.45
19 Depreciation
Depreciation of property, plant and equipment 0.74 0.94
Total 0.74 0.94
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For the year ended

31 March 2020

For the year ended

31 March 2019

20 Other expenses

Repairs and maintenance 0.08 0.04
Contribution towards Corporate Social Responsibilities (refer note 21 below) 4.00 10.20
Legal and professional charges (Refer note 22 on auditor remuneration below) 17.57 9.87
Loss on sale of property, plant and equipment 0.46 0.23
Director sitting fees 1.32 0.47
RBI Compounding fees 4.31 =
Miscellaneous expenses # 3.38 230
Leaserent* 0.93 5
Total 32.05 23.11
* Represents lease rentals for short term leases in the current year

#Includes INR 1.2 (31 March 2019 INR 0.5) for director travel

21 Details of corporate social responsibility expenditure

Average net profit of the Company for last three financial years (512.96) (275.19)
Prescribed CSR expenditure to be spent (2% of the average net profit) Nil Nil
Amount spent 4.00 10.20
Amount unspent Nil Nil

As per Section 135 of the Companies Act 2013, the Company has formed a CSR Committee of the Board of Directors. The
CSR Committee hasalsoapproveda CSR Policy where certain focus areas out of list of activities covered in Schedule VI of

the Companies Act 2013, has beenidentified.

22 Auditors remuneration (Included in legal and professional charges,
excluding taxes)

Payments to auditor (excluding tax)

- Statutory auditor 1.80 2.05
- Other services 0.40 0.20
- Reimbursement of expenses 0.06 0.06
Total 2.26 2.31

This page is intentionally left blank.

UCL

ANNUAL REPORT 75




Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

23 Amounts payable to Micro and Small enterprises

The Ministry of Micro, Small and Medium Enterprises has issued an Office Memorandum dated 26 August 2008 which
recommends that the Micro and Small Enterprises should mention in their correspondence with its customers the
Entrepreneurs Memorandum Numberasallotted afterfiling of the Memorandum. Accordingly, thedisclosureinrespect of the
amounts payable to such enterprises as at 31 March 2020 has been made in the financial statements based on information
received and available with the Company. Further in the view of the management, the impact of interest, if any, that may be
payable in accordance with the provisions of the Micro, Small and Medium Enterprises Development Act, 2006 is not
expectedtobematerial. The Companyhasnotreceived any claimforinterestfromany supplierunderthe said Act.

. As at As at
e 31March 2020 31March 2019
Principalamountremainingunpaidtoanysupplierasattheendoftheyear. 0.8 Nil
Interestduethereonremainingoutstandingasattheendoftheyear. Nil Nil
The amount of interest paid by the buyer as per Micro, Small and Medium Nil Nil
Enterprises Development Act,2006.

The amount of the payments made to micro and small suppliers beyond the Nil Nil
appointed dateduringeachaccountingyear.

The amount of interest due and payable for the period of delay in making Nil Nil
payment (which have been paid but beyond the appointed day during the

period) but without adding the interest specified under the Micro, Small and

Medium Enterprises Development Act,2006.

The amount of interest accrued and remaining unpaid at the end of the Nil Nil
accountingyear.

The amount of further interest remaining due and payable even in the Nil Nil
succeeding years, until such date when the interest dues above are actually

paid to the small enterprise, for the purpose of disallowance of a deductible

expenditure under section 23 of the Micro, Small and Medium Enterprises

DevelopmentAct, 2006.

24 A. Contingent liabilities

Details of Provident fund contribution as per Supreme Court Judgement

“The Supreme Courtof Indiainitsjudgementinthe case of THEREGIONAL PROVIDENT FUND COMMISSIONER (II) WEST
BENGAL v/s VIVEKANANDA VIDYAMANDIR AND OTHERS on February 28, 2019 has clarified that any emolument paid
universally, necessarily and ordinarily to all employees across the board is to be considered as basic wage and accordingly
needs to be considered for calculation of Provident Fund contribution. The Company would record any further effect in its
financial statements, in the period in which it receives additional clarity on the said subject, if necessary and the effect of this
orderhasbeentakenintoeffectfrom1April2019.”

Claimsagainstthe companynotacknowledgedasdebtsinrespect of Income Taxis INR114.30 (31March 2019: INR Nil).

B.Commitments
Therearenocommitmentsasat31March2020and 31March 2019.

C.Contingentassets
Therearenocontingentassetsasat31March2020and 31March2019.

25 Details of pending litigations

As at As at
31March 2020 31March 2019
Proceedings by Company against theft 2.51 2.51

An amount of INR 0.14 (31 March 2019: 0.14) has been recovered in earlier years and INR 2.37 (31 March 2019 : 2.37) is yet to be
recovered. Thetotalunrecoveredamountiswritten offinthe previousyears.
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

26 Maturity analysis of assets and liabilities

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be recovered or

settled.
As at 31 March 2020 As at 31 March 2019
Within After Total Within After Total
12 months 12 months ota 12 months 12 months ota
(I) Assets
A Financial assets
Cash and cash equivalents 15.35 S 15.35 677.89 S 677.89
Bank balance other than above 14416 85.00 229.16 95.19 - 95.19
Investments - - - 0.22 - 0.22
Other financial assets 710 - 7.10 21.65 - 21.65
Total financial assets 166.61 85.00 251.61 794.95 - 794.95
B Non-financial assets
Investment in subsidiary = 7,816.09 7,816.09 S 7172.39 7172.39
Current tax assets (net) = 121.63 121.63 136.22 - 136.22
Property, plant and equipment = 0.92 0.92 - 253 253
Other non-financial assets 8.51 - 8.51 8.61 - 8.61
Total non-financial assets 8.51 7,938.64 7,947.15 144.83 7,174.92 7,319.75
Total Assets 175.12 8,023.64 8,198.76 939.78 7174.92 8,114.70
() Liabilities
A Financial liabilities
Other financial liabilities 3.36 - 3.36 3.67 - 3.67
B Non-financial liabilities
Provisions 0.18 - 0.18 1.04 - 1.04
Current tax liabilities (net) = S S 11.08 S 11.08
Other non-financial liabilities 0.39 = 0.39 0.23 - 0.23
Total financial liabilities 3.93 - 3.93 16.02 - 16.02
Total Liabilities 3.93 - 3.93 16.02 - 16.02
Net 17119 8,023.64 8,194.83 923.76 7174.92 8,098.68

27 Segmentreporting
The Board of the Company has been identified as the Chief Operating Decision Maker (CODM) as defined by Ind AS 108,
“Operating Segments.” The Company's operating segments are established in the manner consistent with the components of
the Company that are evaluated regularly by the Chief Operating Decision Maker as defined in 'Ind AS 108 - Operating
Segments.' Asthe Companyis not havingany commercial operations, hence there are no separate reportable segmentsas per
Ind AS108.

Informationabout products and services:

The Company does nothave any commercial operations. Hence, the said disclosureis notapplicable.
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Information about geographical areas:
The Companydoesnot have any commercial operations. Hence, the said disclosureisnot applicable.

Information about major customers (from external customers):
The Companydoesnothaveanycommercial operations. Hence, the said disclosureisnotapplicable.
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

28 Employee benefits

The Company operates the following post-employment plans -

Defined Benefit plan

Gratuity

Every employeeis entitled to a benefit equivalent to 15 days salary last drawn for each completed year of service in line with the
payment of Gratuity Act, 1972. The same is payable at the time of separation from the Company or retirement, whichever is
earlier.

The most recent actuarial valuation of plan assets and the present value of the defined benefit obligation for gratuity were
carried out as at 31 March 2020. The present value of the defined benefit obligations and the related current service cost and
pastservice cost, were measured using the Projected Unit Credit Method.

Based on the actuarial valuation obtained in this respect, the following table sets out the status of the gratuity plan and the
amountsrecognisedinthe Company’sfinancial statementsasatbalance sheetdate:

31March 2020 31March 2019

0.00 0.49

Net defined benefit liability

B)

Funding

The schemeiis fully funded with Life Insurance Corporation of India (LIC). The funding requirements are based on the gratuity
fund'’s actuarial measurement framework set out in the funding policies of the plan. The funding of the plan is based on a
separate actuarial valuation forfunding purposes for which the assumptions may differ from the assumptions set outin Section

D below. Employeesdonot contributetothe plan.

Expected contributionstogratuity planfortheyearending31March2021isINR 0.12

Reconciliation of the net defined benefit (asset) / liability

The following table shows a reconciliation from the opening balances to the closing balances for net defined benefit (asset)

liabilityanditscomponents:

As at 31 March 2020 As at 31 March 2019
Defined | Fairvalue| Netdefined Defined | Fairvalue| Netdefined
benefit of plan |benefit (asset)/ | benefit of plan | benefit (asset)/

obligation | assets liability obligation assets liability
Balance at the beginning of the year 0.50 0.01 0.49 0.41 0.01 0.40
Included in profit or loss
Current service cost on on 0.00 = =
Past Service cost 0.10 0.10 (0.00) 0.00 = =
Interest cost (income) 0.05 0.01 0.04 0.01 0.01 (0.00)
Total (A) 0.26 0.1 0.15 0.01 0.01 (0.00)
Included in Other comprehensive income
Remeasurements loss (gain)
- Actuarial loss (gain) arising from:
- demographic assumptions (0.37) (0.37) 5 > >
- financial assumptions 0.38 0.38 0.08 = 0.08
- experience adjustment 0.01 0.01 0.00 = 0.00
- Return on plan assets excluding interestincome 0.02 (0.02) S (0.00) 0.00
Total (B) 0.02 0.02 (0.00) 0.08 (0.00) 0.09
Other
Contributions paid by the employer S 0.63 (0.63) S 0.00 (0.00)
Total (C) S 0.63 (0.63) S 0.00 (0.00)
Balance at the end of the year 0.77 0.77 0.00 0.50 0.01 0.49
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C. Plan assets

31March 2020 31 March 2019
Insurer managed funds 100% 100%

The Company has purchased insurance policy, which is basically a year-on-year cash accumulation plan in which the interest
rate is declared on yearly basis and is guaranteed for a period of one year. The insurance Company, as part of the policy rules,
makes payment of all gratuity outgoes happening during the year (subject to sufficiency of funds under the policy). The policy,
thus, mitigates the liquidity risk. However, being a cash accumulation plan, the duration of assets is shorter compared to the
duration of liabilities. Thus, the Company is exposed to movement in interest rate (in particular, the significant fall in interest
rates, whichshouldresultinaincreaseinliability without correspondingincreaseintheasset).

D. Actuarial assumptions
Principal actuarial assumptions at the reporting date (expressed as weighted averages):

31March 2020 31March 2019
Discount rate 5.40% 7.60%
Future salary growth 7% for first two years and 9% thereafter 9.00%
Withdrawal rate:
All ages 12% - 31.90% 2.00%
Retirement Age (in year) 60 60-65
Mortality Indian Assured Lives Mortality (2012-14) Indian Assured Lives Mortality (2006-08)

Discount rate: The rate used to discount post-employment benefit obligations is determined by reference to market yields at the
balance sheet date on government bonds. The currency and term of the government bonds is consistent with the currency and
estimatedterm ofthe post-employmentbenefitobligations.

Salary escalation rate: Salary increase takes into account inflation, seniority, promotion and other relevant factors such as supply
anddemandintheemployment market.

E. Sensitivity analysis of significant assumptions
The following table present a sensitivity analysis to one of the relevant actuarial assumption, holding other assumptions
constant, showing how the defined benefit obligation would have been affected by changes in the relevant actuarial
assumptionsthatwerereasonably possible atthereporting date.

31March 2020 31March 2019
Increase Decrease Increase Decrease
Discount rate (1% movement) (0.05) 0.06 (0.10) 0.13
Salary growth rate (1% movement) 0.05 (0.05) 0.07 (0.07)

Although the analysis does not take account of the full distribution of cash flows expected under the plan, it does provide an
approximation of the sensitivity of the assumptions shown.

F. Expected maturity analysis of the defined benefit plans in future years

31 March 2020 31 March 2019
OtolYear on 0.01
1to5 Year 0.33 0.05
5 Year onwards 0.80 3.09
Total 1.24 3.15

As at 31 March 2020, the weighted-average duration of the defined benefit obligation was 7 years (31 March 2019: 25 years)

G. Description of risk exposures
Investmentrisk
The probability or likelihood of occurrence of losses relative to the expected returnon any particularinvestment.

Interestrisk (discount raterisk)

Interest Rate risk: The plan exposes the Company tothe riskof fallin interestrates. Afallininterest rateswill resultinan
increaseintheultimate costof providing the above benefitandwillthusresultinanincreaseinthevalue of the liability.
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Mortality risk

The present value of the defined benefit plan liability is calculated by reference to the best estimate of the mortality of plan
participants. For the current year, we have used Indian Assured Lives Mortality (2012-14) ultimate table and in the previous
year, Indian Assured Lives Mortality (2006-08) had been used.

Achangeinmortalityrate willhave abearingonthe plan'sliability.

Salaryrisk

The present value of the defined benefit planis calculated with the assumption of salary increase rate of plan participantsin
future. Deviation in the rate of increase of salary in future for plan participants from the rate of increase in salary used to
determinethe presentvalue of obligationwillhave abearingonthe plan'sliabilty.

Defined contribution plan

The Company makes monthly contribution towards Provident Fund whichis adefined contribution plan. The Company hasno
obligations other than to make the specified contributions. The contributions are charged to the Statement of Profitand Loss
astheyaccrue. Theamountrecognised as expense towards such contributionare asfollows:

Year ended 31 March 2020 Year ended 31 March 2019

Provident fund 0.35 on

Otherlong-term benefits
The Company provides compensated absences benefits to the employees of the Company which can be carried forward to
futureyears. Amountrecognisedinthe Statement of Profitand Loss forcompensated absencesisasunder-

Year ended 31 March 2020 Year ended 31 March 2019

Amount recognised in Statement of Profit and Loss 043 0.09

Provision for leave encashment
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29. Employee stock options

A. Description of share-based payment arrangements
The Company has formulated an Employees Stock Option Scheme to be administered through a Trust. The Scheme is
applicable to all the eligible employees of the Company and its subsidiary Companies (‘Group’). The scheme provides that
subject to continued employment with the company, the employees are granted an option to acquire equity shares of the
Companythat may be exercised within a specified period.
The Company formed Utkarsh ESOP Welfare Trust (‘Trust’) to issue ESOPs to employees of the Company as per Employee
Stock Option Scheme. Total 1,200,000 equity shares has been reserved under ESOP scheme 2016 and pursuant to
Shareholderagreement executed in the year 2016-17 additional 5,989,594 equity shares has been reserved for the purpose of
ESOPscheme.
The trust holds these shares for the benefit of the employees and issues them to the eligible employees as per the
recommendation of the compensation committee. The Trust in turn allots the shares to employees on exercise of their right
against cash. The compensation costs of stock options granted to employees are accounted by the Company using fair value
method.
The Trust does not have any transactions/activities other than those mentioned above, hence it is treated as a part of the
Companyandgetsconsolidated with the standalone books of the Company.
The Company granted 1,836,225 (31 March 2019:1,806,725) options to the employees of the Company which are not routed
throughthe Trust.
The options vested shall be exercised within a period of 24 months from the date of vesting. The plan shall be administered,
supervised and implemented by the Compensation Committee under the policy and frame work laid down by the Board of
Directors of the Company in accordance with the authority delegated to the Compensation Committee in this regard from
timetotime.
Thesaid ESOP schemeisanequity settledschemeasthe samewouldleadtoasettlementinitsownequityinstruments.
These options shall vest on graded basis as follows:
Time period Percentage Vesting condition
On completion of 1year 25% Service
On completion of 2 years 25% Service
On completion of 3 years 25% Service
On completion of 4 years 25% Service
B. Reconciliation of outstanding share options
Set out below is a summary of options granted under the plan
31March 2020 31March 2019
Number of Average Number of Average
share options | exercise price | share options | exercise price
(in Units) per share (in Units) per share
Outstanding options at the beginning of the year 25,48,234 SVAS5 13,03,904 80.43
Add: Granted during the year 18,36,225 109.36 18,06,725 109.36
Less: Lapsed/forfeited during the year 2,06,874 108.18 3,43,132 103.30
Less: Exercised during the year 3,26,101 73.01 2,119,263 62.94
Outstanding options at the end of the year 38,51,484 105.89 25,48,234 99.37
Options vested and exercisable at the end of the year 9,34,521 95.06 2,14,189 5755

The weighted average share price at the date of exercise for share options exercised during the year ended 31 March 2020 was INR

78.54(31March2019-64.69).
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C. Share options outstanding at the end of the year have the following contractual expiry date and exercise options

No of options outstanding
Grant date Expiry date Exercise price As at 31 March 2020 As at 31 March 2019
1 April 2014 1 April 2016 -1 April 2019 21.60 9,750 28,747
1 April 2015 1 April 2017 -1 April 2020 21.60 39,824 97,679
1 April 2016 1 April 2018 -1 April 2021 21.60 1,02,692 1,63,696
1 April 2017 1 April 2019 -1 April 2022 109.36 5,20,475 6,49,687
1April 2018 1 April 2020 -1 April 2023 109.36 13,98,768 16,08,425
1June 2019 1June 2021- 1June 2024 109.36 17,79,975 -
Weighted average remaining contractual life of options outstanding at the 423 years 4.46 years
end of the year

D. Measurement of Fair values
The fair value of employee share options has been measured using Black-Scholes model. The weighted average fair value of
eachoptiononthegrantdaterangedbetweenINR13.95-67.99

The fair value of the options and the inputs used in the measurement of the grant-date fair values of the equity-settled share
based paymentplansare asfollows:

Grant date E{Hyins oty | pricer | pree | Mokiee | Fairvaiue

1April 2014 1 April 2016 -1 April 2019 33.83% 21.6 2872 8.81% 11.57-16.12
1 April 2015 1 April 2017 -1 April 2020 43.09% 21.6 45.51 7.74% 27.54-32.21
1 April 2016 1 April 2018 -1 April 2021 52.41% 21.6 1.4 7.46% BSENSEISVADS
1 April 2017 1 April 2019 -1 April 2022 30.91% 109.36 82.19 6.68% 9.54-23.70
1April 2018 1 April 2020 -1 April 2023 29.51% 109.36 107.19 7.40% 23.88-4255
1June 2019 1June 2021- 1June 2024 19.60% 109.36 13213 7.03% 49.31-67.99

The dividendyield has been taken as O%in all the fair value calculations as Company has never distributed dividend in the past and
doesnotintendtodistributeitsearningsintheforeseeablefuture.

E. Expense recognised in statement of profit and loss

Fordetailsonthe employee benefitsexpense, refer Note 18

Astheschemeisapplicable toallthe employees of the group, the Company has made a cross charge to Utkarsh Small Finance

Bankforthe ESOP expenseincurredbythe Companyonbehalfof Utkarsh Small Finance Bank.
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(Formerly known as Utkarsh Micro Finance Limited)
Notes to standalone financial statements for the year ended 31 March 2020
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30. Related party disclosure

i.  Name of the related party and nature of relationship:-

A. Name of the Related Party Nature of Relationship
a. Key managerial personnel
i Mr. Raghvendra Singh Managing Director and CEO (resigned from the post of MD & CEO on 16 March 2019)
ii Mr. Ashwani Kumar Managing Director & CEO (w.e.f. 19 March 2019)
iii Mr. G.S. Sundararajan Director
iv | Mr.Gaurav Malhotra Additional Director
v Mr. Abhisheka Kumar Ceased to be Director (w.e.f. 25 May 2018)
Vi Mr. Atul Director
vii | Ms.Ramni Nirula Director
viiif  Mr. Harjeet Toor Nominee Director
ix Mr. Aditya Deepak Parekh Nominee Director
X Mr. Vishal Mehta Nominee Director
b. Subsidiaries
Utkarsh Small Finance Bank Limited
Utkarsh Welfare Foundation

B. Related party transactions during the year and balance receivable from and payable to related parties as at the
balance sheet date:

renteds | shvmendet,

Utkarsh Welfare Foundation (i) Contribution towards CSR activities 4.00 10.2
(i) Convestion of CCD's to equity shares - 2,670.00
(ii)Transactions (collection and payment) carried 23.54 35.91

out on behalf of Bank, net

Utkarsh Small Finance Bank (ii)ESOP cost cross charge 17.37 140

Limited (SFB) (iv) Fixed deposits placed during the year 2,085.90 3,972.67
(v) Fixed deposits matured during the year 2,621.18 3,911.59
(vi)Interest received 44.46 51.92
(vii) Service Charge on Collection 0.25 =
(viii) Right Issue subscribed 600.00 =
(ix) Rent Paid 0.93 =

Key Managerial Personnel (i) Purchase of Securities 0.03 =

C. Compensation of key managerial personnel As at 31 March 2020 As at 31 March 2019

Short-term employee benefits

Raghvendra Singh - 1.82

Ashwani Kumar 249 0.13
Post-employment defined benefit plan

Ashwani Kumar 0.47 0.37
Other long term benefits

Ashwani Kumar 0.60 043
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C. Compensation of key managerial personnel As at 31 March 2020 As at 31 March 2019
Share-based payments
Ashwani Kumar 0.15 =
Sitting fees
GS Sundararajan 0.42 0.14
Atul 0.54 0.17
Ramni Nirula 0.35 0.17
5.03 3.23

Terms and conditions

Alltransactionswiththeserelated partiesare pricedonanarm’slength basisandatnormalcommercial terms.

D. (Payable)/ receivables as at balance sheet date:
Name of related party As at 31 March 2020 As at 31 March 2019
Utkarsh Small Finance Bank Ltd. - Investment in FDR 221.00 756.28
Utkarsh Small Finance Bank Ltd. - Current Account 12.35 245
Utkarsh Small Finance Bank Ltd. - Other receivables/(Payables) 7.00 28.33
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31. Earnings pershare

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

a) Basic earning per share

Profit/(loss) after tax 5.50 (2,067.79)

Weighted average number of equity shares outstanding during the year - Basic 9,69,21,588 1,11,82,743

b) Diluted

Profit/(loss) after tax 5.50 (2,067.79)

Weighted average number of equity shares outstanding during the year - Basic 9,69,21,588 1,11,82,743

Add: Weighted average number of potential equity shares on account of 9,49,175 14,99,404

employee stock options

Weighted average number of equity shares outstanding during the year - Diluted 9,78,70,763 1,26,82,147

Earnings per share

Basic - par value of INR10 each 0.06 (184.91)

Diluted - par value of INR 10 each 0.06 (184.91)

Note: The options which are not exercised have anti-dilutive effect on loss per share and accordingly basic loss per share is
consideredasdilutiveloss pershare

32. Treatment of share capital classified as liability in the books of accounts and subsequently reclassified as equity share
capital on substantial modification

Priorto 28 March 2019, as perthe shareholderagreement, the investor had the right torequire the Company/Sponsors to buy
back/purchase the entire securities if there is a failure of Company to provide an exit via secondary sale or listing. Since, the
secondary sales and holding of the IPO event is outside the control of the Company and in case the investors decide to exit
through buy back of the shares by the Company, then the Company shall not have any unconditional right to avoid the
paymenttotheinvestors.

As at 28 March 2019, due to substantial modification in the share holder agreement, the buy back clause has been removed.
Hence, the share capital earlier classified as subordinate liability has been reclassified as share capital in the books of the
Company.Accordingly, thereisnosubordinateliability relating to equity sharesasat 31March 2019.
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33. Financial instruments - fair value and risk management

A. Financial instruments by category

The following table shows the carrying amounts and fair values of financial assets and financial liabilities.

As at 31 March 2020

FVTPL FVTOCI Amortised cost

Financial assets:
Cash and cash equivalents - 15.35
Bank balance other than above = 229.16
Other financial assets - 7.10

- 251.61
Financial liabilities:
Other financial liabilities = 3.36

- 3.36

As at 31 March 2019

FVTPL FVTOCI Amortised cost
Financial assets:
Cash and cash equivalents > > 677.89
Bank balance other than above > > 95.19
Investments 0.22 > >
Other financial assets > > 21.65
0.22 - 794.73
Financial liabilities:
Other financial liabilities = = 3.67
- - 3.67

Fair value hierarchy

This section explains the judgements and estimates made in determining the fair values of the financial instruments that are:

Financial assets andliabilities measured at fair value -recurring fairvalue measurements

Financial assets and liabilities which are measured at amortised cost forwhich fairvalues are disclosed

As at 31 March 2020 A"‘:;;itsed Level 1 Level 2 Level 3 Total
Financial assets:
Cash and cash equivalents 15.35 > > 15.35 15.35
Bank balance other than above 22916 > > 22916 22916
Other financial assets 710 > > 7.10 710
251.61 - - 251.61 251.61
Financial liabilities:
Other financial liabilities 336 3.36 3.36
3.36 - - 3.36 3.36
Financial assets measured at fair value - recurring fair value measurements
As at 31 March 2019 Level 1 Level 2 Level 3 Total
Financial assets:
Investments - 0.22 - 0.22
- 0.22 - 0.22
1[W8 ANNUAL REPORT 87




Assets and liabilities which are measured at amortised cost for which fair values are disclosed

As at 31 March 2019 A'“:;:itsed Level 1 Level 2 Level 3 Total
Financial assets:
Cash and cash equivalents 677.89 = = 677.89 677.89
Bank balance other than above 9519 e = 9519 9519
Other financial assets 21.65 = = 21.65 21.65
794.73 - - 794.73 794.73
Financial liabilities:
Other financial liabilities 3.67 3.67 3.67
3.67 - - 3.67 3.67

The respective carrying values of certain on-balance sheet financial instruments approximated their fair value. These financial
instruments include cash in hand, balances with other banks and certain other financial assets and liabilities. Carrying values were
assumed to approximate fair values for these financial instruments as they are short-term in nature and their recorded amounts
approximatefairvaluesorarereceivable or payable ondemand.

C. Valuation framework

The finance department of the Company includes a team that performs the valuations of financial assets and liabilities
requiredforfinancialreporting purposes, including level 3fairvalues.

- The Company measures fair values using the following fair value hierarchy, which reflects the significance of the inputs
usedin making the measurements.

Level1:Inputsthatare quoted market prices (unadjusted)in active markets foridentical assets orliabilities.

Level 2:The fair value of financial instruments that are not traded in active markets is determined using valuation techniques
which maximize the use of observable market data either directly or indirectly, such as quoted prices for similar assets and
liabilities in active markets, for substantially the full term of the financial instrument but do not qualify as Level 1inputs. If all
significantinputsrequiredtofairvalueaninstrumentare observabletheinstrumentisincludedinlevel 2.

Level 3: If one or more of the significant inputs is not based in observable market data, the instruments isincluded in level 3.
That is, Level 3 inputs incorporate market participants” assumptions about risk and the risk premium required by market
participants in order to bear that risk. The Bank develops Level 3 inputs based on the best information available in the
circumstances.

The objective of valuation techniques is to arrive at a fair value measurement that reflects the price that would be received to
selltheassetorpaidtotransfertheliabilityinanorderly transaction between market participantsatthe measurementdate.

i) Level 3fairvalues
Reconciliation of Level 3 fair values
The following table shows a reconciliation from the opening balances to the closing balances for Level 3 fair values:

Particulars Subordinated liabilities Investment in .01% CCD

Balance as at 1 April 2018 8,954.88 2,475.09

Total gain or losses:

- in profit or loss (5,605.54) (45.60)
-inOClI (14.03) -
Settlement (3,335.31) (2,429.49)

Balance as at 31 March 2019 - _
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Total gain or losses for the year in the above table are presented in the statement of profit or loss and OCl as follows :

Particulars Subordinated Investment in
liabilities .01% CCD
Total gain or losses recognised in profit or loss :
- Net fair value change from financial instruments carried at fair value 1,328.78 (45.60)
- Finance cost 784.72 =
Total gain or losses recognised in OCI :
- Fair value reserve (debt instruments) - net change in fair value (14.03) =

Profit or loss - attributable to the change in unrealised gain and
losses relating to assets and liabilities held at the end of the year:

- Net fair value change from financial instruments carried at fair value

ii) Significant unobservable inputs used

Type

Valuation technique

Significant unobservable input

Investment in Compulsory Convertible

Debenture ('CCD')

Discounted free cash flow method

Terminal growth rate - 2%

Premium over market return - 5%

Subordinated liabilities

Linear interpolation

Volatility - 35%
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34. Financial risk management
The Company's activities exposure is to credit risk, liquidity risk, market risk and operational risk.

A. Risk management framework
(a) Risk management structure and Company's risk profile

The Company’s board of directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The board of directors has established the risk management committee, which is responsible for
developing and monitoring the Company’s risk management policies. The committee reports regularly to the board of
directorsonitsactivities.

Efficient and timely management of risks involved in the Company's activities is critical for the financial soundness and
profitability of the Company. Risk management involves the identifying, measuring, monitoring and managing of risks on a
regular basis. The objective of risk management is to increase shareholders' value and achieve a return on equity that is
commensurate with the risks assumed. To achieve this objective, the Company employs leading risk management practices
andrecruitsskilled and experienced people.

The Company’s risk management policies are established to identify and analyse the risks faced by the company, to set
appropriate risk limits and controls and to monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly toreflect changesin market conditions and the company’s activities. The company, throughits trainingand
management standards and procedures, aims to maintain a disciplined and constructive control environment in which all
employeesunderstandtheirrolesandobligations.

The Company’s audit committee oversees how management monitors compliance with the Company’s risk management
policies and procedures, and reviews the adequacy of the risk management framework in relation to the risks faced by the
Company. The audit committee is assisted in its oversight role by internal audit. Internal audit undertakes both regular and ad
hocreviews of riskmanagement controlsand procedures, theresults of which arereported to the audit committee.

B. Creditrisk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its
contractual obligations,andarises principally from the Company'sinvestmentin debentures, cash and cash equivalents, other
bankbalances, etc.

Thecarryingamountsoffinancialassets represent the maximum creditrisk exposure.
Cashandbankbalances

Cash and bank balances of the Company are held with banks which have high credit rating. The Company considers that its
cashandcashequivalentshavelowcreditrisk based onthe external creditratings of the counterparties.

C. Liquidityrisk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. The Company's approach to managing liquidity is to
ensure, as far as possible, that it will have sufficient liquidity to meet its liabilities when they are due, under both normal and
stressed conditions, withoutincurring unacceptable lossesorriskingdamage tothe Company'sreputation.

Exposuretoliquidityrisk

The following are the remaining contractual maturities of financial labilities at the reporting date. The amount are gross and
undiscounted.

Contractual cash flows

As at 31 March 2020 Carrying | Grossnominal | 6 month 6-12 1-2 2-5 More than
amount | inflow/(outflow) orless months years years 5years

Non - derivative financial
liabilities
Other financial liabilities 336 (3.36) (3.36)
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Contractual cash flows

As at 31 March 2019 Carrying | Grossnominal | 6 month 6-12 1-2 2-5 More than
amount | inflow/(outflow) orless months years years 5 years

Non - derivative financial

liabilities

Other financial liabilities 3.67 (3.67) (3.67) S S = S
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D. Marketrisk

Market risk is the risk that changes in market prices - such as foreign exchange rates and interest rates - will affect the
Company’sincome or the value of its holdings of financial instruments. The objective of market risk managementis tomanage
andcontrolmarketriskexposureswithinacceptable parameters, while optimising the return.

(i) Currencyrisk
The company is not exposed to any currency risk as Company does not have any foreign currency transactions during the
currentyearand comparativeyear.

(ii) Interest rate risk
The Company does not have any borrowings

Exposure to interest rate risk
The interest rate profile of the Company's interest-bearing financial instruments as reported to the management is as follows:

Particulars 31 March 2020 31 March 2019

Fixed rate instruments
Financial assets 244 51 773.30

Financial liabilities - -

(iii) Legal and operational risk

a Legalrisk
Legalriskis the risk relating to losses due to legal or regulatory action that invalidates or otherwise precludes performance by
theenduseroritscounterparty underthetermsofthe contractorrelated nettingagreements.

The Company has developed preventive controls and formalised procedures to identify legal risks so that potential losses
arising from non-adherence to laws and regulations, negative publicity, etc. are significantly reduced. The Company also has
wellestablished legal procedurestoscrutinise product offeringsand managerisksarising out of its transactions.

b  Operational

Operational risk is the exposure to loss resulting from inadequate or failed internal processes, people and systems, or from
external events. The Company has clearly defined operations procedures for each of its products and services. It also has
advanced computersystemsthatenableittorunoperationswith speedandaccuracy.

The operational risk department operates independently from other units of the Company and reports directly to the Audit
Committee, which consists of members of the Board. It conducts regular reviews of all business areas of the Company and
reports control deficiencies and exceptions to the Company's policies and procedures. It also recommends measures to
mitigate operationalrisk, whichareimplemented by managementimmediately.
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35 Capital management

The basicapproach of capital adequacy frameworkis that, afinancial institution should have sufficient capital to absorb shocks
onaccountofanyunexpectedlossesarisingfromtherisksinitsbusiness.

As per RBI guidelines, the Company is required to maintain a minimum capital to risk weighted asset ratio. Capital
management entails optimal utilization of scarce capital to meet extant regulatory capital requirements. The Company has
put in place an appropriate Risk Appetite framework and computes its capital requirements and adequacy as per extant
regulatoryguidelines. Goingforward, attempt shallbe made to strengthen Capital allocation practicesand enhance efficiency
of capital.

Regulatory capital
The Company's regulatory capital consists of the sum of the following elements:

Common equity Tier 1 (CET1) capital, which includes ordinary share capital, related share premiums, retained earnings
and reserves after adjustment for dividend declared and deduction for goodwill, intangible assets and other regulatory
adjustmentsrelatingtoitemsthatare notincludedinequity butare treated differently for capitaladequacy purposes.

Tier 2 capital, which includes preference shares, qualifying subordinated liabilities and any excess of impairment over
expectedlosses.

As at As at
31March 2020 31March 2019

Common equity Tier 1 (CET1) capital
Paid up share capital 973.99 972.02
Capital redemption reserve 90.00 90.00
Securities premium account 6,334.67 6,299.63
(Deficit)/Surplus in statement of Profit and loss account (3,367.96) (3,372.34)
Statutory reserve 208.33 207.23
ESOP outstanding account 97.57 49.59
Prepaid expenditure (0.26) (0.24)

4,336.34 4,245.88
Tier 2 capital instruments - -
Less: Investment in excess of 10% of Own fund - -

4,336.34 4,245.88
Total regulatory capital 4,336.34 4,336.34
Risk weighted assets 7,824.11 7,824.11
CRAR (%) - Refer note 39 (a) 55.42% 55.42%
CRAR -Tier | Capital (%) 55.42% 55.42%
CRAR -Tier Il Capital (%) 0% 0%

36

Capital allocation

Management uses extant regulatory capital ratios to monitor its capital base. The amount of capital allocated to each
operation or activity is based primarily on regulatory capital requirements. Theoretically, maximisation of the return on risk-
adjusted capital is the principal basis used in determining how capital is allocated within the Company to particular operations
or activities. Going forward, capital allocation for various lines of business and activities shall be attempted, as part of annual
business plan based on synergies with otheroperationsand activities, the availability of management and otherresources, and
thefitoftheactivity withthe Company’slonger-termstrategic objectives.

During the previous year, the Company received a letter from Ministry of Finance, Department of Economic Affair (FDI
Section) (MoF)directing Companytoapproach Reserve Bank of India (RBI) forcompounding forregularization of past foreign
investments made in the Company (including share transfer among non-residents) without Government Approval,
subsequenttochangeinstatusofthe Companyfrom NBFC-MFltoa Core Investment Company pursuantto transfer of micro
finance businessto Utkarsh Small Finance Bankin January 2017, resulting in contravention of Foreign Exchange Management
Act regulations. The Company filed an application before MoF for compounding. In the current year, MoF directed the
Company to approach RBl on the aforesaid matter for compounding, which the Company did vide its application dated June
13,2019, duly representing the matter. RBl has accepted the application and issued the order on dated Nov 18, 2019 levying a
compundingfeesof INR4.30 mn.onthe Companyagainst the settlementofthe said matter.
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37 The Company has elected not to recognise right of use assets and lease liabilities for short term lease of building that have a
lease term of 12 months or less. The Company recognises the lease payments associated with these leases as an expense on
straightline basis.

Rentexpenserecognisedinthe statement of profitandlossonaccountof short term exemptionis INR1

38 Application for approval of the composite scheme of arrangement between the Company (UCL), its respective shareholders
and Utkarsh Small Finance Bank Limited (USFBL), its subsidiary company 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
suchreductioninthefacevalue of the equity share capital of USFBL.

The Proposed Arrangementis expectedto:

a.Achieve partial satisfactionin the process of compliance of the conditions laid down by RBlin relation to the shareholding of
the USFBL (i.e., by dilution of UCL's shareholdingin USFBL from one hundred percent. (100%) tofifty percent. (50%)); and

b. Provide shareholders of UCL with direct shareholding in USFBL, which is presently held through UCL. Consequently, the
shareholdersof UCL cantakeindependent decisionswithrespecttotheirholdingsin UCLand USFBL.

The Proposed Arrangement is 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 Scheme involve any paring of
liabilities (otherthanshareholdersliabilities pursuanttothereductionin the face value of the equity share capital of USFBL).

The Companyisyettoreceive theapproval from National Company Law Tribunal, Allahabad.

This page is intentionally left blank.
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Utkarsh Corelnvest Limited

(Formerly known as Utkarsh Micro Finance Limited)

Notes to standalone financial statements for the year ended 31 March 2020
(Amount in millions unless otherwise stated)

39 Additional Disclosures as required by Reserve Bank of India (RBI)
a) Capital to Risk Asset Ratio (CRAR)

Particulars Gl AL
31March 2020 31March 2019
i) CRAR % (refer Note below) 55.42% 59.00%
i) CRAR -Tier | Capital (%) 55.42% 59.00%
iii) CRAR -Tier Il Capital (%) 0.00% 0.00%
iv) Amount of sub-ordinated debt raised as Tier |l capital Nil Nil
v) Amount raised by issue of Perpetual Debt Instruments = =

Note: The CRAR as at 31 March 2020 disclosed above is as per RBI circular “DNBS (PD) CC No.393/ 03.02.001/ 2014-15
dated1July 2014, Master Circular- Regulatory Framework for Core Investment Companies (CICs)".

CRAR% as at 31 March 2020 has been calculated without considering the fair value changes in other equity as part of free
reserves. If the Company consider the fair value changes in other equity and equity component of financial instruments, the
CRAR%asat31March2020 willbe 106.71%.

b) The Company has the following direct exposure to real estate sector:

Particulars As at As at
31March 2020 31March 2019

Residential Mortgages

Lending fully secured by mortgages on residential property that is or _ _

will be occupied by the borrower or that is rented

c) Maturity pattern of certain items of assets and liabilities:

Particulars 1day to Over1 Over2 Over3 Over 6 Over1 Over3 Over5

(31March 2020) | 30/31days| monthto | monthsto | monthsto | monthsto | yearto | years to years
(Imonth) | 2months | 3months | 6 months | 1year 3years 5 years

Borrowings = = = = = = = =
Advances = = = = = = = =
Deposits accepted = = = = = = = =
Investments = = = = = = = 7,971.93

Particulars 1day to Over1 Over 2 Over 3 Over 6 Over1 Over3 Over5
(31 March 2019) 30/31days| monthto | monthsto | months to | monthsto | yearto | years to years

(Imonth) | 2months | 3months | 6 months | 1year 3years 5 years

Borrowings = = = = = = = =
Advances = = = = = = = =
Deposits accepted - - - - - - - -
Investments 0.20 = S S = = S 717239

UCL
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d) Investments:

Particulars

31March 2020

31 March 2019

Value of Investments

(i) Gross Value of Investments

(a) in India

7,971.93

7,172.61

(a) outside India,

(ii)Provisions for Depreciation

(a)in India

(a) outside India,

(iii)Net Value of Investments

(a)in India

7,971.93

7,172.61

(a) outside India,

Movement of provisions held towards depreciation oninvestments

(i) Opening balance

(i) Add : Provisions made during the year

(iii) Less : Write-off / write-back of excess provisions during the year =

(iv) Closing balance

e) Provision and contingency

Particulars

For the year ended
31 March 2020

For the year ended
31March 2019

Provisions for depreciation on Investment

Provision towards NPA

Provision made towards Income tax 147.60 27.65
Provision for Standard Assets - -
f) Draw down from Reserves
There has been no draw down from reserves during the year ended 31 March 2020 (previous year: Nil).
g) Concentration of Advances, Exposures and NPAs
As at As at

Particulars

31March 2020

31March 2019

Concentration of Advances

Total advances to twenty largest borrowers

(%)of advances to twenty largest borrowers to total advances -

h) Sector wise Non-Performing Assets (NPA)

Sector

Percentage of NPAs to total advances in that sector

As at 31 March 2020

As at 31 March 2019

Agriculture & allied activities

MSME

Corporate borrowers

Services

Unsecured personal loans

Auto loans

Other personal loans

I[WR ANNUAL REPORT 96




i) Movementin Non-Performing Asset (NPA)

For the year ended | For the year ended

Particulars 31March 2020 31March 2019

Net NPA to net advances percentage - 3
Movement of NPAs (Gross)

a) Opening balance = =

b) Additions during the year = -

c) Reduction during the year = -

d) Closing balance = =

Movement of net NPAs

a) Opening balance = =

b) Additions during the year = -

c) Reduction during the year = -

d) Closing balance = =

Movement of provisions for NPAs (excluding provisions on standard assets)

a) Opening balance = =

b) Provisions made during the year = =

c) Write off/ write back of excess provisions = =

d) Closing balance - -

j)  Disclosure with respect to customer complaints

Particulars Number of complaints

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

No. of complaints pending at the beginning of the year - -

No. of complaints received during the year - -

No. of complaints redressed during the year - -

No. of complaints pending at the end of the year - =

k) Details of Single Borrower Limit (SBL) / Group Borrower Limit (GBL) exceeded by the NBFC:
The Company has not exceeded the prudential exposure limits during the financial year ended 31 March 2020 and
31March 2019

1)  Registration obtained from other financial sector regulators

Regulator Registration No. Date of Registration

Ministry of Corporate Affairs U65191UP1990PLC0O45609 24 June 2016

m) Details of penalties imposed by RBl and other regulators

No penalties has been imposed by RBl and other regulators on the Company during the financial year ended 31 March 2020
and 31March 2019. Aside, during FY20,anamountof INR4.31has been paid to RBlagainst compoundingfees.

n) Unsecured Advances

The Company has not given any unsecured advances against intangible securities such as charge over the rights, licenses,
authority, etc.during the financialyearended 31March 2020 and 31March 2019

o) Details of non-performing financial assets purchased / sold

The Company hasnot purchased/sold any non-performing financial assets during the financial yearended 31March 2020 and
31March 2019

I[WN ANNUAL REPORT 97



1exol

aA0qe se speay dyioads ay3 Jopun Buiuod jou pnedy jo adAy Jayjo Auy

suoljoesuel} abueyoxe ubleloy Ul saljie|nball|

Kisbioy pue Bunesy)

sabepioys ysed pue aousbiibaN

uoneoynelb [ebay)l
10} 10 plemal 10} POPUSIXS SSI[10.) }IPaIDd pasiioyineun

‘Apadoud Jo UOISIOAUOD pUE SUNODDE SNOI}IdY YBNnoayy 1o
SJUNODDE JO SY00( 4O uole|ndiuew /jusuwysedus yus|npnel

}snJ] Jo yoealg [euiwi)d

pue uonendoiddesi|

pneiq jo adA] (g

1e3ol

SIoWo}IsND pue yeis

SJouwolsn)d

HEIS

PaA|OAUl UOSIad (Y

(4NI1) @njep

Sjunodde JO 'ON

(4NI1) @njep

Sjunodde JO 'ON

(4NI1) enjep

Sjunodde JO 'ON

UxeT G UNI ueys 1ol

yxeq G aNI o1 yyeq LANI

yxe L ¥N| ueyy ssa

siejnoiped

0202 Y21e| L€ papus Jeak ay) Buung

2102 Yd1e W Z P23eP 21-1102/210°01'€0/952 "ON DD "dd "SANJ ®PIA 0202 Y218 LE Popua Jeak ay Buninp papiodas spnelj jo ainso|dsiq

(d

I[¥R ANNUAL REPORT 98



‘papiroid jou
a1e GLOZ AINr 1O Po¥ep 91-G10Z/6L1'01'E0/ES0ON"DD (Ad) HANA Sp!IA sdAeAllsp 03 Buluiepad 2inso|asip A|BUIPI0DDY 610 Y2IBIA LE PUB OZOZ Y24BIA LE Je Se soAlleAsp ouale oyl (4

‘sjosse seastano buipiebal suoijoesuely o ainsodxs ou sey Auedwod oy (b

- - - - - - jelol

aAOQe Se speay dyloads sy} Jopun Buiuwod jou pnely jo adAy sayjo Auy

suoljoesuely abueyoxs ubialoy ul saijue|nbaul|

Aiabioy pue Bunesyd

sefelioys ysed pue aouabi|baN

uoneoyiyelb |ebaj)l
10} 10 pleMaJ 10} POPUSIXS SOIH|1D.) HPaID pasiioyineun

‘Ayiedoud o UoISISBAUOD pue SJUNO0DE SNON}IIOY YbBnouyy Jo
S}UNODDE JO SY00( 40 Uolje|ndiuew /3usuwysedsud Jus|npnel

}SNJ| JO yoeaig [euiuid

pue uoljeldoiddesi|n|

pneiq joadA] (g

e - - - - - leol

SIBWO0ISND) pue Jeis

siowolsn)d

- - - - - - Heis

paAjoAUl Uostad (V

(4NI) @njea S3UNOde JO "ON (4NI) @njea S3UNOde JO "ON (4NI) @njea S3UNOde JO "ON

siejnoijed

yxeq g AN| ueyy aioly YPeT G 4ANI o3 yxeq L dINI UY3eT L AN| ueyy ssaT

-:6102 Y21e|A LE popus Jeak ay) Bunung
(PenuiU0d) 210Z Y218 Z P3EP 21-1102/2P0°0L'E0/952 'ON DD "dd "SANA 3P!A 0Z0Z U218l LE PapUus Jeak ay} Buunp payioda spnely jo ainsopdsiq  (d




As per our report of even date attached.

for Haribhakti & Co. LLP
Chartered Accountants
ICAI Firm Registration No.103523W/W100048

Purushottam Nyati
Partner
Membership No: 118970

Place: Mumbai
Date: 09 June 2020

I[¥R ANNUAL REPORT 100

for and on behalf of Board of Directors of
Utkarsh Corelnvest Limited
CIN: U65191UP1990PLC045609

Ashwani Kumar
Managing Directorand CEO
DIN: 07030311

Neeraj Kumar Tiwari
Company Secretary
ACS: 37761

Place: Varanasi & Chennai*
Date: 09 June 2020

G.S. Sundararajan*
Chairperson
DIN: 00361030

Harshit Agrawal
Chief Financial Officer
ACA: 417412




Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to the standalone financial statements for the year ended 31 March 2020
(Allamounts are in INR millions, unless otherwise stated)

1. Reporting Entity

Utkarsh Coreinvest Limited (“the Company’ or ‘Holding Company”) is domiciled in India. The Company is
havingitsregistered office at Varanasi. The Company was formerly known as Utkarsh Micro Finance Limited
andgotthenamechangedto Utkarsh Coreinvest Limited w.e.f.11October2018.

The companywas primarilyengagedin the business of micro finance, following group lending methodology
and providing small value unsecured bank loans to lower income group of below poverty line (‘BPL") in
urban and rural areas. During the financial year 2016-17, the Company executed a business transfer
agreement with its subsidiary Company ‘Utkarsh Small Finance Bank Limited’ (USFB’) and transferred all
its assets and liabilities (except certain statutory assets, vehicle and statutory liabilities). Accordingly, the
business of microfinancewasalsotransferred to USFB.

On 3 May 2018, the RBI has granted its approval to the Holding Company for carrying on the business of a
Non-Deposit taking- Systemically Important Core Investment Company (CIC-ND-SI) under the
Certificate No C.07.00781.

2. Significant Accounting Policies

The Company has consistently applied the following accounting policies to all periods presented in the
financial statements.

a. Basis of preparation

i. Statementofcompliance
The financial statements of the Company comply in all material aspects with Indian Accounting
Standards (“Ind AS”) as prescribed under Section 133 of the Companies Act, 2013 (“the Act”), as
notified under the Companies (Indian Accounting Standards) Rules, 2015 (as amended) and
otherrelevant provisions of the Act.

These financial statements were authorised for issue by the Company’s Board of directors on 9
June2020.

The Company is regulated by the Reserve Bank of India (‘RBI’). The RBI periodically
issues/amends directions, regulations and/or guidance (collectively “Regulatory Framework”)
coveringvarious aspects of the operation of the Company, including those relating to accounting
for certain types of transactions. The Regulatory Framework contains specific instructions that
need to be followed by the Company in preparing its financial statements. The financial
statements forthe current and previous year may need to undergo changesin measurementand
/orpresentation uponreceipt of clarificationsonthe Regulatory Framework orchangesthereto.

ii. Basisof measurement
These standalone financial statements have been prepared on a historical cost basis, except for
thefollowing materialitems:

¢ Net defined benefit (asset)/ liability - fair value of plan assets less present value of defined
benefit obligation

iii. Functionalandpresentationcurrency
These financial statements are presented in Indian Rupee (INR), which is the Company’s
functional currency. All amounts have been rounded to the nearest million rupees, unless
otherwisestated.
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iv. Useofjudgementsandestimates
In preparing these financial statements, management has made judgments, estimates and
assumptions that affect the application of the Company’s accounting policies and the reported
amounts of assets, liabilities, income and expenses. Management believes that the estimates
used in the preparation of these financial statements are prudent and reasonable. Actual results
may differfromthese estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates
arerecognised prospectively.

A. Judgements
Information about the judgements made in applying accounting policies that have the most significant
effectsontheamountsrecognisedinthestandalonefinancial statements have been given below:

Note 33 - classification of financial assets: assessment of business model within which the assets are held
and assessment of whetherthe contractual terms of the financial asset are solely payments of principal and
interestonthe principalamountoutstanding.

B. Assumptions and estimation uncertainties
Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustmentinthe standalonefinancial statementsforthe every period endedisincluded below:

e Note28-measurementofdefined benefitobligations: keyactuarialassumptions;

¢ Note8-usefullifeandresidualvalue of property, plantand equipment

¢ Note34-impairmentoffinancial assets: keyassumptionsindeterminingthe averagelossrate
¢ Note33-Fairvalue measurementoffinancialinstruments

b. Revenue Recognition

i. Dividendisaccountedonanaccrualbasiswhentherighttoreceivethedividendisestablished.

i. Income from interest on deposits and interest bearing securities is recognised on a time
proportion basistakingintoaccounttheamountoutstandingand the effectiveinterestrate.

iii. Allotherfeesareaccountedforasandwhentheybecomedue.

c. Financial Instruments

Afinancialinstrumentisany contract that givesrise to afinancial asset of one entity and a financial liability or
equityinstrumentofanotherentity.

Financial assets

Initialrecognition and measurement

The Company initially recognises loans and advances on the date on which they are originated. All other
financial assets arerecognised on the trade date, which is the date on which the Company becomes a party
tothecontractual provision of theinstrument.

Allfinancial assets are recognised initially at fair value plus, in the case of financial assets not recorded at fair
value through profitorloss, transaction coststhatare attributable to the acquisition of the financial asset.

Classification and subsequent measurement

Classifications

The Company classifies its financial assets as subsequently measured at either amortised cost or fair value
depending on the Company’s business model for managing the financial assets and the contractual cash
flow characteristics of the financial assets.
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Business model assessment

The Company makes an assessment of the objective of a business model in which an asset is held at a
portfolio level because this best reflects the way the business is managed and information is provided to
management. Theinformation consideredincludes:

o therisksthataffectthe performance ofthe business model (andthe financial assets held within
thatbusiness model)and howthoserisksare managed.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic
lending risks and costs (e.g. liquidity riskand administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Company
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would notmeet thiscondition.

Debtinstrumentsatamortised cost
Afinancialassetismeasuredatamortised costonlyif both of the following conditionsare met:

e it is held within a business model whose objective is to hold assets in order to collect
contractual cashflows.

* the contractual terms of the financial asset represent contractual cash flows that are solely
payments of principalandinterest.

Afterinitial measurement, such financial assets are subsequently measured at amortised cost using the EIR
method. Amortised cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the EIR. The EIR amortisation is included in finance income in the
profitorloss. Thelossesarising from ECLimpairmentarerecognisedinthe profitorloss.

Debtinstrumentatfairvalue through Other Comprehensive Income (FVTOCI)
Afinancialassetis measuredatamortised costonlyif both of the following conditionsare met:

» itis held within a business model whose objective is achieved by both collecting contractual
cashflowsandsellingfinancial assets.

* the contractual terms of the financial asset represent contractual cash flows that are solely
payments of principalandinterest.

Afterinitialmeasurement, such financial assets are subsequently measured at fair value with changesin fair
value recognised in other comprehensive income (OCI). Interest income is recognised basis EIR method
andthelossesarisingfrom ECLimpairmentarerecognisedinthe profitorloss.

Debtinstrument at fairvalue through profitandloss (FVTPL)
Any debtinstrument, which does not meet the criteria for categorisation asatamortised cost oras FVTOC],
isclassifiedasat FVTPL.

Debt instruments included within the FVTPL category are measured at fair value with all changes
recognisedinthestatementof profitandloss.

Instruments at fairvalue through profitand loss (FVTPL)

The Company classifies its investment in financial assets at fair value through profit and loss. The said
classification depends upon the entity's business model for managing the financial assets and the
contractual terms of the cash flow. The said assets are measured at fair value whose gains and losses shall be
recordedinstatementof profitorloss.
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Reclassification of financial assets
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
Companychangesits business model formanaging financial assets.

Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar financial
assets)isprimarily derecognised (i.e.removedfromthe Company’s balance sheet) when:

* Therightstoreceive cashflowsfromtheassethaveexpired,or

» The Company has transferredits rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and either (a) the Company has transferred substantially all the
risks and rewards of the asset, or (b) the Company has neither transferred nor retained
substantiallyalltherisksandrewards of the asset, but hastransferred control of the asset

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluatesif and to what extent it has retained the risks and rewards of ownership. If
the Company evaluatesthatsubstantial riskand reward have not been transferred, the Company continues
to recognise the transferred asset. If the Company evaluates that substantial risk and rewards are neither
transferred nor retained and the control of the asset is also not transferred, the Company continues to
recognise the transferred asset to the extent of the Company's continuing involvement. In that case, the
Company also recognises an associated liability. The transferred asset and the associated liability are
measuredonabasisthatreflectstherightsand obligationsthatthe Companyhasretained.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset derecognised) and the sum of (i) the consideration
received (including any new asset obtained less any new liability assumed) and (ii) any cumulative gain or
lossthathad beenrecognisedin OClisrecognisedin profitorloss.

Financial liabilities

Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss
oramortised cost,asappropriate.

All financial liabilities are recognised initially at fair value and, in the case of amortised cost, net of directly
attributabletransaction costs.

Classification and subsequent measurement
The measurement offinancialliabilities dependsontheir classification, as described below:

Financial Liabilities measured at amortised cost

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised
cost using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are
derecognisedaswellasthroughthe EIRamortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or
coststhatareanintegral partofthe EIR. The EIRamortisationisincludedasfinance costsinthe statement of
profitandloss.

Financial liabilities designated at fairvalue through profit and loss
When afinancialliability contract contains one or more embedded derivative, the Company may designate
theentire hybrid contractasatfairvalue through profitandlossunless:
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* the embedded derivative(s) do(es) not significantly modify the cash flows that otherwise
would berequired by the contract; or

e it is clear with little or no analysis when a similar hybrid instrument is first considered that
separation of the embedded derivative(s) is prohibited, such as a prepayment option
embeddedinaloan that permits the holder to prepay the loan for approximately its amortised
cost.

The fair valuation change on the liabilities subsequently measured at fair value through profit and loss
account is recognised in profit and loss account except the changes in the liablity’s credit risk which is
recognisedin‘Other Comprehensive Income’

Derecognition of financial liabilities
The Company derecognisesafinanciallliability whenits contractual obligations are discharged orcancelled,
orexpire.

Modifications of financial assets and financial liabilities

Financial assets

If the terms of a financial asset are modified, the Company evaluates whether the cash flows of the modified
asset are substantially different. If the cash flows are substantially different, then the contractual rights to
cash flows from the original financial asset are deemed to have expired. In this case, the original financial
assetisderecognisedandanewfinancialassetisrecognisedat fairvalue.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then the
modification does not result in derecognition of the financial asset. In this case, the Company recalculates
the gross carryingamount of the financial asset and recognises the amount arising from adjusting the gross
carryingamountasamodification gain orlossin profit orloss. If such a modificationis carried out because of
financial difficulties of the borrower, then the gain or loss is presented together with impairment losses. In
othercases,itispresentedasinterestincome.

Financial liabilities

The Company derecognises a financial liability when its terms are modified and the cash flows of the
modified liability are substantially different. In this case, a new financial liability or equity based on the
modified terms is recognised at fair value. The difference between the carrying amount of the financial
liability extinguished and the new financial liability or equity recognised with modified termsisrecognisedin
profitorlossorinotherequityin casethesameisatransactionwith the shareholders.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amountis reported in the balance sheet when
thereis alegally enforceable right to offset the recognised amounts and there is an intention to settleon a
net basis, orrealise the asset and settle theliability simultaneously (‘'the offset criteria’).

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the
mostadvantageous market towhichthe Company hasaccessatthatdate. Thefairvalue of aliability reflects
itnon-performancerisk.

When one is available, the Company measures the fair value of an instrument using the quoted price in an
active market for that instrument. A market is regarded as active if transactions for the asset or liability take
place with sufficientfrequency andvolumeto provide pricinginformation onanongoing basis.

I[WN ANNUAL REPORT 105



If there is no quoted price in an active market, then the Company uses valuation techniques that maximise
the use of relevant observable inputsand minimise the use of unobservable inputs. The valuation technique
incorporatesallofthefactorsthat market participantswouldtakeintoaccountin pricingatransaction.

The best evidence of the fair value of a financial instrument oninitial recognition is normally the transaction
price i.e. the fair value of consideration given or received. If the Company determines that the fair value on
initial recognition differs from the transaction price and the fair value is evidenced neither by a quoted price
in an active market nor based on a valuation technique for which any unobservable inputs are judged to be
insignificant in relation to measurement, then the financial instrument is initially measured at fair value,
adjusted to defer the difference between the fair value and the transaction price. Subsequently, that
differenceisrecognisedin profitorlossonanappropriate basisoverthelife of theinstrument.

d. Impairment of Financial Assets

Impairment of financialinstruments
The Companyrecognisesimpairmentallowancesfor ECLonallthefinancialassetsthatare not measuredat
FVTPL:

e Financialassetsthataredebtinstruments

Noimpairmentlossisrecognised onequityinvestments.

ECLareprobabilityweighted estimate of creditlosses. They are measured as follows:

» Financial assets that are not creditimpaired - as the present value of all cash shortfalls that are
possiblewithin12monthsafterthereportingdate.

With respect to other financial assets, the Company measures the loss allowance at an amount equal to
lifetime expected creditlosses.

e. Investment in Subsidiaries

Investments in subsidiaries are carried at cost less accumulated impairment losses, if any. Where an
indication of impairment exists, the carrying amount of the investment is assessed and written down
immediately to its recoverable amount. On disposal of investments in subsidiaries, the difference between
netdisposal proceedsandthecarryingamountsarerecognisedinthe Statement of Profitand Loss.

f. Foreign Currency transactions and balances

Foreign currency transactions are recorded using the exchange rates prevailing on the dates of the
respective transactions. Exchange differences arising on foreign currency transactions settled during the
yeararerecognisedinthe Statement of Profitand Loss.

Monetary assets and liabilities denominated in foreign currencies as at the balance sheet date, not covered
by forward exchange contracts, are translated at year end rates. The resultant exchange differences are
recognisedinthe Statement of Profitand Loss. Non-monetary assets arerecorded at therates prevailingon
thedateofthetransaction.

Property, Plant and Equipment(PPE)

Initial Measurement
Property, plant and equipment are stated at cost less accumulated depreciation as adjusted for
impairment,ifany.
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If significant parts of an item of property, plant and equipment have different useful lives, then they are
accounted for as a separate items (major components) of property, plant and equipment. Any gain on
disposal of property, plantand equipmentisrecognisedin statement of Profitandloss.

Anygainondisposal of property, plantand equipmentisrecognisedin statement of profitandloss.

The Company has elected to continue with the carrying value for all of its property, plantand equipment as
recognised in the financial statements as at the date of transition to Ind AS, measured as per the previous
GAAPanduseditasitsdeemed costasatthedate of transition.

Subsequent Measurement
Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated
with the expenditure willflowtothe Company.

Impairment

Carryingamounts of cash generatingassetsarereviewed at each Balance Sheet datetodetermine whether
thereisanyimpairment. Impairment loss, if any, is recognised in the statement of Profit and Loss whenever
the carryingamountexceedstherecoverableamount.

Depreciation

Depreciationis provided as per straight-line method from the date of addition over the estimated useful life
of the asset. The management believes that depreciation rates currently used, fairly reflect its estimate of
the useful lives and residual values of property, plant and equipment which are in accordance with lives
prescribed under Schedule llof Companies Act, 2013.

Depreciation methods, useful lives and residual values are reviewed in each financial year end and changes,
ifany,areaccountedforprospectively.

h. Employee benefits

i. Shorttermemployee benefits
Short-term employee benefits are expensed as the related service is provided. A liability is
recognised fortheamount expectedto be paidifthe Company hasa presentlegal orconstructive
obligation to pay this amount as a result of past service provided by the employee and the
obligationcanbeestimatedreliably.

ii. Share-based paymentarrangements
The Company hasformulated an Employees Stock Option Scheme to be administered through a
Trust and also issues options to employees which are not routed through trust. The scheme
provides that subject to continued employment with the Company, the employees are granted
an option to acquire equity shares of the Company that may be exercised within a specified
period.

The grant-date fair value of equity-settled share-based payment arrangements granted to
employees is generally recognised as an expense, with a corresponding increase in equity, over
the vesting period of the awards. The amount recognised as an expense is adjusted to reflect the
number of awards for which the related service conditions are expected to be met, such that the
amount ultimately recognised is based on the number of awards that meet the related service
conditionsatthevestingdate.

iii. Defined contributionplans
Obligations for contributions to defined contribution plans are expensed as the related service is
provided. The Company hasfollowing defined contribution plans:
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Provident Fund

The Company contributes to mandatory government administered provident funds which are defined
contribution schemes as the Company does not carry any further obligation, apart from the contributions
made on a monthly basis. The contributions are accounted for on an accrual basis and recognised in the
statementof Profitand Loss

iv. Definedbenefitplans
The Company's net obligation in respect of gratuity is calculated separately for each plan by
estimating the amount of future benefit that employees have earned in the current and prior
periods, discountingthatamountanddeductingthefairvalue ofany plan assets.

The calculation of defined benefit obligations is performed annually by a qualified actuary using
the projected unit credit method. When the calculation results in a potential asset for the
Company, the recognised asset is limited to the present value of economic benefits available in
the form of any future refunds from the plan or reductions in future contributions to the plan. To
calculate the present value of economic benefits, consideration is given to any applicable
minimum funding requirements.

Remeasurement of the net defined benefit liability, which comprise actuarial gainsand losses, the
return on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding
interest), are recognised immediately in Other Comprehensive Income. Net interest expense
(income) on the net defined liability (assets) is computed by applying the discount rate, used to
measure the net defined liability (asset), to the net defined liability (asset) at the start of the
financial year after taking into account any changes as a result of contribution and benefit
payments during the year. Net interest expense and other expenses related to defined benefit
plansarerecognisedin profitorloss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in
benefit that relates to past service or the gain or loss on curtailment is recognised immediately in
profit or loss. The Company recognises gains and losses on the settlement of a defined benefit
planwhenthesettlementoccurs.

v. Otherlong-term employee benefits
The Company's net obligation in respect of long-term employee benefits is the amount of future
benefit that employees have earned in return for their service in the current and prior periods.
That benefit is discounted to determine its present value. Re-measurements are recognised in
profitorlossinthe periodinwhichtheyarise.

i. Income Tax

Income tax expense comprises of current tax. It is recognised in profit or loss except to the extent that it
relatestoitemsrecogniseddirectlyinequity orin Other Comprehensive Income.

Current tax

Currenttaxcomprises the expected tax payable orreceivable on the taxableincome orloss forthe yearand
any adjustment to the tax payable or receivable in respect of previous years. It is measured using tax rates
enactedorsubstantivelyenacted atthereporting date.

Currenttaxassetsandliabilitiesare offset onlyif, the Company:

* hasalegallyenforceablerighttosetofftherecognisedamounts;and

e intends either to settle on a net basis, or to realise the asset and settle the liability
simultaneously.
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j- Cash and Cash Equivalents

Cashandcashequivalentsinclude cashinhand, balanceswith RBI, balanceswith otherbanksand money at
callandshortnotice.

Cashandcashequivalentsare carriedatamortised costinthe statement of financial position.

k. Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operatingdecision maker.

The board of directors of the Company has been identified as the chief operating decision maker for the
Company.

I. Provision, Contingent Liabilities and Contingent Assets

The Company creates a provision when thereis a present obligation as aresult of a past event that probably
requires an outflow of resources and a reliable estimate of the amount of the obligation can be made.
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the liability. The unwinding
ofthediscountisrecognisedasfinancecost.

Adisclosure for 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.

The provisions are reviewed at each Balance Sheet date and adjusted to reflect the current best estimate.
Where aninflow of economic benefitsis probable, an entity shall disclose a brief description of the nature of
the contingent assets at the end of the reporting period, and, where practicable, an estimate of their
financial effect.

Contingent assets are not recognised in the financial statements but disclosed, where an inflow of
economicbenefitisprobable.

m. Leases

TransitiontoInd AS116

Ministry of Corporate Affairs ("MCA") through Companies (Indian Accounting Standards) Amendment
Rules, 2019 and Companies (Indian Accounting Standards) Second Amendment Rules, has notified Ind AS
116 Leases which replaces the existing lease standard, Ind AS 17 leases, and otherinterpretations. Ind AS 116
sets out the principles for the recognition, measurement, presentation and disclosure of leases for both
lesseesand lessors. Itintroducesasingle, on-balance sheetlease accounting modelforlessees.

The Company hasadopted Ind AS 116, effective annual reporting period beginning April 1,2019 and applied
the standard to its leases. For transition, the Company has elected not to apply the requirements of Ind AS
116 to leases which are expiring within 12 months from the date of transition. The Company has also used the
practical expedient provided by the standard when applying Ind AS 116 to leases previously classified as
operatingleasesunderInd AS17and therefore, hasnotreassessed whethera contract, isorcontainsalease,
atthedateofinitialapplication.

The Company'slease asset class consists of lease for building takenon lease.
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Acontractis,orcontains, aleaseifthe contract conveystherighttocontrolthe use of anidentified assetfora
timeinexchangeforaconsideration.

The Company haselected nottorecogniseright-of-use assetsandleaseliabilities forshort-term leases that
have a lease term of 12 months or less. The Company recognises the lease payments associated with these
leasesasanexpenseovertheleaseterm.

n. Recent Indian Accounting Standards (Ind AS)

Ministry of Corporate Affairs ("MCA") notifies new standard or amendments to the existing standards.
Thereisnosuchnotificationwhich would have beenapplicable from April1,2020.
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INDEPENDENT AUDITOR'S REPORT

To the Members of
Utkarsh Corelnvest Limited
(formerly known as Utkarsh Micro Finance Limited)

Report on the Audit of the Consolidated Ind AS Financial Statements

Opinion

We have audited the accompanying consolidated Ind AS financial statements of Utkarsh Coreinvest
Limited (hereinafterreferred to as “the Holding Company”) and its subsidiaries (the Holding Company and
its subsidiaries together referred to as “the Group”) comprising of the Consolidated Balance Sheet as at
March 31,2020, the Consolidated Statement of Profit and Loss (including Other Comprehensive Income),
the Consolidated Statement of Changes in Equity and the Consolidated Statement of Cash Flows for the
year then ended, and notes to the consolidated Ind AS financial statements including a summary of the
significant accounting policies and other explanatory information (hereinafter referred to as “consolidated
Ind ASfinancial statements”).

Inouropinionandtothe best of ourinformationandaccordingtothe explanations giventousandbasedon
the consideration of report of other auditor on separate Ind AS financial statements and on the other
financial information of the subsidiary, the aforesaid consolidated Ind AS financial statements give the
information required by the Companies Act, 2013 (“the Act”) in the manner so required and give a true and
fair view in conformity with the accounting principles generally accepted in India including the Indian
Accounting Standards (“Ind AS”) prescribed undersection 133 of the Act, of the consolidated state of affairs
ofthe Group, as at March 31,2020, their consolidated profit (including other comprehensive income), their
consolidated changesin equity and theirconsolidated cash flowsforthe yearended onthatdate.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) specified under section
143(10) of the Act. Our responsibilities under those Standards are further described in the Auditor's
Responsibilities for the Audit of the Consolidated Ind AS Financial Statements section of our report. We
are independent of the Group 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
consolidated Ind AS financial statements under the provisions of the Act and Rules thereunder, and we
have fulfilled 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
forouropiniononthe consolidated Ind ASfinancial statements.

Emphasis of Matter

We draw attention to Note 46 to the consolidated Ind AS financial statements which explains that the
extent to which COVID-19 pandemic willimpact the Group's operations and financial results is dependent
onfuturedevelopments, which are highly uncertain.

Ouropinionisnot modifiedinrespect of this matter.

Otherinformation

The Holding Company's Board of Directors is responsible for the otherinformation. The other information
comprises the information included in the Holding Company's Directors' Report and Management
Discussion and Analysis and other elements forming part of the Annual Report but does not include the
standalone Ind AS financial statements, consolidated Ind AS financial statements and our auditor's report
thereon.The otherinformationisexpectedtobemadeavailabletousafterthe date of thisreport.
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Our opinion on the consolidated Ind AS financial statements does not cover the other information
accordingly, we do not express any form of assurance conclusion thereon. In connection with our audit of
the consolidated Ind AS 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 consolidated Ind AS financial statements or our knowledge obtained in the audit or
otherwise appearstobematerially misstated.

When we read the other information, if we conclude that there is a material misstatement therein, we are
requiredtocommunicatethe mattertothose chargedwith governance.

Responsibilities of Management and Those Charged with Governance for the Consolidated Ind AS

Financial Statements

The Holding Company's Board of Directors is responsible for the preparation and presentation of these
consolidated Ind AS financial statements in terms of the requirements of the Act that give a true and fair
view of the consolidated financial position, consolidated financial performance (including other
comprehensive income), consolidated changes in equity and consolidated cash flows of the Group in
accordance with the accounting principles generally accepted in India, including Ind AS prescribed under
section 133 of the Act, read with the Companies (Indian Accounting Standards) Rules, 2015, as amended.
Therespective Board of Directors of the companiesincludedin the Group are responsible for maintenance
of adequate accounting records in accordance with the provisions of the Act for safeguarding the assets of
the Group and for preventing and detecting frauds and otherirregularities; the 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 Ind AS financial statements that give a true and fair view and are free
from material misstatement, whether due to fraud or error, which have been used for the purpose of
preparation of the consolidated Ind AS financial statements by the Directors of the Holding Company, as
aforesaid.

In preparing the consolidated Ind AS financial statements, the respective Board of Directors of the
companies included in the Group are responsible for assessing the ability of the Group to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management eitherintends to liquidate the Group orto cease operations, or has
norealisticalternative buttodoso.

The respective Board of Directors of the companies included in the Group are responsible for overseeing
thefinancialreporting processofthe Group.

Auditor's Responsibilities for the Audit of the Consolidated Ind AS Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated Ind AS 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
guaranteethatanauditconductedinaccordance with SAs will always detecta material misstatementwhen
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated Ind AS financial statements. As part of an audit in accordance with SAs, we
exercise professionaljudgmentand maintain professional skepticismthroughout the audit. We also:
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°|dentify and assess the risks of material misstatement of the consolidated Ind AS financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence thatis sufficientand 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, orthe override of internal control.

*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 Holding Company and its subsidiary companies, which are
companies incorporated in India, have adequate internal financial controls with reference to financial
statementsinplaceandthe operating effectiveness of such controls.

*Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimatesandrelated disclosures made by 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 ability of the Group 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 disclosuresinthe consolidated Ind ASfinancial statementsor, if such disclosuresareinadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor'sreport. However, future events or conditions may cause the Group to cease to continue asagoing
concern.

*Evaluate the overall presentation, structure and content of the consolidated Ind AS financial statements,
including the disclosures, and whether the consolidated Ind AS financial statements represent the
underlyingtransactionsandeventsinamannerthatachievesfairpresentation.

*Obtain sufficientappropriate audit evidence regarding the financial information of the entities or business
activities within the Group of which we are the independent auditors, to express an opinion on the
consolidated Ind AS financial statements. We are responsible for the direction, supervision and
performance of the audit of the Ind AS financial statements of such entities included in the consolidated
Ind AS financial statements of which we are the independent auditors. For the other entity included in the
consolidated Ind AS financial statements, which have been audited by other auditor, such other auditor
remain responsible for the direction, supervision and performance of the audits carried out by them. We
remainsolely responsible forouraudit opinion.

We communicate with those charged with governance of the Holding Company and such other entities
included in the consolidated Ind AS financial statements of which we are the independent auditors
regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including anysignificant deficienciesininternal controlthat weidentify 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.
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(a) WedidnotaudittheInd ASfinancial statements of one subsidiary, whose Ind AS financial statements
reflects total assets of Rs. 14.65 million and net assets of Rs. 2.84 million as at March 31, 2020, total
revenues of Rs. 29.81 million and net cash inflows amounting to Rs. 10.18 million for the year ended on
that date, as considered in the consolidated Ind AS financial statements. This Ind AS financial
statements have been audited by other auditor whose report has been furnished to us by the
managementand our opinion on the consolidated Ind AS financial statements, in so farasitrelates to
the amounts and disclosures included in respect of this subsidiary and our report in terms of section
143(3) of the Act, in so far as it relates to the aforesaid subsidiary, is based solely on the report of the
otherauditor.

(b) Theaudit of consolidated Ind AS financial statements for the year ended March 31,2020, was carried
outandreported by another firm of Chartered Accountants, vide theirunmodified audit report dated
June 28, 2019, whose report has been furnished to us by the management and which has been relied
upon by usforthe purpose of ouraudit of the consolidated Ind AS financial statements.

Ouropiniononthe consolidated Ind AS financial statements and ourreport on Other Legal and Regulatory
Requirements below, is not modified in respect of the above matters with respect to our reliance on the
workdoneandthereportofthe otherauditor.

Report on Other Legal and Regulatory Requirements

As required by section 143(3) of the Act, based on our audit and on the consideration of report of the other
auditoronseparate Ind AS financial statementsand the otherfinancialinformation of subsidiary,asnotedin
the Other Matterssectionabovewereport,totheextentapplicable, that:

a. We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit of the aforesaid consolidated
Ind ASfinancial statements;

b. Inouropinion, properbooks of account asrequired by law relating to preparation of the aforesaid
consolidated Ind ASfinancial statements have been keptsofarasitappearsfrom ourexamination
ofthose booksandthereportsofthe otherauditors;

c. The Consolidated Balance Sheet, the Consolidated Statement of Profit and Loss (including
Other Comprehensive Income), the Consolidated Statement of Changes in Equity and the
Consolidated Statement of Cash Flows dealt with by this report are in agreement with the
relevantbooks of account maintainedforthe purpose of preparation of the consolidated Ind AS
financial statements;

d. In our opinion, the aforesaid consolidated Ind AS financial statements comply with the Ind AS
specified under section 133 of the Act read with the Companies (Indian Accounting Standards)
Rules, 2015,asamended;

e. Onthe basis of the written representations received from the directors of the Holding Company
ason March 31,2020 taken on record by the Board of Directors of the Holding Company and the
reports of the statutory auditors of its subsidiary companies, incorporated in India, none of the
directors of the Group companies, incorporated in India, is disqualified as on March 31,2020 from
beingappointedasadirectorintermsofsection164(2) of the Act;

f.  With respect to the adequacy of the internal financial controls with reference to financial
statements of the Holding Company and its subsidiary companies incorporated in India and the
operating effectiveness of such controls, referto ourseparatereportin “Annexure1”;
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g. Withrespect to the other matters to be included in the Auditor's Report in accordance with the
requirementsofsection197(16) of the Act:

In our opinion and to the best of ourinformation and according to the explanations given to us by
the Holding Company andthe report of the statutory auditor of its subsidiary company otherthan
Utkarsh Small Finance Bank Limited (hereinafter referred to as “Bank”) incorporated in India, the
remuneration paid/ provided to their directors during the year by the Holding Company and
subsidiary company other than Bankincorporatedin Indiais in accordance with the provisions of
section 197 of the Act. Further, requirements prescribed under section 197 of the Act is not
applicabletothe Bank by virtue of section 35B (2A) of the Banking Regulation Act, 1949;

h.  Withrespecttotheothermatterstobeincludedinthe Auditor's Reportinaccordancewith Rule 11
of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our
informationandaccordingtotheexplanationsgiventous:

(i) The consolidated Ind AS financial statements disclose the impact of pending litigations on
the consolidated financial position of the Group - Refer Note 32 to the consolidated Ind AS
financial statements;

(i) Provision has been made in the consolidated Ind AS financial statements, as required under
the applicable law or accounting standards, for material foreseeable losses, if any, on long-
term contracts including derivative contracts - Refer Note 4 and 17 to the consolidated Ind
ASfinancialstatementsinrespect of suchitemsasitrelatestothe Group;

(iii) There has been no delay in transferring amounts, required to be transferred, to the Investor
Education and Protection Fund by the Holding Company and its subsidiary companies
incorporatedinIndia.

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

Purushottam Nyati

Partner
Place: Mumbai Membership No. 118970
Date: June 9,2020 UDIN: 20118970AAAACR7178
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ANNEXURE1TO THE INDEPENDENT AUDITOR'S REPORT

[Referred to in paragraph 2(f) under '‘Report on Other Legal and Regulatory Requirements' section in our
Independent Auditor's Report of even date to the members of Utkarsh Coreinvest Limited on the
consolidated Ind ASfinancial statementsforthe yearended 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”)

In conjunction with ouraudit of the consolidated Ind AS financial statements of Utkarsh Coreinvest Limited
(“Holding Company”) as of and for the year ended March 31, 2020, we have audited the internal financial
controls with reference to financial statements of the Holding Company and its subsidiary companies,
whicharecompaniesincorporatedinIndia, asof that date.

Management's Responsibility for Internal Financial Controls

The respective Board of Directors of the Holding Company and its subsidiary companies which are
companiesincorporatedin India, areresponsible for establishingand maintaininginternal financial controls
based on the internal control with reference to financial statements criteria established by the Holding
Company considering the essential components of internal control statedinthe 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 adequateinternalfinancial controls that were operating effectively forensuring the orderly
and efficient conduct of its business, including adherence to the respective company'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 underthe Act.

Auditor's Responsibility

Our responsibility is to express an opinion on the internal financial controls with reference to financial
statements of Holding Company and its subsidiary companies which are companiesincorporated in India,
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
adequateinternal financial controls with reference to financial statements was established and maintained
andifsuch controlsoperated effectivelyinall 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 therisk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the
assessedrisk. The procedures selected dependontheauditor'sjudgement, including the assessment of the
risks of material misstatement of the financial statements, whetherdue tofraud orerror.

We believe that the audit evidence we have obtained and the audit evidence obtained by the otherauditor,
in terms of their reports referred to in the Other Matters paragraph below, is sufficient and appropriate to
provide a basis for our audit opinion on the internal financial controls with reference to financial statements
of Holding Companyandits subsidiary companies.
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Meaning of Internal Financial Controls with reference to Financial Statements

A company's internal financial control with reference to financial statements is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparationof financial
statements for external purposes in accordance with generally accepted accounting principles. A
company's internal financial control with reference to financial statements includes those policies and
proceduresthat

(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactionsanddispositions of the assets of the company;

(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in accordance with authorisations of
managementanddirectorsofthecompany;and

(3) provide reasonable assurance regarding prevention or timely detection of unauthorised acquisition,
use, ordisposition of the company'sassetsthat could have a material effect onthe financial statements.

Inherent Limitations of Internal Financial Controls with reference to Financial Statements

Because of the inherent limitations of internal financial controls with reference to financial statements,
including the possibility of collusion orimproper 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 control with reference to financial statements may become inadequate because of
changesinconditions, orthatthe degree of compliance with the policies or procedures may deteriorate.

Inouropinionandtothe bestof ourinformationandaccordingtothe explanations givento usand basedon
consideration of reporting of other auditor as mentioned in Other Matters paragraph below, the Holding
Company and its subsidiary companies, which are companies incorporated in India, have, in all material
respects, 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 respective
companies considering the essential components of internal control stated in the Guidance Note issued by
the ICAL

Our aforesaid report under section 143(3)(i) of the Act on the adequacy and operating effectiveness of the
internal financial controls with reference to financial statements in so far as it relates to one subsidiary
company, which is company incorporated in India, is based on the corresponding report of the auditor of
suchcompanyincorporatedin India.

For Haribhakti & Co. LLP

Chartered Accountants
ICAI Firm Registration Number:.103523W / W100048

Purushottam Nyati

Partner
Place : Mumbai Membership No. 118970
Date:June 9,2020 UDIN: 20118970AAAACQ6879
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)
Consolidated Balance Sheet as at 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

Notes As at As at
31March 2020 31March 2019
Assets
Financial assets
Cash and cash equivalents 3 16,120.74 5,039.13
Bank balance other than (a) above 5 39.74 150.36
Derivative financial instruments 4 25.78 15.13
Loans 5 65,633.33 46,396.35
Investments 6 12,402.27 8,753.44
Other financial assets 7 355.33 179.83
Non-financial assets
Current tax assets (net) 217.54 189.35
Deferred tax assets (net) 8 318.99 26411
Property, plant and equipment 9 2,520.25 713.92
Capital work-in-progress 0.75 27.58
Otherintangible assets 10 219.97 160.21
Other non-financial assets 1" 377.95 193.26
Total assets 98,232.64 62,082.67
Liabilities and equity
Notes As at As at
31 March 2020 31 March 2019
Liabilities
Financial liabilities
Debt securities 12 - 3,200.62
Borrowings (other than debt securities) 13 30,123.05 9,404.73
Deposits 14 54,275.82 38,322.12
Subordinated liabilities 15 1,977.93 1,976.09
Other financial liabilities 16 888.19 566.36
Non-financial liabilities
Current tax liabilities (net) - 13159
Provisions 17 50.25 2515
Other non-financial liabilities 18 89.86 59.40
Equity
Equity share capital 19 973.99 972.02
Other equity 20 9,851.21 7,540.76
Equity attributable to equity holders of the parent 10,825.20 8,512.77
Non controlling interest 2.34 1.89
Total liabilities and equity 98,232.64 62,082.67

Summary of significant accounting policies

The accompanying notes are an integral part of these financial statements.
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Chartered Accountants
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Partner
Membership No: 118970

Place: Mumbai
Date: 09 June 2020

for and on behalf of Board of Directors of
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Neeraj Kumar Tiwari Harshit Agrawal
Company Secretary Chief Financial Officer
ACS: 37761 ACA: 417412
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Utkarsh Corelnvest Limited
(formerly known as Utkarsh Micro Finance Limited)

Statement of Consolidated profit and loss for the year ended 31 March 2020

(Allamounts are in Rupees millions unless otherwise stated)

Notes For the year ended | For the year ended
31March 2020 31March 2019
I. Revenue from operations
Interest income 21 13,407.31 9,259.57
Dividend income 27.56 18.86
Fees and commission income 22 94.29 47.26
Total revenue from operations 13,529.16 9,325.69
Il. Otherincome 23 642.08 441.01
Ill. Totalincome 14,171.24 9,766.70
IV. Expenses
Finance costs 24 5,895.32 4,606.41
Fees and commission expense 25 122.07 36.97
Net loss on fair value changes 26 3.15 1,329.95
Impairment on financial instruments 27 775.32 529.76
Employee benefits expenses 28 2,678.92 1,907.22
Depreciation and amortisation 29 488.10 185.59
Others expenses 30 1,445.13 1,3563.27
Total expenses 11,408.01 9,949.17
V. Profit/(loss) before tax 2,763.23 (182.47)
Tax Expense:
Current tax 8 852.25 397.44
Tax for earlier years 8 8.45
Deferred tax 8 (122.61) 308.63
VI. Profit/(Loss) for the year 2,025.15 (888.54)
VIl. Other comprehensive income
A. (i) ltems that will not be reclassified to profit or loss
e Actuarial gain/(loss) on Defined benefit obligation (3.91) (10.98)
o Fairvalue changes relating to own credit risk of financial - 14.03
liabilities designated at fair value through profit or loss
Income Tax relating to items that will not be reclassified 1.00 3.84
® to profit or loss
Subtotal (A) (2.91) 6.89
B. (i) Items that will be reclassified to profit or loss
« Debt securities measured at FVTOCI - reclassified to 270.23 101.90
other comprehensive income
Income Tax relating to items that will be reclassified to (68.74) (35.61)
profit or loss
Subtotal (B) 201.49 66.29
Other comprehensive income (A + B) 198.58 73.18
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Notes For the year ended | For the year ended
31March 2020 31March 2019
VIIl. Total comprehensive income for the year 2,223.72 (815.36)
IX. Profit / (loss) for the year attributable to :
o Equity holders of the parent 2,024.19 (888.53)
e Non-controlling interest 0.95 (0.01)
X. Other comprehensive income for the year attributable to:
o Equity holders of the parent 198.53 7317
® Non-controlling interest 0.05 0.01
XI. Total comprehensive income for the year attributable to:
¢ Equity holders of the parent 2,222.72 (815.36)
* Non-controlling interest 1.00 (0.00)
XI1. Earnings per equity share
Basic earnings per share of INR10.00 each 20.89 (79.46)
Diluted earnings per share of INR10.00 each 20.69 (79.46)
Summary of significant accounting policies 2
The accompanying notes are an integral part of these
financial statements.

As per our report of even date attached.

for Haribhakti & Co. LLP
Chartered Accountants
ICAI Firm Registration No.103523W/W100048

Purushottam Nyati
Partner
Membership No: 118970

Place: Mumbai
Date: 09 June 2020

for and on behalf of Board of Directors of
Utkarsh Corelnvest Limited
CIN: U65191UP1990PLC045609

Ashwani Kumar

Managing Director and CEO

DIN: 07030311

Neeraj Kumar Tiwari
Company Secretary

ACS: 37761

Place: Varanasi and Chennai*
Date: 09 June 2020

G.S. Sundararajan*
Chairperson
DIN: 00361030

Harshit Agrawal
Chief Financial Officer
ACA: 417412
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Cash flow statement for the year ending 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

Notes

As at
31 March 2020

As at
31 March 2019

I. Cash flows from operating activities

Net Profit / (loss) before Tax 2,763.23 (182.47)
Adjustments for:
Depreciation and amortisation 488.10 185.59
Impairment provision/ write offs 775.32 529.76
Net change in fair value changes 315 1,329.95
Interest expense 5,853.12 4,571.49
Interest income on investments (917.38) (625.01)
Employee share based expense 59.82 34.58
Impairment on Non-financial asset = 4.85
Loss/(Profit) on Sale of property, plant and equipment 2.85 (21.38)
Foreign exchange gain/(loss) (1.52) 21.43
Dividend income (27.56) (18.86)
Operating cash flow before working capital changes 8,999.13 5,829.92
Adjustments for:
(Increase)/ decrease in Loans (20,012.12) (15,561.69)
(Increase)/ decrease in Other Financial Assets (196.79) 88.97
(Increase)/ decrease in Other Non-financial Asset (231.66) (118.16)
Increase/ (decrease) in Deposits 14,965.17 16,379.39
Increase/ (decrease) in Other Financial Liability 321.83 (283.46)
Increase/ (decrease) in Other Non-financial Liability 30.46 30.28
Increase/ (decrease) in Provision 2119 (29.25)
Cash flow from/(used in) operations 3,897.22 6,336.01
Income Tax (paid)/ refund - Net (902.42) (423.91)
Net cash flow from/(used in) operating activities (A) 2,994.80 5,912.10
Il. Cash flow from investing activities
Purchase of property, plant and equipments (302.68) (443.52)
(including capital work in progress)
Proceeds from sale of property, plant and equipments 0.79 142.40
Purchase of intangible assets (135.29) (3.72)
Purchase of Investments (62,933.23) (57,349.46)
Purchase of Non controlling interest (1.48) -
Proceeds from sale of Investments 59,823.92 55,312.55
Deposit/withdrawal in other bank balances 110.62 559.18
Dividend income 27.56 18.86
Interest received 655.36 634.84
Net cash used in investing activities (B) (2,754.43) (1,128.87)
I1l. Cash flow from financing activities
Issue of Equity Shares 30.82 16.31
Repayment of Debt Securities (3,118.16) (2,254.53)
Repayment of Borrowings (4,401.12) (5,701.18)
Payment of lease liabilities (320.87) =
Proceeds from Borrowings 23,500.00 5,800.00
Proceeds from issue of Subordinated Debt - 400.00
Interest paid (4,849.43) (3,051.91)
Net cash (used in)/ from financing activities (C) 10,841.24 (4,791.31)
Net increase/(decrease) in cash and cash equivalents (A + B + C) 11,081.61 (8.07)
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Notes As at As at
31 March 2020 31March 2019

Opening Cash and Cash Equivalent 5,039.13 5,047.20
Closing Cash and Cash Equivalent 16,120.74 5,039.13
For composition of cash & cash equivalents 3
Summary of significant accounting policies
The accompanying notes are an integral part of these 2
financial statements.
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

As at As at
31March 2020 31March 2019

3 Cash and bank balances

Cash and cash equivalents
Cash in hand 412.74 239.54

Balances with banks

- in current accounts (includes remittances in transit of 152.67 213.11
INR Nil (31 March 2019 -7.00)

- in RBl current accounts 1,5603.84 1,336.21

- term lending (with less than three months maturity) 250.00 =

Balances with others

- call/notice lending (with maturity less than three months maturity) = 300.22

Reverse repo 13,801.59 2,951.35
16,120.84 5,040.43

Less: Allowance for Impairment loss 0.10 1.30

Total (A) 16,120.74 5,039.13

Bank balance other than above

Deposits with remaining maturity less than 12 months 39.74 150.36
39.74 150.36

Less: Allowance for Impairment loss = =

Total (B) 39.74 150.36

Total (A+B) 16,160.48 5,189.49

Information about the Group’s exposure to fair value measurement and credit and market risks are included in Note 43 and 44 respectively.

As at As at
31March 2020 31March 2019
Notional |FairValue - | FairValue-| Notional |FairValue - | Fair Value -
amounts Assets Liabilities amounts Assets Liabilities
4 Derivative financial instruments

Cross currency interest rate swap (CCIRS) |  189.58 25.78 - 259.68 15.13 S
Total derivatives 189.58 25.78 - 259.68 15.13 -
Included in above are derivatives held
for hedging and risk management
purposes as follows:
Undesignated Derivatives 189.58 25.78 = 259.68 15.13 =
Total derivatives 189.58 25.78 - 259.68 15.13 -
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As at As at
31March 2020 31March 2019
5 Loans

At Amortised cost

(A)

Term Loans 66,881.82 47,405.46
Total (A) - Gross 66,881.82 47,405.46
Less: Allowance for Impairment loss (1,248.49) (1,009.11)
Total (A) - Net 65,633.33 46,396.35
(B)

(i) Secured by tangible assets and intangible assets 5,236.41 4,396.27
(if) Covered by Bank/Government Guarantees = -
(iii) Unsecured 61,645.41 43,009.19
Total (B)- Gross 66,881.82 47,405.46
Less: Allowance for Impairment loss (1,248.49) (1,009.11)
Total (B)-Net 65,633.33 46,396.35
(€)

(i) Priority Sector 60,892.86 42,073.72
(i) Banks 39.07 950.54
(iii) Others 5,949.89 4,381.20
Total (C)- Gross 66,881.82 47,405.46
Less: Allowance for Impairment loss (1,248.49) (1,009.11)
Total (C)-Net 65,633.33 46,396.35

This page is intentionally left blank.
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

At Fair Value
cost income loss through | (S)=(2)+ | (0™ | 9. 4)4(5)4(6)
U] profit or loss (3)+(4)
) 3) (4)
6 Investments:
As at 31 March 2020
Mutual funds - - - = = = =
Government securities = 12,402.27 = S 12,402.27 = 12,402.27
Debt securities - - - = = = =
Total - Gross (A) = 12,402.27 = - 12,402.27 - 12,402.27
(i) Investments in India = 12,402.27 = = 12,402.27 S 12,402.27
(i) Investments outside India - - - - - = =
Total (B) = 12,402.27 = = 12,402.27 - 12,402.27
Less: Allowance for Impairment loss (C) - - - - - - =
Total - Net D= (A)-(C) - 12,402.27 - - 12,402.27 - 12,402.27
As at 31 March 2019
Mutual funds = = 0.36 = 0.36 S 0.36
Government securities = 8,054.12 = S 8,054.12 = 8,054.12
Debt securities = 698.96 S S 698.96 S 698.96
Total - Gross (A) - 8,753.08 0.36 - 8,753.44 - 8,753.44
(i) Investments in India = 8,753.08 0.36 = 8,753.44 = 8,753.44
(i) Investments outside India - - = = = = =
Total (B) - 8,753.08 0.36 - 8,753.44 S 8,753.44
Less: Allowance for Impairment loss (C) - - - - - - =
Total - Net D= (A)-(C) = 8,753.08 0.36 - 8,753.44 - 8,753.44
As at As at
31March 2020 31March 2019
7 Other financial assets
Advances recoverable in cash 356.01 179.26
Other recoverables 0.01 1.21
356.02 180.47
Less: Allowance for Impairment loss 0.69 0.64
Total 355.33 179.83

Information about the Group’s exposure to fair value measurement and credit and market risks are included in Note 43 and 44
respectively.

Amount pertaining to capital advances has been reclassified from Advances recoverable in cash to Other non-financial assets and
Interestaccruedoninvestmentshasbeenreclassifiedtothe carryingvalue of Investment
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Utkarsh Corelnvest Limited
(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

8 Income tax

For the year ended | For the year ended
31March 2020 31March 2019
A. Amounts recognised in profit or loss
Particulars
Current tax 852.25 39744
Current period (a) 8.45 =
Changes in estimates related to prior years (b)
Deferred tax (c)
Attributable to-
Origination and reversal of temporary differences (207.48) 308.63
Increase/reduction in tax rate 69.62 -
MAT credit writte off 15.25 -
Sub-total (c) (122.61) 308.63
Tax expense (a)+(b)+(c) 738.09 706.07
B. Income tax recognised in other comprehensive income
For the year ended For the year ended
31March 2020 31March 2019
Tax (expense) Tax (expense)
Before tax /income Net of tax | Before tax /income Net of tax

Remeasurements of the net (3.91) 1.00 (2.92) (10.98) 3.84 (7.14)
defined benefit liability/ asset
Fair value changes relating to - - - 14.03 - 14.03
own credit risk of financial
liabilities designated at
fair value through profit or loss
Debt Instruments fair value 270.24 (68.74) 20150 101.90 (35.61) 66.29
through Other
Comprehensive Income

266.33 (67.74) 198.58 104.95 (31.77) 73.18

C. Reconciliation of effective tax rate

. Year ended 31 March 2020 Year ended 31 March 2019
Particulars
% Amount % Amount
Profit before tax 25.17% 2,763.23 34.94% (182.47)
Tax using the Company's domestic tax rate 695.45 (63.76)
Effect of:
Permanent differences -1.71% (47.13) -418.29% 763.25
Tax exempt income -0.25% (6.93) 0.15% (0.28)
Change in unrecognised temporary differences 0.00% on -0.05% 0.09
Changes in estimate related to prior years 0.31% 8.45 0.00% -
Changesin tax rate 2.49% 68.93 0.00% =
MAT credit written off 0.55% 15.25 0.00% =
Others 0.14% 3.95 -3.72% 6.78
Effective tax rate/tax expense 738.09 706.08
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D. Recognised deferred tax assets and liabilities

Movement of deferred tax assets / liabilities presented in the balance sheet

As at Recognised in Recognised in As at
Particulars q profit or loss OCl during
S PR during the year the year sl ey
Deferred tax assets:
Loans 126.74 79.69 = 206.43
Lease Liabilities 60.70 5.95 = 66.65
MAT credit entitlement 15.25 (15.25) = =
Others 119.05 20.11 (67.75) na
321.74 90.50 (67.75) 344.49
Deferred tax liabilities:
Property, plant and equipment 41.50 (23.91) = 17.59
Others 16.13 (8.22) = 7.91
57.63 (32.13) - 25.50
Net deferred tax assets 264.11 122.63 (67.75) 318.99
Recognised in Recognised in
As at 5 a As at
profit or loss OCI during
EUNISIChICOLS during the year the year SHSaIChIEDI%
Deferred tax assets:
Loans 248.68 (121.94) S 126.74
Unabsorbed depreciation and losses 232.30 (232.30) = =
Others 165.74 45.78 (31.77) 179.75
S 15.25 S 15.25
646.72 (293.21) (31.77) 321.74
Deferred tax liabilities:
Property, plant and equipment 221 19.4 = 4.5
Others 20.10 (3.97) s 16.13
42.20 15.43 - 57.63
Net deferred tax assets 604.52 (308.64) (31.77) 26411

. Unrecognised deferred tax balances

Deferred tax assets have not been recognised in respect of the following items, because it is not probable that future
taxable profit will be available against which the Company can use the benefits therefrom.

As at As at
31 March 2020 31 March 2019
Deductible temporary differences 0.46 83.51
Total 0.46 83.51
. Uncertain tax positions
Refer Note 32 on contingent liabilities and commitment relating to income tax matter under dispute.
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9. Property, Plant and Equipment

Gross Block Depreciation Net Block
As at . . . As at As at For . As at As at As at
1April | Adjustment | Additions | Disposals | 31 March | 1April | 4 o Disposals | 31 March | 31 March | 1 April
2019 2020 2019 2020 2020 | 2019
Owned Assets
Leasehold improvement | 7838 - | 104.98 S 183.36 699 | 15.01 - 22.00 16136 | 7139
Computers 20391 S 85.80 | 38.63 251.09 |106.05 | 79.60 37.37 148.27 10280 | 97.86
Vehicles 874 s s 240 634 2.54 1.32 142 243 391 620
Office equipment 44.53 = 42.23 0.63 86.13 | 14.04 16.71 0.53 30.22 55.91| 3049
Electrical equipment 97.74 S 31.82 1.38 12818 | 1550 | 14.88 0.67 29.71 9847 | 8225
Furniture and fixtures | 302.30 S 54.80 1.50 355.60 | 6858 | 40.44 0.93 108.09 247.51| 23372
Generator 41.82 S 9.91 0.04 51.69 6.97 4.84 0.01 11.80 39.89 | 34.85
Land 12120 > S S 12120 = = = = 12120 | 12120
Right of use assets
Premises - [1,368.64 | 50638 - |1875.02 - | 23232 = 23232 | 1,64270 -
ATM Machines 4340 S 18.01 S 61.41 7.45 7.46 S 14.91 4650 | 35.95
Total 942.04 |1,368.64 | 853.92 | 44.58 |3,120.02 | 228.12 | 412.57 | 40.94 599.75 |2,520.25 | 713.92
Gross Block Depreciation Net Block
As at . . . As at As at For . As at Asat | Asat
1April | Adjustment | Additions | Disposals | 31March | 1April | - Disposals | 31 March | 31 March | 1 April
2018 2019 2018 2019 2019 | 2018
Owned Assets
Leasehold improvement 432 = 74.06 = 78.38 0.69 6.30 S 6.99 71.39 3.63
Computers 145.92 S 58.93 0.94 20391 | 5336 | 52.69 S 106.05 9786 | 9256
Vehicles 9.26 S 0.23 0.75 8.74 150 1.51 0.47 2.54 6.20 775
Office equipment 26.82 = 18.37 0.66 44,53 5.94 8.12 0.02 14.04 3049 | 20.88
Electrical equipment 7213 o 27.12 1.50 97.74 6.58 9.04 0.12 15.50 8225 | 65.55
Furniture and fixtures | 241.65 = 62.86 220 30230 | 3313 | 35.50 0.05 68.58 | 23373 |208.51
Generator 35.75 = 6.08 = 41.82 3.08 3.89 = 6.97 3485 | 3266
Land 12120 S = = 12120 S - - - 12120 | 12120
Assets under Lease
ATM Machines 3045 S 12.95 S 4340 2.24 5.21 S 745 35.95 28.21
Total 687.49 S 260.60 6.05 942.04 (106.54 | 122.25 0.67 22812 | 713.92 (580.96
10. Intangible assets
Gross Block Amortisation Net Block
As at . B ; As at As at For ; As at Asat | Asat
1April | Adjustment [ Additions | Disposals | 31 March | 1April the year Disposals | 31March | 31 March | 1April
2019 2020 2019 2020 2020 | 2019
Owned Assets
Computer software 73.20 = 135.29 = 20849 | 3127 | 5187 S 8314 12535 | 4193
Right of use assets
Core banking software | 165.58 S 16558 | 4730 | 23.65 > 70.95 94.62 | 118.28
Total 238.77 S 135.29 S 374.07 | 78.57 | 75.53 = 154.09 219.97 | 160.21
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Gross Block Amortisation Net Block
As at As at As at For As at As at As at
1April | Adjustment [ Additions | Disposals | 31 March | 1April the vear Disposals | 31March | 31 March | 1April
2018 2019 2018 y 2019 2019 2018
Owned Assets
Computer software 45.83 - 27.37 N 7320 | 1333 | 1794 = 31.27 4193 | 3250
Assets under Lease
Core banking software | 165.58 S 165,58 | 23.64 | 23.65 S 4730 118.28 | 141.93
Total 211.40 - 27.37 - 238.77 | 36.97 | 4159 - 78.57 | 160.21 |174.43
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Utkarsh Corelnvest Limited
(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020

(Allamounts are in Rupees millions unless otherwise stated)

As at
31 March 2020

As at
31 March 2019

11 Other non-financial assets

31 March 2020

Capital advances 27116 17.68
Balance with GST authority 8.27 74.40
Prepaid expenses 98.52 101.18
Total 377.95 193.26
As at As at

31 March 2019

12 Debt securities

At Amortised cost

Redeemable non-Convertible Debentures = 3,200.62
Total = 3,200.62
Debt securities in India = 1,415.01
Debt securities outside India = 1,785.61
Total S 3,200.62

Concentration by location is based on the subscriber country of incorporation.

Information about the Group’s exposure to fair value measurement and credit and market risks are included in Note 43 and 44

respectively.

Terms of Debt securities

Nature of Facility Amount | Contractual ROI Date of first Terms of Date ?f
o/s amount o/s repayment repayment maturity

As at 31 March 2020

No debt securitie have been outstanding as at the reporting date

As at 31 March 2019

Secured
Redeemable non convertible debt -1 405.07 385.55 13.80% | 13-Sep-19 | Bulletrepayment | 13-Sep-19

Unsecured
Redeemable non convertible debt -3 411.88 400.00 11.00% | 13-Dec-19 | Bulletrepayment | 13-Dec-19
Redeemable non convertible debt -4 37476 375.00 | 10.80% | 27-Dec-19 | Bulletrepayment | 27-Dec-19
Redeemable non convertible debt-6 | 508.36 500.00 | 10.20% | 16-Jan-20 | Bullet repayment | 16-Jan-20
Redeemable non convertible debt - 8 | 1,380.55 1,350.00 11.70% | 12-Jan-26 | Bulletrepayment | 12-Jan-26
Redeemable non convertible debt - 9 120.01 120.00 | 10.50% | 28-Jun-19 | Bulletrepayment | 28-Jun-19

Non-convertible debentures have an exclusive first ranking charge by way of hypothecation over loan receivables / book debts
present and future and fixed deposit lien marked with bank.
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020

(Allamounts are in Rupees millions unless otherwise stated)

As at

31 March 2020

As at

31 March 2019

13 Borrowings (Other than Debt Securities)

At Amortised cost

Term loans
- from banks 4,529.38 1,211.28
- from financial institution 22,559.56 7,585.01
- against securitised portfolio - 175.06
- from others 189.58 259.68
RBI repo 983.98 =
Lease liability (Refer note No. 51) 1,860.55 173.70
Total 30,123.05 9,404.73
Borrowingsin India 29,933.47 9,145.05
Borrowings outside India 189.58 259.68
Total 30,123.05 9,404.73

Information about the Group’s exposure to fair value measurement and credit and market risks are included in Note 43 and 44

respectively.

Informationabouttheleaseliabilitiesisincludedin Note 51

Terms of Borrowings (Other than debt securities)

Nature of Facility Amount | Contractual ROI Date of first Terms of Date ?f
o/s amount o/s repayment repayment maturity
As at 31 March 2020
Unsecured term loans from Banks
Term loan -1 1,005.99 | 1,000.00 6.25% | 27-May-20 | Bullet repayment | 27-May-20
Secured Refinance from Financial Institution
Term loan -2 40.75 40.00 | 11.50% 31-Jan-17 Half yearly/11 | 31-Jan-22
Unsecured Refinance from Development Financial Institution
Termloan-3 253.59 250.00 8.75% 31-Jan-18 Half yearly/10 31-Jul-22
Term loan-4 4,032.27 | 4,000.00 | 950% | 31-Aug-19 Half yearly/10 | 29-Feb-24
Termloan-5 628.33 625.00 | 9.50% | 10-Sep-19 Half yearly/4 | 10-Mar-21
Termloan-6 2,720.64 | 2,700.00 | 9.00% | 31-Jan-20 Half yearly/10 31-Jul-24
Term loan -7 3,021.65 | 3,000.00 8.50% 31-Jul-20 Half yearly/10 | 31-Jan-25
Term loan -8 2,020.02 | 2,000.00 | 850% | 31-Aug-20 Half yearly/10 | 28-Feb-25
Termloan -9 5,024.45 | 5,000.00 8.50% | 30-Sep-20 Half yearly/10 | 31-Mar-25
Term loan -10 804.17 800.00 9.80% | 10-Nov-19 Quarterly/10 | 10-Feb-22
Term loan - 11 2,011.43 | 2,000.00 8.25% 2-Mar-23 | Bullet repayment 2-Mar-23
Term loan -12 2,002.28 | 2,000.00 | 9.00% | 10-Sep-20 Quarterly/12 | 10-Apr-24

UCL
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Terms of Borrowings (Other than debt securities)

.. Amount | Contractual Date of first Terms of Date of
Nature of Facility ROI .
o/s amount o/s repayment repayment maturity
Secured borrowings from Bank
Term loan -13 3,523.39 | 3,520.00 | 4%-7% | 25-Sep-20 | Bulletrepayment | 25-Sep-20
Secured ECB from Foreign 189.58 18916 | 1327% | 15-Sep-18 Halfyearly/8 | 15-Mar-22
Financial Institution
RBI Repo
LTRO -1 120.74 120.00 515% | 16-Feb-23 | Bullet repayment | 16-Feb-23
LTRO -2 110.57 110.00 515% | 23-Feb-21 | Bullet repayment | 23-Feb-21
LTRO-3 90.38 90.00 515% 1-Mar-23 | Bullet repayment 1-Mar-23
LTRO -4 140.59 140.00 515% 1-Mar-23 | Bullet repayment 1-Mar-23
LTRO-5 260.84 260.00 515% 7-Mar-23 | Bullet repayment 7-Mar-23
LTRO -6 260.84 260.00 515% 7-Mar-23 | Bullet repayment 7-Mar-23
As at 31 March 2019
Unsecured term loans from Banks
Term loan -1 408.82 409.09 | 10.70% 29-Jun-17 Quarterly/11 | 29-Dec-19
Term Money Borrowing - 1 200.85 200.00 | 865% | 13-Jun-19 | Bulletrepayment | 13-Jun-19
Term Money Borrowing - 2 40147 400.00 | 7.45% | 16-Apr-19 | Bulletrepayment | 16-Apr-19
Term Money Borrowing - 3 200.14 200.00 | 865% | 28-Jun-19 | Bulletrepayment | 28-Jun-19
Secured Refinance from Financial Institution
Termloan -2 127.28 125.00 | 11.50% | 31-Jan-17 Halfyearly/11 | 31-Jan-22
Unsecured Refinance from Development Financial Institution
Term loan -3 116599 | 115000 | 875% | 31-Jan-18 Halfyearly/10 |  31-Jul-22
Term loan -4 5,035.68 | 5,000.00 | 9.50% | 31-Aug-19 Half yearly/10 | 29-Feb-24
Termloan-5 1,256.05 | 1,250.00 | 9.50% | 10-Sep-19 Half yearly/4 | 10-Mar-21
Secured ECB from Foreign 259.68 25933 | 13.27% | 15-Sep-18 Halfyearly/8 | 15-Mar-22
Financial Institution
Secured against securitised portfolio
Term loan -6 175.06 176.52 | 11.00% | 17-Apr-18 Monthly | 17-Sep-19

All secured term loans were secured by way of exclusive charge on the standard assets portfolio receivables pertaining to micro
creditloansand cashcollateralas pertherespective agreements.
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Utkarsh Corelnvest Limited
(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020

(Allamounts are in Rupees millions unless otherwise stated)

As at As at
31March 2020 31 March 2019
14 Deposits
Deposits
(i) From Banks 19,419.85 16,087.80
(ii) From Others 34,855.97 22,234.32
Total 54,275.82 38,322.12
15 Subordinated Liabilities
Subordinated term loans 100.86 100.55
Subordinated debt 1,877.07 1,875.54
Total (A) 1,977.93 1,976.09
Subordinated Liabilities in India 487.71 489.12
Subordinated Liabilities outside India 1,490.22 1,486.97
Total (B) to tally with (A) 1,977.93 1,976.09

Concentration bylocationisbased onthe subscriber country ofincorporation.

Information about the Group’s exposure to fair value measurement and credit and market risks are included in Note 43 and 44
respectively.

Terms of Subordinated liabilities

- Amount | Contractual Date of first Terms of Date of

Nature of Facility ROI .
o/s amount o/s repayment repayment maturity

As at 31 March 2020

Unsecured

Redeemable non convertible debt - 2 1,490.22 | 1,500.00 | 12.00% | 30-Jun-22 | Bulletrepayment | 30-Jun-22

Redeemable non convertible debt - 14 241.85 250.00 | 10.58% 9-Jul-25 | Bulletrepayment | 9-Jul-25

Redeemable non convertible debt - 15 145.00 150.00 | 10.58% | 30-Aug-25 | Bullet repayment | 30-Aug-25

Term loans 100.86 100.00 | 15.50% | 10-Oct-20 | Bullet repayment | 10-Oct-20

As at 31 March 2019

Unsecured

Redeemable non convertible debt -2 1,486.98 1,500.00 12.00% | 30-Jun-22 | Bulletrepayment | 30-Jun-22

Redeemable non convertible debt - 14 242.96 250.00 | 10.58% 9-Jul-25 | Bulletrepayment | 9-Jul-25

Redeemable non convertible debt - 15 145.61 150.00 | 10.58% | 30-Aug-25 | Bullet repayment | 30-Aug-25

Term loans 100.55 100.00 | 156.50% | 10-Apr-20 Monthly / 6 10-Apr-20

UCL
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

As at

31 March 2020

As at

31 March 2019

16 Other financial liabilities

Employee benefits payable 200.57 158.78
Security deposit from staff 74.34 54.31
Expenses payable 613.02 311.95
Client insurance payable 0.26 41.32
888.19 566.36
(Interest accrued but not due on borrowings and deposits has been
reclassified to the carrying value of respective financial liability)
17 Provisions
Provision for gratuity 4.62 14.72
Provision for leave benefits 44.60 10.43
Allowance on impairment loss on off-book exposure 1.03 S
Total 50.25 25.15
Refer note 37 for employee benefits
18 Other non-financial liabilities
Statutory dues payable 79.86 59.40
Advance contribution received 10.00 =
89.86 59.40
19 Share capital
Authorised
Equity shares
100,000,000 (31 March 2019:100,000,000) Equity shares of INR 10 each 1,000 1,000
Issued, subscribed and paid-up
Equity shares
97,398,806 (31 March 2019 - 97,201,786) equity shares of 973.99 972.02
INR 10 each, fully paid up
973.99 972.02

(a) Reconciliation of the number of shares outstanding is set out below:

As at 31 March 2020 As at 31 March 2019
Number of shares Amount Number of shares Amount
(in units) (in units)
Outstanding as at the beginning of the year 9,72,01,786 972.02 9,71,04,098 971.04
Issued during the period 1,97,020 1.97 97,688 0.98
Outstanding at the end of the period 9,73,98,806 973.99 9,72,01,786 972.02
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(b) Rights, preferences and restrictions attached to equity shares

(i) Equity shares

"The Group has single class equity shares having a par value of INR 10 per equity share. They entitle the holders to participate in the

dividendsinproportiontothe numberofsharesheld.

However, as per the Shareholders Agreement, in the event of liquidation, the net proceeds shall be distributed in the following

manner:

. First preference shall be given to the Investors (ABF, AGIMDC I, AVMS, CDC, FCIEF II, FCIEF Ill, HDFC Ergo, HDFC Life,
HDFC Ltd., Hero, ICICI Pru, IFC, JIF, Lok CGF, NMI, rAPM, RBL, Sarva Capital, SFRE-SICAV-SIF, Shriram and SIDBI),
shareholders which have been allotted equity shares pursuant to ESOP plan 2010 and other shareholders (other than the
shareholderswhich have beenallotted equity shares pursuant to grant of employee stock option of the Group excluding ESOP

Plan2010)

Second preference shall be with shareholders which have been allotted equity shares pursuant to grant of employee stock
optionsof the Group (excluding ESOP Plan 2010) and sponsors of the Group.

Remainingshareholdersshallhave third preference overtheresidual assets of the Group at the time of liquidation.

(c) Details of shareholder holding more than 5% shares is set below:

Equity shares As at 31 March 2020 As at 31 March 2019
Name of the shareholder Numl.)er of shares % o.f Numl.:»er oij shares % o.f
(in units) Holding (in units) Holding
NMI Frontier Fund KS, Norway 77,02,602 7.91% 77,02,602 7.92%
CDC Group PLC 1,37,26,978 14.09% 1,37,26,978 14.12%
Faering Capital India Evolving FUND I 76,60,082 7.86% 76,60,082 7.88%
RBL Bank Limited 97,02,950 9.96% 97,02,950 9.98%
3,87,92,612 39.83% 3,87,92,612 39.91%

(d) Sharesreservedforissueunderoptions-Refer Note 38 for details of sharesto beissued underemployee stock option plan.

(e) Pursuanttoshareholderagreement Mr. Govind Singh or the Trust (RAAG FAMILY PRIVATE TRUST) has right to subscribe
upto 2,566,969 equity shares of the Company at a price of INR109.36.0r its equivalent equity in Utkarsh Small Finance Bank
Limited(USFBL).During the current year Mr. Govind Singh has exercised his right and USFBL has granted 2,00,18,918 shares
of face value INR 10 each by way of ESOP under “Utkarsh Small Finance Bank Limited (USFBL) MD & CEO Employee Stock

Option Plan2020”onJanuary 14,2020, subject to RBlapproval.

(f) Alsorefernote33
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

As at As at
31 March 2020 31 March 2019
20 Other equity
Share Application money pending allotment
Balance as at the beginning of the year 0.66 -
Shares issued during the year (0.66)
Amount received during the year 6.32 0.66
Balance as at the end of the year 6.32 0.66
Equity component of compound financial instruments
Balance as at the beginning of the year (109.01) (109.01)
Balance as at the end of the year (109.01) (109.01)
Statutory reserve
Balance as at the beginning of the year 454.04 210.19
Add: Transferred from surplus 467.96 243.85
Balance as at the end of the year 922.00 454.04
Capital redemption reserve
Balance as at the beginning of the year 90.00 90.00
Add: Transfer from surplus in Statement of Profit and Loss - -
Balance as at the end of the year 90.00 90.00
Securities premium
Balance as at the beginning of the year 6,302.30 6,286.72
Add: Onissue of shares during the year - 9.7
Add: Transfer from stock option outstanding 32.36 5.87
Balance as at the end of the year 6,334.66 6,302.30
Other Equity - Fair valuation changes
Balance as at the beginning of the year 4,121.67 (6,069.05)
Add: Fair valuation of share capital - 17,909.76
Less: Loss on extinguishment - (7,719.04)
Balance as at the end of the year 4,121.67 4,121.67
Employees stock options outstanding
Balance as at the beginning of the year 52.00 20.62
Add: Compensation for options granted 59.82 3458
Exercise of stock options (10.53) (3.20)
Balance as at the end of the year 101.29 52.00
Investment fluctuation reserve
Balance as at the beginning of the year 13.17 .
Add: Transfer from surplus in Statement of Profit and Loss 3924 13.17
Balance as at the end of the year 52.41 13.17
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As at

31 March 2020

As at

31 March 2019

Treasury shares

Balance as at the beginning of the year (5.08) (4.18)
Treasury shares exercised during the year 1.35 (0.90)
Balance as at the end of the year (3.73) (5.08)
Retained earnings

Balance as at the beginning of the year (3,206.20) (2,060.64)
Add: Profit for the year 2,024.14 (888.54)
Add: Amount transferred to statutory reserve

(created under Section 45-1C of RBI Act, 1934) (510.79) (257.02)
Transactions with Non controlling interest (0.93) S
Balance as at the end of the year (1,693.78) (3,206.20)
Debt instruments through other comprehensive income

Balance as at the beginning of the year (4.85) (71.14)
Other comprehensive income for the year 20149 66.29
Balance as at the end of the year 196.64 (4.85)
Fair value changes relating to own credit risk of financial liabilities

designated at fair value through profit or loss

Balance as at the beginning of the year (160.62) (174.65)
Total Comprehensive Income for the year = 14.03
Balance as at the end of the year (160.62) (160.62)
Remeasurement of defined benefit plans ((gain)/loss)

Balance as at the beginning of the year (7.32) (0.17)
Other comprehensive income for the year (2.92) (7.15)
Balance as at the end of the year (10.24) (7.32)
Capital reserve

Balance as at the beginning of the year - -
Additions 3.59 =
Balance as at the end of the year 3.59 -
Non-controlling interest

Balance as at the beginning of the year 1.89 1.89
Other comprehensive income for the year 1.00 (0.00)
Purchase of Non controlling interest (0.55) =
Balance as at the end of the year 2.34 1.89
Total 9,853.54 7,542.65

Nature and purpose of otherreserve:

Share Application money pending allotment

Thisamountrepresentsamountreceived fromshare holdersagainst which sharesareyettobeallotted.

Equity component of financial instruments

Thisrepresents the equity component of the financial liability created on account of classification of equity share capital as financial

liability.
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Statutoryreserve

"The said reserve has been created under section 45-IC of Reserve Bank of India Act, 1934. As per the said section, every Non-
Banking Financial Group shall create areserve fund and transfera sum not less than 20% of net profit every year before declaration
ofdividend.

The Bank has made an appropriation of 25% out of profits for the year ended March 31,2020 to the Statutory Reserve pursuant to
therequirements of Section 17 of the Banking Regulation Act, 1949."

Capital Redemption Reserve
Capital Redemption Reserve represents amount transferred from surplus in statement of profit and loss towards redemption of
preference shareswithout freshissue of capital, aswasrequired under Companies Act, 2013.

Securities premium
Securities premium is used to record the premium received on issue of shares. It is utilised in accordance with the provisions of the
CompaniesAct,2013.

Other Equity - Fairvaluationchanges

Thesaidreserve representsthe premiumamount paid by the shareholders transferred on account of reclassification of equity share
capital as financial liabilities as at 31 March 2018 and 1 April 2017. During the previous year ended 31 March 2019, due to substantial
modification of the shareholder agreement, the Company has reclassified the equity share capital from financial liability to equity.
Accordingly, the amount debited to said reserve in the previous periods was credited. Further, on the date of said reclassification,
the Company has recorded the equity at the fair valuation on the date of reclassification and accordingly, the impact of the same
hasbeenbookedinotherequity. Loss onextinguishmentof financiallliability hasbeenrecordedinthe saidreserve.

ESOP Reserve
The said amount is used to recognise the grant date fair value of optionsissued to employees under Utkarsh Corelnvest Ltd and its
subsidiary Utkarsh Small Finance Bank.

Investment fluctuationreserve

As per the notification issued by Reserve Bank of India on Investment Fluctuation Reserve (IFR) on April 02, 2018, the Bank is
required to create reserve of atleast 2% of the HF T and AFS portfolio, on continuing basis. Notification further says that this should
be achievedwithinaperiod of 3years. Asperthe policy, the Bankisrequired to create Investment Fluctuation Reserve within 2years
starting from financial year 2018-19. The Bank has created Investment Fluctuation Reserve of 5.24 crore (1.32 crore in FY 18-19 and
3.92 crore during FY 19-20 at 2% on HFT & AFS portfolio). Any adjustment (drawdown) to the reserve due to change in HFT & AFS
portfoliois permitted onlyatthe end of theaccountingyear.

Treasuryshares
Thesaidamountrepresentssharesissuedtothe ESOP trustand subsequentlyissuedtothe employeesofthe Group.

Retained Earnings
Thesaidamountrepresentsaccumulated surplus/(deficit) of the profits earned by the Group.

Debtinstruments through othercomprehensiveincome

This comprises changes in the fair value of debt instruments recognised in other comprehensive income and accumulated within
equity. The Group transfers amounts from such component of equity to retained earnings when the relevant debt instruments are
derecognised.

Fairvalue changesrelating to own creditrisk of financial liabilities designated at fair value through profit orloss
The said amount represents fair value changes on financial liabilities designated at fair value through profit or loss relating to own
creditriskwhichisrecognisedin othercomprehensiveincome.

Remeasurement of defined benefit plans
"Remeasurementsof defined benefit plansrepresentsthefollowingasperind AS19, Employee Benefits:
(a) actuarialgainsandlosses
(b) thereturnon planassets, excludingamountsincludedinnetinterestonthe net defined benefit liability (asset); and
(c) any change in the effect of the asset ceiling, excluding amounts included in net interest on the net defined benefit
liability (asset)"

Capital Reserve
Theamountrelatesto profitonsale of HTM securitiesas stated by RBIguidelines.

Non-controllinginterest
The saidamountrepresentsnon-controllinginterestinthe subsidiaries.
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)
Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

For the year ended 31 March 2020 | For the year ended 31 March 2019
On Financial ) ) On Financial ) )
Assets Onll:manaal Assets Onll:lnanmal
measured at e measured at e
fair value measured at fair value measured at
through OCI Amortised Cost through OCI Amortised Cost
21 Interest Income
Interest income on loan portfolio = 12,250.84 = 8,459.95
Income from securitised portfolio = 2114 = 68.49
Interest Income on fixed deposits = 6.32 = 30.33
Interest income on investments 917.38 - 625.01 -
Others - 211.63 - 75.79
Total 917.38 12,489.93 625.01 8,634.56
For the year ended | For the year ended
31March 2020 31March 2019
22 Fees and commission income
ATM interchange - acquirer fees 17.70 16.54
Insurance commission 59.29 29.70
Others 17.30 1.02
94.29 47.26
23 Otherincome
Net gain on derecognition of property, plant and equipment = 21.38
Foreign exchange gain 1.52 S
Miscellaneous income * 640.56 419.63
Total 642.08 441.01

*includes fee received on sale of PSLCs of INR 452.70 (31 March 2019: INR 242.79)

For the year ended 31 March 2020

For the year ended 31 March 2019

On Financial
liabilities

measured at fair
value through

profit or loss

On Financial

liabilities

measured at
Amortised Cost

On Financial
liabilities
measured at fair
value through
profit or loss

On Financial
liabilities
measured at
Amortised Cost

24 Finance costs

Interest on deposits = 4,100.02 = 2,286.87
Interest on borrowings = 1,280.16 = 66813
Interest on non-convertible debentures = 232.84 - 615.72
Interest on subordinated debt = 240.10 784.72 216.05
Other borrowing costs S 42.20 S 34.92
Total = 5,895.32 784.72 3,821.69
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For the year ended
31March 2020

For the year ended
31March 2019

25 Fees and commission expenses

ATM interchange - issuer fees 21.78 10.62
Commission on business correspondent 100.29 2348
Others = 2.87
Total 122.07 36.97
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

For the year ended | For the year ended
31March 2020 31March 2019
26 Net loss on fair value changes

On financial liabilities designated at fair value through profit or loss > 1,328.78
On derivative instruments 10.65 (15.35)
Reclassified from OCl for sale of investments (7.50) 16.52
Total Net gain/(loss) on fair value changes 3.15 1,329.95
Fair value changes:

- Realised (7.50) 16.52
- Unrealised 10.65 1,313.43
Total 3.15 1,329.95

For the year ended 31 March 2020 For the year ended 31 March 2019
On Financial On Financial On Financial On Financial
Assets assets Assets assets
measured measured at measured measured at
at fair value Amortised Cost at fair value Amortised Cost
through OCI through OCI
27 Impairment on financial instruments
Loans = 777.75 = 53113
Investments 0.19 - (0.05) -
Other assets o (2.62) S (1.32)
Total 0.19 77513 (0.05) 529.81
For the year ended | For the year ended
31March 2020 31March 2019
28 Employee benefit expenses
Salaries and wages 2,320.08 1,694.24
Contribution to provident and other funds 178.59 96.46
Share Based Payments to employees 59.82 34.58
Staff welfare expenses 120.43 81.94
Total 2,678.92 1,907.22
29 Depreciation and amortisation
Depreciation of property, plant and equipment 412.57 167.65
Amortisation of intangible assets 75.53 17.94
Total 488.10 185.59
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For the year ended
31March 2020

For the year ended
31March 2019

30 Other expenses
Repairs and maintenance 4145 19.18
Legal and professional charges 155.00 21017
Auditor’s fees and expenses (Refer Note below) 9.01 16.16
Subscription and membership expenses 17.80 0.83
Recruitment expenses 46.68 24.44
Loss on account of theft and fraud 5.90 6.17
Loss/write off on sale of property, plant and equipment 2.85 =
Insurance 28.31 14.99
Director sitting fees 719 9.92
Foreign exchange fluctuation loss = 2143
Rent 1.61 216.73
Travelling expenses 140.83 106.85
Printing and stationery 109.27 54.43
Communication expenses 89.41 69.56
Credit bureau expenses 13.50 116
Power and fuel 71.59 50.46
Provision against unreconciled balances = 4.85
Office maintenance 81.71 53.51
Software charges 276.06 213.36
Miscellaneous expenses 346.95 249.07
Total 1,445.13 1,353.27
31 Payment to Auditors
Statutory audit fees 7.23 15.88
Certification and other services 1.60 0.24
Reimbursement of expenses 0.19 0.04
Total 9.01 16.16
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

As at As at
31March 2020 31March 2019
32 Contingent Liabilities, commitments and contingent assets
Contingent liabilities and capital commitments
Claims not acknowledged as debts 114.30 0.04
Other items for which the group is contingently liable * 199.45 178.65
Total 313.75 178.69

* Includes capital commitments of INR 185 (31 March 2019: 56)

Claimsagainstthe company notacknowledgedasdebtsinrespect of Income Taxis INR114.30 (31 March 2019: INR Nil).

“The group’s pending litigations include claims against the Bank by counter parties and proceedings pending with tax authorities.
The Bank hasreviewed its pending litigations and proceedings and has adequately provided for where provisions are required, and
disclosedascontingentliabilitieswhere applicable”

(iii)

33

34

Details of Provident fund contribution as per Supreme Court Judgement

“The Supreme Court of India in its judgement in the case of THE REGIONAL PROVIDENT FUND COMMISSIONER (Il)
WESTBENGALvV/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 Company would record any further
effect in its financial statements, in the period in which it receives additional clarity on the said subject, if necessary and the
effect of thisorderhasbeentakeninto effectfrom1April2019.”

Commitments
Therearenoothercommitmentsasat31March2020and31March 2019.

Contingentassets
Therearenocontingentassetsasat31March 2020 and 31March 2019.

Treatment of share capital classified as liability in the books of accounts and subsequently reclassified as equity share
capital on substantial modification

Prior to 28 March 2019, as per the shareholder agreement, the investor had the right to require the Company/Sponsors to
buy back/purchase the entire securities if there is a failure of Company to provide an exit via secondary sale or listing. Since,
the secondary sales and holding of the IPO event is outside the control of the Company and in case the investors decide to
exit through buy back of the shares by the Company, then the Company shall not have any unconditional right to avoid the
paymenttotheinvestors.

As at 28 March 2019, due to substantial modification in the share holder agreement, the buy back clause has been removed.
Hence, the share capital earlier classified as subordinate liability has been reclassified as share capital in the books of the
Company.Accordingly, thereisnosubordinate liability relating to equity sharesasat 31March 2019.

During the previous year, the Company received a letter from Ministry of Finance, Department of Economic Affair (FDI
Section) (MoF) directing Company to approach Reserve Bank of India (RBI) for compounding for regularization of past
foreign investments made in the Company (including share transfer among non-residents) without Government Approval,
subsequent to change in status of the Company from NBFC-MFI to a Core Investment Company pursuant to transfer of
micro finance business to Utkarsh Small Finance Bank in January 2017, resulting in contravention of Foreign Exchange
Management Act regulations. The Company filed an application before MoF for compounding. In the current year, MoF
directed the Company to approach RBI on the aforesaid matter for compounding, which the Company did vide its
applicationdated June 13,2019, duly representing the matter. RBl hasaccepted the applicationand haslevied compounding
feesof INR4.30 onthe Companyagainstthe settlementofthe said matter.
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Notes to consolidated financial statements for the year ended 31 March 2020
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35 Maturityanalysis of assetsand liabilities

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be recovered or
settled. Derivatives have been classified to mature and/or be repaid within 12 months, regardless of the actual contractual
maturities of the products. With regard to loans and advances to customers, the Group uses the same basis of expected
repaymentbehaviourasusedforestimatingthe EIR. Issued debtreflect the contractual couponamortisations.

For the year ended 31 March 2020 For the year ended 31 March 2019
Within After Total Within After Total
12 months 12 months 12 months | 12 months
Assets
Financial assets
Cash and cash equivalents 16,120.74 - 16,120.74 5,039.13 - 5,039.13
Bank balance other than (a) above 39.74 = 39.74 150.36 = 150.36
Derivative financial instruments 25.78 = 25.78 15.13 = 15.13
Loans 36,174.12 29,459.21 65,633.33 30,313.11 16,083.24 46,396.35
Investments 3,978.80 8,423.47 12,402.27 3,041.52 5,711.92 8,753.44
Other financial assets 220.44 134.90 35533 180.47 (0.64) 179.83
Non-financial assets
Current tax assets (net) = 217.54 217.54 = 189.35 189.35
Deferred tax assets (net) = 318.99 318.99 = 2641 2641
Property, plant and equipment = 2,520.25 2,520.25 = 713.92 713.92
Capital work-in-progress = 0.75 0.75 = 27.58 27.58
Otherintangible assets = 219.97 219.97 = 160.21 160.21
Other non-financial assets 106.78 27116 377.95 175.58 17.68 193.26
Total Assets 56,666.39 | 41,566.24 | 98,232.63 38,915.30 23,167.38 | 62,082.68
Liabilities
Financial liabilities
Debt securities - - - 1,853.83 1,346.80 3,200.62
Borrowings (other than debt securitigs) 10,038.13 20,084.91 30,123.05 3,362.64 6,042.09 9,404.73
Deposits 35,145.75 19,130.07 54,275.82 26,704.41 11,617.72 38,322.12
Subordinated liabilities 1,601.43 376.51 1,977.93 1.88 1,974.21 1,976.09
Other financial liabilities 813.85 74.34 888.19 512.05 54.31 566.36
Non-financial liabilities
Current tax liabilities (net) = S = = 13.53 13.63
Provisions S 50.25 50.25 S 25.15 25.15
Other non-financial liabilities 89.86 S 89.86 59.39 = 59.40
Total Liabilities 47,689.02 | 39,716.08 | 87,405.10 32,494.19 21,073.81 | 53,568.01
Net 8,977.38 1,850.15 10,827.53 6,421.11 2,093.56 8,514.67
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

37

Employee benefits
The Group operatesthefollowing post-employment plans -

Defined Benefit plan

Gratuity

Every employee is entitled to a benefit equivalent to 15 days salary last drawn for each completed year of service in line with
the payment of Gratuity Act, 1972. The same is payable at the time of separation from the Group or retirement, whicheveris
earlier.

The most recent actuarial valuation of plan assets and the present value of the defined benefit obligation for gratuity were
carried outasat 31March 2020.The present value of the defined benefit obligations and the related current service cost and
pastservice cost, were measured using the Projected Unit Credit Method.

Based on the actuarial valuation obtained in this respect, the following table sets out the status of the gratuity plan and the
amountsrecognisedinthe Group’sfinancial statementsasat balance sheetdate:

As at 31 March 2020 As at 31 March 2019

Net defined benefit liability / (asset)

4.61 1471

A)

Funding

The schemeis fully funded with Life Insurance Corporation of India (LIC). The funding requirements are based on the gratuity
fund’s actuarial measurement framework set out in the funding policies of the plan. The funding of the plan is based on a
separate actuarial valuation for funding purposes for which the assumptions may differ from the assumptions set out in

Section E below. Employeesdonotcontributetothe plan.

Expected contributionstogratuity planfortheyearending 31March 2021is INR 40.91

B) Reconciliation of the net defined benefit (asset) / liability
The following table shows a reconciliation from the opening balances to the closing balances for net defined benefit (asset)

liabilityanditscomponents:

As at 31 March 2020 As at 31 March 2019
Defined | Fairvalue | Net defined Defined Fairvalue | Net defined
benefit of plan | benefit (asset) | benefit of plan | benefit (asset)
obligation assets / liability obligation assets / liability

Balance at the beginning of the year 73.93 59.22 14.71 42.65 57.36 (14.71)
Included in profit or loss
Current service cost 35.81 116 34.65 23.29 = 23.29
Past Service credit 0.10 0.10 (0.00) = = 3
Interest cost (income) 5.71 4.61 110 3.22 0.01 3.21
Total (A) 41.61 5.86 35.75 26.51 0.01 26.50
Included in Other comprehensive
income
Remeasurements loss (gain) - = = =

- Actuarial loss (gain) arising from:

- demographic assumptions (28.57) = (28.57) = - o

- financial assumptions 23.66 = 23.66 9.30 (2.01) 1.31

- experience adjustment 7.40 = 7.40 0.00 = 0.00

- Return on plan assets excluding = (1.42) 142 = 4.33 (4.33)

interestincome

Total (B) 2.49 (1.42) 3.9 9.30 2.32 6.98
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As at 31 March 2020 As at 31 March 2019
Defined | Fairvalue | Net defined Defined | Fairvalue | Net defined
benefit of plan benefit (asset) | benefit of plan benefit (asset)
obligation assets / liability obligation assets / liability

Other
Contributions paid by the employer = 4976 (49.76) = 4.06 (4.06)
Benefits paid (0.16) (3.50) 3.35 S (4.53) 4.53
Benefits paid from revenue account (3.35) S (3.35) (4.53) = (4.53)
of the Group
Total (C) (3.50) 46.26 (49.76) (4.53) (0.46) (4.06)
Balance at the end of the year 114.53 109.92 4.61 73.93 59.22 14.71

C. Plan assets

As at 31 March 2020 As at 31 March 2019

Insurer managed funds 100% 100%

The group has purchased insurance policy, which is basically a year-on-year cash accumulation plan in which the interest rate is
declared on yearly basis and is guaranteed for a period of one year. The insurance Company, as part of the policy rules, makes
payment of all gratuity outgoes happening during the year (subject to sufficiency of funds under the policy). The policy, thus,
mitigates the liquidity risk. However, being a cash accumulation plan, the duration of assets is shorter compared to the duration of
liabilities. Thus, the group is exposed to movement in interest rate (in particular, the significant fall in interest rates, which should
resultinaincreasein liability without correspondingincreaseinthe asset).

D. Actuarial assumptions
Principal actuarial assumptions at the reporting date (expressed as weighted averages):

As at As at
31March 2020 31March 2019
Discount rate 5.40% 7.60%
Future salary growth 7% for first two years and 9% thereafter 9%
Withdrawal rate:
For management 12%-13.10% 2%
Forjunior staff 31.90% 25%
Expected rate of return on plan assets 7.40% 7.59%
Mortality Indian Assured Lives Indian Assured Lives
Mortality (2012-14) Mortality (2006-08)

Discountrate: The discountrateisbased onthe prevailingmarketyields of Indian government securitiesas at the balance sheet
datefortheestimatedtermoftheobligations.

Salary escalationrate: The estimates of future salaryincreases considered takesintoaccounttheinflation, seniority, promotion

E. Sensitivity analysis of significant assumptions

The following table present a sensitivity analysis to one of the relevant actuarial assumption, holding other assumptions constant,
showing how the defined benefit obligation would have been affected by changesin the relevant actuarial assumptions that were
reasonably possibleatthereporting date.

As at 31 March 2020 As at 31 March 2019

Increase Decrease Increase Decrease
Discount rate (1% movement) 6.05 6.82 6.55 5.67
Future salary growth (1% movement) 6.45 5.86 6.35 5.62

Although the analysis does not take account of the full distribution of cash flows expected under the plan, it does provide an
approximation of the sensitivity of theassumptionsshown.
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F. Expected maturity analysis of the defined benefit plans in future years

As at As at
31March 2020 31March 2019
(i) Duration of defined benefit obligation
Duration (Years)
1 16.95 18.91
1to 5years 64.70 48.16
More than 5 82.17 124.24
Total 163.81 191.30
(i) Weighted Average duration of the defined benefit obligation 4-7 years 12-16 years

G. Description of risk exposures
Valuationsare based on certainassumptions, whichare dynamicin natureandvary overtime. Assuch groupisexposedtovarious
risks as follow -

Investmentrisk
The probability or likelihood of occurrence of losses relative to the expected returnon any particularinvestment.

Interestrisk (discount raterisk)

Interest Rate risk: The plan exposesthegrouptotheriskoffallin interestrates. Afallininterestrateswillresultinanincreasein
theultimate cost of providing the above benefitand willthusresultinanincreasein the value of the liability.

Mortality Risk

The present value of the defined benefit plan liability is calculated by reference to the best estimate of the mortality of plan
participants. For the current year, we have used Indian Assured Lives Mortality (2012-14) ultimate table and in the previous year,
Indian Assured Lives Mortality (2006-08) had been used.

Achangeinmortalityrate willhave abearingonthe plan'sliability.

Salary Risk

The present value of the defined benefit plan is calculated with the assumption of salary increase rate of plan participants in
future. Deviationintherate ofincrease of salaryinfuture for plan participantsfromtherate ofincreaseinsalary used todetermine
the presentvalue of obligation willhave abearingonthe plan'sliabilty.

ii. Defined contribution plan
The Group makes monthly contribution towards Provident Fund which is a defined contribution plan. The Group has no
obligations other than to make the specified contributions. The contributions are charged to the Statement of Profitand Loss as
theyaccrue.Theamountrecognisedasexpense towardssuch contributionare asfollows:

As at 31 March 2020 As at 31 March 2019

Contribution to Provident Fund and other funds 178.59 96.46

G. Other long-term benefits

The Group provides compensated absences benefits to the employees of the Group which can be carried forward to future
years.Amountrecognisedinthe Statement of Profitand Lossforcompensated absencesisasunder-

Year ended 31 March 2020 Year ended 31 March 2019

Amount recognised in Statement of Profit and Loss 81.80 44.31
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38
A

Employeestock options
Description of share-based payment arrangements

The Group has formulated an Employees Stock Option Scheme to be administered through a Trust. The Scheme is
applicable to all the eligible employees of the Group. The scheme provides that subject to continued employment with the
Group, the employees are granted an option to acquire equity shares of the Group that may be exercised within a specified
period.

The Group formed Utkarsh ESOP Welfare Trust (‘Trust’) to issue ESOPs to employees of the Group as per Employee Stock
Option Scheme. Total 1,200,000 equity shares has been reserved under ESOP scheme 2016 and pursuant to Shareholder
agreement executed in the year 2016-17 additional 5,989,594 equity shares has been reserved for the purpose of ESOP
scheme. The Group has given interest and collateral free loan to the trust, to provide financial assistance to purchase equity
sharesofthe Group undersuchschemes.

The Group has allotted 343,507 equity shares of Rs.10 each and 856,493 equity shares of Rs.10 each in the years ended 31
March 2011and 31 March 2013 respectively. The trust holds these shares for the benefit of the employees and issues them to
the eligible employees as per the recommendation of the compensation committee. The Trust in turn allots the shares to
employees on exercise of their right against cash. The compensation costs of stock options granted to employees are
accountedbythe Group using fairvalue method.

The Trust does not have any transactions/activities other than those mentioned above, hence it is treated as a part of the
Groupandgetsconsolidated with the books of the Group.

Duringtheyearthe Group granted 934,500 optionstothe employeesofthe Groupwhich are notrouted throughthe Trust.

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

Thesaid ESOPschemeisanequity settled schemeasthesamewouldleadtoasettlementinits own equityinstruments.

These optionsshallvestongraded basisasfollows:

Time period Percentage Vesting condition
On completion of 1year 25% Service
On completion of 2 years 25% Service
On completion of 3 years 25% Service
On completion of 4 years 25% Service

During the year, the Bank in the group introduced Utkarsh Small 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 & CEOQO. As per
Section 35B of the Banking Regulation Act, 1949, the Bank mandatory requires RBl approval before granting ESOPs. RBl approval
isawaitedandhencenoaccountingadjustmenthasbeen madeinthefinancial statementson 31March 2020.

Reconciliation of outstanding share options
Set out below is a summary of options granted under the plan

31 March 2020 31 March 2019

Number of Average Number of Average

share options exercise share options exercise

(in Units) price per (in Units) price per
share share
Outstanding options at the beginning of the year 25,48,234 99.37 13,03,904 80.43
Add: Granted during the year 18,36,225 109.36 18,06,725 109.36
Less: Lapsed/forfeited during the year 2,06,874 108.18 3,43,132 103.30
Less: Exercised during the year 3,26,101 73.01 219,263 62.94
Outstanding options at the end of the year 38,51,484 105.89 25,48,234 99.37
Options vested and exercisable at the end of the year 9,34,521 95.06 214,189 5755

The weighted average share price at the date of exercise for share options exercised during the year ended 31 March 2020 was

INR 78.54 (31 March 2019 - 64.69).
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Share options outstanding at the end of the year have the following contractual expiry date and exercise options

No. of options outstanding
. . . As at As at
Grapt date Expiry date Bgrdseprie 31 March 2020 31March 2019
1April 2014 1 April 2016 -1 April 2019 21.60 9,750 28,747
1 April 2015 1 April 2017 -1 April 2020 21.60 39,824 97,679
1April 2016 1 April 2018 -1 April 2021 21.60 1,02,692 1,63,696
1 April 2017 1 April 2019 - 1 April 2022 109.36 5,20,475 6,49,687
1April 2018 1 April 2020 -1 April 2023 109.36 13,98,768 16,08,425
1June 2019 1June 2021-1June 2024 109.36 17,79,975 -
Weighted average remaining contractual life of options outstanding 423 years 446 years
at the end of the period
D Measurement of Fair values

The fairvalue of employee share options has been measured using Black-Scholes model. The weighted average fair value of
eachoptiononthegrantdaterangedbetweenINR13.95-67.99

Thefairvalue of the optionsand the inputs used in the measurement of the grant-date fair values of the equity-settled share
based paymentplansare asfollows:

1April 2014 1April 2016 -1 April 2019 33.83% 21.6 2872 8.81% 1.57-16.12
1April 2015 1 April 2017 -1 April 2020 43.09% 21.6 45.51 774% 27.54-32.21
1April 2016 1 April 2018 -1 April 2021 52.41% 21.6 1.4 7.46% SONSEISVADS
1 April 2017 1 April 2019 -1 April 2022 30.91% 109.36 8219 6.68% 9.54-23.70
1April 2018 1April 2020 -1 April 2023 29.51% 109.36 107.19 7.40% 23.88-42.55
1June 2019 1June 2021- 1June 2024 19.60% 109.36 132.13 7.03% 49.31-67.99

Thedividendyield hasbeentakenasO%inallthefairvalue calculationsas Group has neverdistributed dividendinthe pastand does
notintendtodistributeitsearningsintheforeseeable future.

E Expense recognised in statement of profit and loss

For details on the employee benefits expense, refer Note 28
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39
i.

A.

Related party disclosure

Name of the related party and nature of relationship:-

Name of the Related Party

Nature of Relationship

a. Key managerial personnel / Others

i Mr.Raghvendra Singh

- Managing Director and CEO of Holding Company (resigned from the post of

MD & CEO on 16 March 2019)

i Mr. Ashwani Kumar

- Managing Director & CEO (w.e.f. 19 March 2019)

i Mr.G.S. Sundararajan

- Director

iv. Mr. Gaurav Malhotra

- Additional Director

v Mr. Abhisheka Kumar

- Director upto May 24, 2018

vi Mr. Atul

- Director

vii Ms. Ramni Nirula

- Director

viii Mr. Harjeet Toor

- Nominee Director

ix Mr. Aditya Deepak Parekh

- Nominee Director

x  Mr. Vishal Mehta

- Nominee Director

xi CDC

- Investor (holding more than 10% equity share capital)

B. Compensation of key managerial personnel
As at As at
31March 2020 31March 2019

Short-term employee benefits

Raghvendra Singh = 1.82

Ashwani Kumar 2.49 013
Post-employment defined benefit plan

Ashwani Kumar 0.47 0.37

Raghvendra Singh = =
Other long term benefits

Ashwani Kumar 0.60 0.43

Raghvendra Singh = =
Share-based payments

Ashwani Kumar 0.15 =
Sitting fees

G S Sundararajan 0.42 0.14

Atul 0.54 0.17

Ramni Nirula 0.35 0.17

Shubhalakshmi A Panse =

5.03 3.23
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C. Transactions with related parties

As at As at
31March 2020 31March 2019
CDC: Interest expense 181.99 180.00
Key Managerial Personnel: Purchase of Securities 0.03 =
Bank deposits
Mr. Raghvendra Singh = 5.66
Mr. Shyam Sundar Rai = 7.02
Mr. Ashwani Kumar 714 476
Mr. Abhisheka Kumar = 0.00
Mr. Atul 0.40 0.01
Ms. Ramni Nirula 3.32 2.32
Mr. Aditya Deepak Parekh 0.10 0.05
Terms and conditions
All transactions with these related parties are priced on an arm'’s length basis and at normal commercial terms.
D. (Payable)/ receivables as at balance sheet date:
As at As at

Name of related party

31March 2020

31March 2019

i. CDC

Debt securities issued to CDC 1,490.22 1,486.97
ii. Mr.Raghvendra Singh

Saving bank deposits - 0.22

Fixed deposits > 0.83
iii. Mr.Shyam Sundar Rai

Saving bank deposits - 0.23

Fixed deposits - on
iv. Mr. Ashwani Kumar

Saving bank deposits 0.90 0.26

Fixed deposits 0.01 0.01
v. Mr. Abhisheka Kumar

Saving bank deposits = 0.03

Fixed deposits = =
vi. Mr. Atul

Saving bank deposits 0.01 0.01
vii. Ms. Ramni Nirula

Saving bank deposits 0.77 >

Fixed deposits 7.33 1.21
viii.Mr. Aditya Deepak Parekh

Saving bank deposits 0.00 0.05
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(Allamounts are in Rupees millions unless otherwise stated)

40. Earnings per share

Particulars

For the year ended
31March 2020

For the year ended
31March 2019

a) Basic earning per share

Profit/(Loss) after tax 2,025.15 (888.54)
Welghtec?i average number of equ.lty shares Nos. 9.69.21.588 111,82.743
outstanding during the year - Basic

b) Diluted earning per share
Adjusted net profit/(loss) for the year 2,025.15 (888.54)
Welghtegl average number of equﬁy shares Nos. 9,69,21588 11182743
outstanding during the year - Basic
Add: Weighted average number of poten't|al equity Nos. 9.49.175 14.99,404
shares on account of employee stock options
Welghteé average number of e.qwty shares Nos. 9.78,70,763 126,82.147
outstanding during the year - Diluted
Earnings per share
Basic - par value of Rs.10 each INR 20.89 (79.46)
Diluted - par value of Rs.10 each INR 20.69 (79.46)

Note:

a1

consideredasdilutiveloss pershare

Operating segments

The options which are not exercised have anti-dilutive effect on loss per share and accordingly basic loss per share is

The Board has been identified as the Chief Operating Decision Maker (CODM) as defined by Ind AS 108, “Operating
Segments.” The Group's operating segments are established in the manner consistent with the components of the Group
that are evaluated regularly by the Chief Operating Decision Maker as defined in 'Ind AS 108 - Operating Segments.' The
Groupisengaged primarilyinthe business of bankingandthere are noseparatereportable segmentsas perind AS108.

Information about products and services:

The Group deals in only one product i.e. granted loans to customers. Hence, no separate disclosure is required.

Information about geographical areas:

The entire sales of the Group are made to customers which are domiciled in India. Also, all the assets of the Group are

located in India.

Information about major customers (from external customers):

The Group does not earn revenues from the customers which amount to 10 per cent or more of Group’s revenues

This page is intentionally left blank.
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(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

42 Transfers of financial assets
In the ordinary course of business, the Group enters into transactions that result in the transfer of loans and advances. In
accordance with the accounting policy set out in Note 2, the transferred financial assets continue to be recognised in their
entiretyortothe extentofthe Group'scontinuinginvolvement, orarederecognisedintheirentirety.
The Inter-Bank Participatory Certificicates (IBPC) arrangement has been donein March 2020 with Risk sharing basis. As per
the terms of participation and the de-recognition requirements of Ind AS109, since, the risk and rewards are not transferred,
hencewe havenotde-recognizedit.
"The Group transfers financial assets that are not derecognised in their entirety are primarily through the following
transactions:
-securitisation activities in which loans and advances to customers are transferred to unconsolidated securitisation vehicles
ortoinvestorsinthe notesissued by consolidated securitisationvehicles.

A Transferred financial assets that are not derecognised in their entirety

Securitisation

Loans to customers are sold by the Group to securitisation special purpose vehicles, which in turn issue PTCs to investors
collateralised by the purchased assets. In securitisation transactions entered, the Group transfersloanstoan unconsolidated
securitisationvehicle, howeveritretains creditrisk (principally through creditenhancement provided by the Group).

Since substantially all the risks and rewards of the loans transferred has been retained by the Group, it does not derecognise
theloanstransferredinitsentiretyand recognise an associated liability forthe considerationreceived.

Thefollowingtable setsoutthe carryingamountsand fairvalues of all financial assets transferred that are not derecognisedin
theirentiretyandassociated liabilities.

Carrying amount Fair value
Assets - Llabl|ltl.es = Assets - Llabllltl.es “ | Net position
Loans Borrowings Loans Borrowings
Securitisation
As at 31 March 2020 = = = = =
As at 31 March 2019 126.46 125.00 126.46 126.46 =
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43 Financial instruments - fair value and risk management

A. Financial instruments by category
The following table shows the carrying amounts and fair values of financial assets and financial liabilities.

As at 31 March 2020
Particulars FVTPL FVTOCI Amortised cost
Financial assets:
Cash and cash equivalents = = 16,120.74
Bank balance other than above = = 39.74
Derivative financial instruments 25.78 = =
Loans S = 65,633.33
Investments = 12,402.27 =
Other financial assets = = 355.33
25.78 12,402.27 82,149.13
Financial liabilities:
Debt securities = = =
Borrowings (other than debt securities) = = 30,123.05
Deposits = = 54,275.82
Subordinated liabilities = = 1,977.93
Other financial liabilities = = 888.19
- - 87,264.99
As at 31 March 2019
Particulars FVTPL FVTOCI Amortised cost
Financial assets:
Cash and cash equivalents S S 5,039.13
Bank balance other than above S S 150.36
Derivative financial instruments 15.13 = =
Loans = = 46,396.35
Investments 0.36 8,753.08 =
Other financial assets = = 179.83
15.50 8,753.08 51,765.67
Financial liabilities:
Debt securities = = 3,200.62
Borrowings (other than debt securities) = = 9,404.73
Deposits = = 38,322.12
Subordinated liabilities = 1,976.09
Other financial liabilities = = 566.36
= = 53,469.93

Fair value hierarchy

Thissectionexplainsthejudgementsandestimatesmadeindeterminingthefairvalues of the financialinstrumentsthatare:
(a) recognisedand measuredatfairvalueand

(b) measuredatamortised costandforwhichfairvaluesaredisclosedinthefinancial statements.

To provide an indication about the reliability of the inputs used in determining fair value, the Group has classified its financial
instrumentsintothe threelevels prescribed underthe accounting standard. An explanation of each level follows underneath
thetable.
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Financial assets measured at fair value - recurring fair value measurements

As at 31 March 2020 Level 1 Level 2 Level 3 Total
Financial assets:
Derivative financial instruments = 25.78 - 25.78
Investments 12,402.27 - = 12,402.27
12,402.27 25.78 = 12,428.05
Assets and liabilities which are measured at amortised cost for which fair values are disclosed
As at 31 March 2020 Amortised cost Level1 Level 2 Level 3 Total
Financial assets:
Cash and cash equivalents 16,120.74 = = 16,120.74 16,120.74
Bank balance other than above 39.74 = S 39.74 39.74
Loans 65,633.33 = S 65,637.29 65,637.29
Other financial assets 355.33 = S 355.33 355.33
82,149.13 = S 82,153.09 82,153.09
Financial liabilities:
Debt securities = = = = =
Borrowings (other than debt securities) 30,123.05 = = 30,275.53 30,275.53
Deposits 54,275.82 S S 54,275.82 54,275.82
Subordinated liabilities 1,977.93 = = 214777 214777
Other financial liabilities 888.19 = = 888.19 888.19
87,264.99 S S 87,587.31 87,587.31
Financial assets measured at fair value - recurring fair value measurements
As at 31 March 2019 Level 1 Level 2 Level 3 Total
Financial assets:
Derivative financial instruments = 15.13 - 15.13
Investments 8,753.08 0.36 = 8,753.44
8,753.08 15.50 = 8,768.58
Assets and liabilities which are measured at amortised cost for which fair values are disclosed
As at 31 March 2019 Amortised cost Level1 Level 2 Level 3 Total
Financial assets:
Cash and cash equivalents 5,039.13 = = 5,039.13 5,039.13
Bank balance other than above 150.36 = = 150.36 150.36
Loans 46,396.35 = S 46,559.78 46,559.78
Other financial assets 179.83 = 179.83 179.83
51,765.67 S S 51,929.10 51,929.10
Financial liabilities:
Debt securities 3,200.62 S S 3,224.88 3,224.88
Borrowings (other than debt securities) 9,404.73 = 412.41 9,064.86 9,477.27
Deposits 38,322.12 S S 38,322.12 38,322.12
Subordinated liabilities 1,976.09 S S 1,991.43 1,991.43
Other financial liabilities 566.36 = = 566.36 566.36
53,469.93 S 412.41 53,169.65 53,582.06
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C. Valuation framework
"The finance department of the group relies on external valuers to perform the valuations of financial assets and liabilities
required for financial reporting purposes, including level 3 fair values. Discussions of valuation processes and results are held
between the CFO and the external valuer at every twelve months, in line with the group’s annual reporting periods. Specific
controlsinclude:

verification of observable pricing
re-performance of modelvaluations
reviewand approval processfornewmodelsand changestomodels

review of significant unobservable inputs, valuation adjustments and significant changes to the fair value measurement
of Level 3instruments”

The Group measures fair values using the following fair value hierarchy, which reflects the significance of the inputs used in
making the measurements.

Level1: Inputsthatarequotedmarketprices (unadjusted)inactive marketsforidentical assetsorliabilities.

Level2: Thefairvalueoffinancialinstrumentsthatare nottradedinactive marketsisdetermined usingvaluationtechniqueswhich
maximize the use of observable market data either directly or indirectly, such as quoted prices for similar assets and
liabilities in active markets, for substantially the full term of the financial instrument but do not qualify as Level 1 inputs. If all
significantinputsrequiredtofairvalueaninstrumentare observabletheinstrumentisincludedinlevel 2.

Level3: If one ormore of the significantinputsis not based in observable market data, theinstrumentsisincludedinlevel 3. Thatis,
Level 3 inputs incorporate market participants’ assumptions about risk and the risk premium required by market
participants in order to bear that risk. The Bank develops Level 3 inputs based on the best information available inthe
circumstances.

Valuation techniques include net present value and discounted cash flow models. Assumptions and inputs used in valuation
techniquesincluderisk-freeand benchmarkinterestrates, credit spreadsand other premiumused in estimating discountratesand
expected price volatilitiesand correlations.

The objective of valuationtechniquesistoarrive atafairvalue measurementthatreflects the price that would be received tosell the
assetorpaidtotransfertheliabilityinanorderly transaction between market participantsatthe measurementdate.

The Group uses widely recognised valuation models to determine the fair value of common and simple financial instruments, that
use only observable market data and require little management judgement and estimation. Observable prices or model inputs are
usuallyavailableinthe marketfor OTCderivativessuchasforwardrate agreements. The availability of observable market pricesand
model inputs reduces the need for management judgement and estimation and also reduces the uncertainty associated with
determiningfairvalues.

The following table shows the valuation techniques used in measuring Level 3 fair values for financial instruments measured at fair
valueinthebalance sheet, aswellasthe significant unobservableinputs used.

Financial instruments valued at carrying value

The respective carrying values of certain on-balance sheet financial instruments approximated their fair value. These financial
instrumentsinclude cashinhand, balanceswith otherbanks, tradereceivables, trade payablesand certain otherfinancialassetsand
liabilities. Carrying values were assumed to approximate fair values for these financial instruments as they are short-termin nature
andtheirrecordedamountsapproximatefairvaluesorarereceivable or payable ondemand.

The following table shows the valuation techniques used in measuring Level 3 fair values for financial instruments measured at fair
valueinthe balancesheet,aswellasthessignificantunobservableinputs used.

Valuation Significant

Type technique unobservable input Sensitivity
Subordinated Linear Volatility - 35% Increasing volatility by 10%, the fair value of liability is
liabilities interpolation Cost of borrowings - 12.38% decreased by Rs. 16.25 per share and decreasing

volatility by 10%, the fair value of liability is increased
byRs.18.22 pershare.

Increasing cost of borrowings by 50 bps, the fair value
of liability is decreased by Rs 1.97 per share and
decreasing cost of borrowings by 50 bps, the fairvalue
oflliabilityisincreased by Rs.2 pershare.
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ii) Level 3 fair values
Reconciliation of Level 3 fair values

The following table shows a reconciliation from the opening balances to the closing balances for Level 3 fair values:

Particulars Subordinated liabilities
Balance as at 31 March 2018 8,954.88
Total gain or losses:
- in profit or loss (5,605.54)
-in OCI (14.03)
Settlement (3,335.30)

Balance as at 31 March 2019

Total gain or losses for the year in the above table are presented in the statement of profit or loss and OCl as follows :

Particulars

Subordinated liabilities

Total gain or losses recognised in profit or loss :

- Net fair value change from financial instruments carried at fair value 1,328.78

- Finance cost 784.72
Total gain or losses recognised in OCI :

- Fair value reserve (debt instruments) - net change in fair value (14.03)

Profit or loss - attributable to the change in unrealised gain and losses relating
to assets and liabilities held at the end of the year:

- Net fair value change from financial instruments carried at fair value

Balance as at 1 April 2019

Total gain or losses:

- in profit or loss

-in OCI

Settlement

Balance as at 31 March 2020

Total gain or losses for the year in the above table are presented in the statement of profit or loss and OCl as follows :

Particulars

Subordinated liabilities

Total gain or losses recognised in profit or loss :

- Net fair value change from financial instruments carried at fair value

- Finance cost

Total gain or losses recognised in OCI :

- Fairvalue reserve (debt instruments) - net change in fair value

Profit or loss - attributable to the change in unrealised gain and losses relating
to assets and liabilities held at the end of the year:

- Net fair value change from financial instruments carried at fair value
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44

Financial risk management
The group's activities exposure it to credit risk, liquidity risk, market risk and operational risk.

Risk management framework
(a) Risk management structure and group's risk profile

The group’s board of directors has overall responsibility for the establishment and oversight of the group’s risk management
framework. The board of directors has established the risk management committee, which is responsible for developing and
monitoringthe group’sriskmanagement policies. The committee reportsregularly tothe board of directors onitsactivities.

Efficient and timely management of risks involved in the group's activities is critical for the financial soundness and
profitability of the group. Risk management involves the identifying, measuring, monitoring and managing of risks on a
regular basis. The objective of risk management is to increase shareholders' value and achieve a return on equity that is
commensurate with the risks assumed. To achieve this objective, the group employs leading risk management practices and
recruitsskilledand experienced people.

The group’s risk management policies are established to identify and analyse the risks faced by the group, to set appropriate
risk limits and controls and to monitor risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changesin market conditions and the group’s activities. The group, through its training and management
standards and procedures, aims to maintain a disciplined and constructive control environment in which all employees
understandtheirrolesandobligations

The group’s audit committee oversees how management monitors compliance with the group’s risk management policies
and procedures, and reviews the adequacy of the risk management frameworkin relation to the risks faced by the group. The
auditcommitteeis assistedinits oversightrole by internal audit. Internal audit undertakes both regularand ad hoc reviews of
riskmanagementcontrolsand procedures, theresultsof whicharereported tothe auditcommittee.

Credit risk

Creditrisk arises from loans and advances, cash and cash equivalents, investment in debt securities and deposits with banks
andfinancialinstitutionsand anyotherfinancial assets.

Credit risk is the risk of financial loss to the group if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the group's asset on finance and trade receivables from customers; loans
andinvestmentsindebtsecurities.

Thecarryingamountsof financialassets represent the maximum creditrisk exposure.

(a) Credit risk management

The group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. However,
management also considers the factors that may influence the credit risk of its customer base, including the default risk
associated with theindustry. Afinancialassetis credit-impaired’when one ormore eventsthathave adetrimentalimpacton
the estimated future cash flows of the financial asset have occurred. Evidence that a financial asset is credit-impaired
includesthefollowingobservable data:

significant financial difficulty of the borrowerorissuer;
abreachofcontractsuchasadefaultorpastdueevent;

- therestructuringofaloanoradvancebythe group ontermsthatthe group would notconsiderotherwise; or
itisbecoming probable thatthe borrowerwillenterbankruptcy orotherfinancial re-organization;

Therisk management committee has established a credit policy under which each new customer is analyzed individually for
credit worthiness before the group’s standard payment and delivery terms and conditions are offered. The group’s review
includes external ratings, if they are available, background verification, financial statements, income tax returns, credit
agency information, industry information, etc. Credit limits are established for each customer and reviewed quarterly. Any
loanexceedingthoselimitsrequire approval fromtheriskmanagementcommittee.

(b) Definition of default and cure

The group considers afinancial instrument defaulted and therefore Stage 3 (credit-impaired) for ECL calculationsin all cases
whentheborrowerbecomes 90 days pastdue onits contractual payments.

The group considers probability of default upon initial recognition of asset and whether there has been any significant
increase in credit risk on an ongoing basis throughout each reporting period. To assess whether there is a significant increase
in credit risk the group compares the risk of default occurring on the asset as at the reporting date with the risk of default as at
the date of initial recognition. It considers available reasonable and supportive forward-looking information. Following
indicatorsareincorporated:
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DPD analysisasoneachreportingdate

- actual orexpectedsignificant adverse changesin business, financial oreconomic condition that are expected to cause a
significantchange toborrower's ability tomeetits obligations.
significantincreasein creditriskon otherfinancialinstruments of same borrower
significant changesinvalue of the collateral supporting the obligation orin the quality of third party guarantees or credit
enhancements.

- significant changes in expected performance and behavior of the borrower including changes in payment status of
borrowersandchangesinoperatingresults.

Macroeconomicinformation (such as regulatory changes, market interest rate or growth rates) isincorporated as part of the
internal rating model. In general, it is presumed that credit risk has significantly increased since initial recognition if the
paymentsare morethan 30 days pastdue.

(c) Exposure at default

The exposure at default (EAD) represents the gross carrying amount of the financial instruments subject to the impairment
calculation, addressing both the client’s ability to increase its exposure while approaching default and potential early
repaymentstoo.

Tocalculate the EAD fora Stage 11oan, the group assesses the possible default events within 12 months for the calculation of
the 12 months ECL. However, if a Stage 1loan that is expected to default in the 12 months from the balance sheet date and is
alsoexpectedtocureandsubsequentlydefaultagain, thenalllinked default eventsare takenintoaccount. ForStage 2, Stage
3and POCIfinancial assets, the exposure atdefaultis considered foreventsoverthelifetime of theinstruments.

The group determines EADs by modelling the range of possible exposure outcomes at various pointsin time, corresponding
the multiple scenarios. The Ind AS 109 PDs are then assigned to each economic scenario based on the outcome of group’s
models.

(d) Loss given default

"For corporate loans, LGD values are assessed at least every three months by ECL team and reviewed and approved by the
group’sspecialised creditriskdepartment.

Inthelastfinancial year, for MSME and HL loans, LGD calculated for JLG loans were used due to absence of sufficient data. In
this financial year, separate LGD based on historical data and collateral value is used. For MSME unsecured loan, regulatory
LGDisconsideredasdefined by RBlin IRBapproachforcapital calculation.”

The credit risk assessment is based on a standardised LGD assessment framework that results in a certain LGD rate. These
LGD rates take into account the expected EAD in comparison to the amount expected to be recovered or realised from any
collateralheld.

The group segments its retail lending products into smaller homogeneous portfolios, based on key characteristics that are
relevant to the estimation of future cash flows. The applied data is based on historically collected loss data and involves a
widersetoftransaction characteristics (e.g., product type, widerrange of collateral types) aswell as borrower characteristics.

Furtherrecentdataandforward-lookingeconomicscenariosare usedinordertodeterminethe Ind AS109 LGD rate foreach
group of financial instruments. When assessing forward-looking information, the expectation is based on multiple scenarios.
Examples of key inputs involve changes in, collateral values including property prices for mortgages, commodity prices,
paymentstatusorotherfactorsthatareindicative of lossesinthe group.

UnderInd AS109,LGD ratesare estimated forthe Stage 1, Stage 2, Stage 3and POCIlInd AS109 segment of each asset class.

(e) Significant increase in credit risk

The group continuously monitors all assets subject to ECLs. In order to determine whether an instrument or a portfolio of
instrumentsissubjectto12months ECL orlife time ECL, the Company assesses whetherthere has beenasignificantincrease
in credit risk since initial recognition. The group also applies a secondary qualitative method for triggering a significant
increase in credit risk for an asset, such as moving a customer/facility to the watch list, or the account becoming forborne.
Regardless of the change in credit grades, if contractual payments are more than 30 days past due, the credit risk is deemed
tohaveincreased significantly sinceinitial recognition.

(f) Expected credit loss on Loans

The group assesses whether the credit risk on a financial asset has increased significantly on collective basis. For the purpose
of collective evaluation of impairment, financial assets are grouped on the basis of shared credit risk characteristics, taking
into account accounting instrument type, credit risk ratings, date of initial recognition, remaining term to maturity, industry,
geographicallocation of the borrower, collateral type,and otherrelevant factors.

The group considers defaulted assets as those which are contractually past due 90 days, other than those assets where there
isempirical evidence to the contrary. Financial assets which are contractually past due 30 days are classified under Stage 2 -
life time ECL, not credit impaired, barring those where there is empirical evidence to the contrary. The group considers
financial instruments to have low credit risk if they are rated internally or externally within the investment grade. An asset
migrates down the ECL stage based onthe changeintherisk of a default occurring sinceinitial recognition. Ifin a subsequent
period, credit quality improves and reverses any previously assessed significant increase in credit risk since origination, then
theloanloss provisionstagereversesto12-months ECL fromlifetime ECL.
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The group measures the amount of ECLon afinancialinstrumentinaway that reflects an unbiased and probability-weighted
amount. The group considers its historical loss experience and adjusts the same for current observable data. The key inputs
into the measurement of ECL are the probability of default, loss given default and exposure at default. These parameters are
derived from the group’s internally developed statistical models and other historical data. In addition, the group uses
reasonable and supportable information on future economic conditions including macroeconomic factors such as interest
rates, gross domestic product, inflation, industry and expected direction of the economic cycle. Since incorporating these
forward looking information increases the judgment as to how the changes in these macroeconomic factor will affect ECL,
the methodology and assumptions are reviewed regularly. The following table presents the key macroeconomic indicators

usedforthe purposesof measurementof ECLinthe periods presented.

Macro economic indicator (ROEL (OER
31March 2020 31March 2019

Agriculture (% real change) 3.50 3.40

GDP growth 2.10 6.83

Industry (% real change) 1.80 S

The group’s exposure to credit risk for loans, investments and other financial assets by type of counterparty is as follows.

As at 31 March 2020

Stage 1 Stage 2 Stage 3 POCI Total
Loans and advances at amortised cost
Current (not past due) 65,830.24 - = S 65,830.24
1-30 days past due 360.82 = = = 360.82
31-60 days past due - 136.00 = = 136.00
61-90 days past due - 62.83 S = 62.83
More than 90 days past due = - 491.92 - 491.92

66,191.06 198.83 491.92 - 66,881.81
Loss allowance (809.50) (64.35) (374.63) - (1,248.49)
Carrying value 65,381.56 134.48 117.29 - 65,633.32
Other financial assets at amortised cost
BBB -to AAA 356.02 S = o 356.02
BB-to BB+ = - - - -
B-to B+ - - - - =
Cto CCC+ = - - - -
D - - - - -

356.02 o = - 356.02

Loss allowance (0.69) - = - (0.69)
Carrying value 355.33 - - o 355.33
Investment in debt securities at FVTOCI
BBB-to AAA 11,924.50 - - - 11,924.50
BB-to BB+ = - S - S
B-to B+ 5 - - - -
Cto CCC+ - S = S s
D _ - - _ _

11,924.50 = = S 11,924.50
Loss allowance (0.61) - = = (0.61)
Amortised cost 11,923.89 - S - 11,923.89
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As at 31 March 2020

Stage 1 Stage 2 Stage 3 POCI Total
Bank balances
BBB -to AAA 15,747.84 s s = 15,747.84
BB-to BB+ = e s - =
B-to B+ = s s = =
Cto CCC+ S = = = S
D - - - - -

15,747.84 = = S 15,747.84
Loss allowance (0.10) = = = (0.10)
Amortised cost 15,747.74 = = = 15,747.74

As at 31 March 2019
Stage 1 Stage 2 Stage 3 POCI Total
Loans and advances at amortised cost
Current (not past due) 45,547.95 = = = 45,547.95
1-30 days past due 139.82 = = = 139.82
31-60 days past due = 83.75 = = 83.76
61-90 days past due = 7.41 = = 7.41
More than 90 days past due = = 655.91 = 655.91
45,687.75 91.16 655.92 S 46,434.85
Loss allowance (327.85) (55.04) (626.37) S (1,009.13)
Carrying value 45,360.02 36.12 29.55 S 45,425.72
Other financial assets at amortised cost
BBB -to AAA 180.47 - - - 180.47
BB-to BB+ S - - - =
B-to B+ = = = = =
Cto CCC+ = = = = =
D = - - - =
180.47 S S S 180.47
Loss allowance (0.64) = = = (0.64)
Carrying value 179.83 = = = 179.83
Investment in debt securities at FVTOCI
BBB -to AAA 8,622.07 - - - 8,622.07
BB-to BB+ = = = = =
B-to B+ = = = = =
Cto CCC+ S S S S =
D - - - - -
8,622.07 S S S 8,622.07
Loss allowance (0.42) = = = (0.42)
Amortised cost 8,621.65 S S = 8,621.65
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As at 31 March 2019

Stage 1 Stage 2 Stage 3 POCI Total
Bank balances
BBB -to AAA 4,951.26 - - - 4,951.26
BB-to BB+ S = = = =
B-to B+ = = = = =
Cto CCC+ = S S S S
D - - - - -

4,951.26 S S S 4,951.26
Loss allowance (1.31) = = = (1.31)
Amortised cost 4,949.95 = = = 4,949.95

The group has applied a three-stage approach to measure expected credit losses (ECL) on loans and investment in debt securities
accounted for at amortised cost and FVOCI. Loss rates are calculated using a ‘roll rate” method based on the probability of a
receivable progressing through successive stages of delinquency to write-off. Assets migrate through following three stages based
onthechangesincredit quality sinceinitial recognition:

(a) Stage 1:12-months ECL: Forexposures where thereis nosignificantincreasein credit risk since initial recognition and that
are not credit-impaired upon origination, the portion of the lifetime ECL associated with the probability of default events
occurringwithinthe next12-monthsisrecognized.

(b) Stage 2: Lifetime ECL, not credit-impaired: For credit exposures where there has been a significantincrease in credit risk
sinceinitial recognition butare not credit-impaired, alifetime ECLisrecognized.

(c) Stage 3: Lifetime ECL, credit-impaired: Financial assets are assessed as credit impaired upon occurrence of one or more
eventsthat have adetrimentalimpact on the estimated future cash flows of that asset. For financial assets that have become
credit-impaired, a lifetime ECL is recognized and interest revenue is calculated by applying the effective interest rate to the
amortised cost

At each reporting date, the group assesses whether there has been a significant increase in credit risk of its financial assets since
initial recognition by comparing the risk of default occurring over the expected life of the asset. In determining whether credit risk
has increased significantly since initial recognition, the group uses information that is relevant and available without undue cost or
effort. Thisincludesthe group’sinternal credit rating grading system, externalrisk ratings and forward-looking information to assess
deteriorationincreditquality of afinancial asset.

As at 31 March 2020

Macro economic indicator 2020 2021 2022 2023 2024
Base-2.9 Base-3.5 Base-3.2 Base-34 Base-3.3
Agriculture (% real change) Upside - 2.9 Upside-3.7 Upside-3.4 Upside - 3.6 Upside-3.5
Downside - 2.9 Downside - 1.8 Downside - 1.6 Downside -1.7 Downside -1.7
Base-4.9 Base - 2.1 Base-5.1 Base-6.5 Base - 6.1
GDP growth Upside -4.9 Upside -2.2 Upside-5.4 Upside - 6.8 Upside - 6.4
Downside -4.9 Downside - 1.1 Downside -2.6 Downside - 3.3 Downside - 3.1
Base-6.3 Base-1.8 Base-6.6 Base-6.8 Base-6.7
Industry (% real change) Upside - 6.3 Upside -1.9 Upside - 6.9 Upside -7.1 Upside -7.0
Downside - 6.3 Downside - 0.9 Downside - 3.3 Downside - 3.4 Downside -3.4
As at 31 March 2019
Macro economic indicator 2019 2020 2021 2022 2023
Base-3.4 Base-3.6 Base-3.4 Base-3.5 Base-3.7
Agriculture (% real change) Upside - 3.4 Upside -3.78 Upside - 3.57 Upside -3.68 Upside - 3.89
Downside-3.4 | Downside -3.42 | Downside - 3.23 | Downside - 3.33 | Downside - 3.52
Base-6.9 Base - 6.9 Base-71 Base-7.3 Base-7.3
GDP growth Upside - 6.9 Upside -7.25 Upside -7.46 Upside -7.67 Upside -7.67
Downside - 6.9 | Downside - 6.56 | Downside - 6.75 | Downside - 6.94 | Downside - 6.94
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Expected credit loss on other financial assets

The group assesses whether the credit risk on a financial asset has increased significantly on collective basis. For the purpose of
collective evaluation of impairment, financial assets are grouped on the basis of shared credit risk characteristics, taking into
account accounting instrument type, credit risk ratings, date of initial recognition, remaining term to maturity, industry,
geographicallocation of the borrower, collateral type, and otherrelevant factors.

The group monitors changes in credit risk by tracking published external credit ratings. In order to determine whether published
ratings remain up to date and to assess whether there has been a significantincrease in credit risk at the reporting date that has not
been reflected in published ratings, the group supplements this by reviewing changes in government bond yields together with
available pressandregulatoryinformationaboutissuers.

Expected credit loss on Investments in Debt securities

The group limitsits exposure to credit risk by investing only in government securities and only with counterparties that have a credit
rating of atleast A-1from S&P and/ orfrom CRISIL.

The group monitors changes in credit risk by tracking published external credit ratings. In order to determine whether published
ratings remain up to date and to assess whether there has been a significantincrease in credit risk at the reporting date that has not
been reflected in published ratings, the group supplements this by reviewing changes in government bond yields together with
available pressandregulatoryinformationaboutissuers.

12-month and lifetime probabilities of default are based on historical data supplied by S&P foreach creditratingand arerecalibrated
based on current government bondyields. Loss given default (LGD) parameters generally reflect an assumed recovery rate of 40%
except when a security is credit-impaired, in which case the estimate of loss is based on the instrument’s current market price and
original effectiveinterestrate.

Thefollowing table presents an analysis of the credit quality of debt securities at amortised cost, at FVTOCland FVTPL. It indicates
whether assets measured at amortised cost or FVTOCI were subject to a 12 month expected credit loss (ECL) or lifetime ECL
allowanceand,inthelattercase, whethertheywere creditimpaired.

Bank balances

The significant portion of Bank balances are held with bank and financial institution counterparties, which are rated A+ to AAA,
basedon Creditratings.

Impairment on bank balances has been measured on the 12-month expected loss basis and reflects the short maturities of the
exposures. Thegroup considersthatitsbankbalances have low creditrisk based onthe external creditratings of the counterparties.

Thegroupusesasimilarapproachforassessmentof ECLsforbankbalancesasusedforinvestmentindebtsecurities.
g) Movements in the allowance for impairment in respect of loans, Investment in debt securities, trade receivables and

otherfinancial assets

The movementin the allowance forimpairmentin respect of asset on finance, trade receivables and other financial assetsis as
follows:

Loans and advances at amortised cost (including loan commitments)

Loss allowance measured at
life-time expected losses
Financial assets | _. .
R .. | Financial assets
for which credit . .
Loss allowance . for which credit
risk has .
R liati £l " measured at increased risk has Total
econciliation of loss allowance 12 month EE N ota
significantly s
expected losses significantly and
Ll Ly credit-impaired
credit-impaired P
Loss allowance on 31 March 2018 213.15 80.64 545.97 839.75
Transfer to Stage 1 335 (2.59) (0.76) =
Transfer to Stage 2 (0.38) 0.87 (0.48) =
Transfer to Stage 3 (1.76) (31.72) 3348 =
Net remeasurement of loss allowance (4.07) 50.48 450.84 49727
New financial assets originated or purchased 259.32 = = 259.32
Transfer - financial assets originated or purchased (1.83) 0.18 1.65 =
Financial assets that have been derecognised (140.08) (42.82) (142.29) (325.19)
Write offs S S (262.04) (262.04)
Loss allowance on 31 March 2019 327.70 55.04 626.37 1,009.11
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Loss allowance measured at
life-time expected losses

Loss allowance

Financial assets
for which credit

Financial assets
for which credit

Reconciliation of loss allowance measured at risk has increased s Total
12 month L increased
significantly and not o
expected losses L significantly and
credit-impaired . A
credit-impaired
Transfer to Stage 1 1.28 (1.21) (0.07) =
Transfer to Stage 2 (0.67) 0.77 (0.10) =
Transfer to Stage 3 (2.02) (30.23) 32.26 -
Net remeasurement of loss allowance 72.05 61.28 336.01 469.35
New financial assets originated or purchased 638.26 = S 638.26
Transfer - financial assets originated or purchased (1.72) 0.65 1.08 =
Financial assets that have been derecognised (225.29) (21.95) (60.38) (307.62)
Write offs S = (559.56) (559.56)
Loss allowance on 31 March 2020 809.58 64.35 375.61 1,249.54

The contractual amount outstanding on loans and advances measured at amortised cost that were written off during the year
ended 31March2020andarestill subjecttoenforcementactivityisINR559 (31March 2019 -INR 308)

Investment in Debt securities at FVTOCI

Loss allowance measured at
life-time expected losses

Loss allowance

Financial assets
for which credit

Financial assets
for which credit

Reconciliation of loss allowance L risk has increased risk has Total
12 month L increased
expected losses slgmﬁc.an.tly ar.ld not significantly and
credit-impaired it )

Loss allowance on 31 March 2018 0.46 = = 0.46
Transfer to Stage 1 - = = =
Transfer to Stage 2 - = = =
Transfer to Stage 3 - = = =

Net remeasurement of loss allowance (0.1) = = (0.1)

New financial assets originated or purchased 0.18 = = 0.18

Financial assets that have been derecognised (0.1) = = (0.1)

Write offs = = = =

Loss allowance on 31 March 2019 0.42 = = 0.42
Transfer to Stage 1 - = = =
Transfer to Stage 2 - = = =
Transferto Stage 3 - = = =

Net remeasurement of loss allowance 0.16 = = 0.16

New financial assets originated or purchased 0.20 = = 0.20

Financial assets that have been derecognised (0.17) = = (0.17)

Write offs = = = =

Loss allowance on 31 March 2020 0.61 = = 0.61
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Other financial assets at amortised cost

Loss allowance measured at
life-time expected losses

Loss allowance

Financial assets
for which credit

Financial assets
for which credit

. measured at . . risk has
Reconciliation of loss allowance 12 month .rlslf !\as increased increased Total
significantlyandnot | . ..
expected losses L . significantly and
credit-impaired o s .
credit-impaired
Loss allowance on 31 March 2018 1.44 = = 1.44
New financial assets originated or purchased 0.64 - - 0.64
Financial assets that have been derecognised (1.44) = S (1.44)
Loss allowance on 31 March 2019 0.64 = = 0.64
New financial assets originated or purchased 0.69 = = 0.69
Financial assets that have been derecognised (0.64) = = (0.64)
Loss allowance on 31 March 2020 0.69 = = 0.69
Bank balances
Loss allowance measured at
life-time expected losses
. . Financial assets
Financial assets R "
Loss allowance R . for which credit
for which credit .
R liati £l " measured at risk has increased risk has Total
econciliation of loss allowance 12 month WL T EEeEs ota
significantlyandnot | . ..
expected losses L . significantly and
credit-impaired o .
credit-impaired
Loss allowance on 31 March 2018 1.83 - - 1.83
Net remeasurement of loss allowance (0.52) (0.52)
Loss allowance on 31 March 2019 1.31 = = 1.31
Net remeasurement of loss allowance (1.21) (1.21)
Loss allowance on 31 March 2020 0.10 S = 0.10

h) Collateral held and other credit enhancements
Asof 31March 2020, 91.73% of the Bank’s retail loans were unsecured (31 March 2019: 89.85%). The Bank’s retail loans are generally
secured by a charge on the asset financed (vehicle loans, property loans and loans against gold and securities). Retail business
bankingloansaresecuredwith currentassetsaswellasimmovable property andfixed assetsin some cases.

Collateral securing eachindividualloan may not be adequateinrelation to the value of the loan. All borrowers must meet the Bank’s
internal creditassessment procedures, regardless of whethertheloanis secured.Inadditiontothe collateral stated above, the Bank
holdsothertypesofcollateral such assecond chargesand floating chargesforwhich specificvalues are generally not available.

Thefollowingtablesetsout the principal types of collateral held against different types of financial assets.

As at 31 March 2020 eT::;Tr;To é‘ji';:;; D:Lx:s‘:t . C;;t::ral Ex:;tur . A‘?é:f‘:ed
credit risk

Cash and cash equivalents 16,120.84 = 16,120.84 (0.10)
Other bank balances 39.74 = 39.74

Loans and advances 66,881.82 5,576.70 751.70 6,328.40 60,553.42 (1,248.49)
Other financial assets 356.02 = 356.02 (0.69)
Total financial assets at amortised cost | 83,398.42 | 5,576.70 751.70 6,328.40 77,070.02 | (1,249.28)
Investments in debt securities 12,402.27 - 12,402.27 (0.61)
Total financial assets at FVTOCI 12,402.27 = = = 12,402.27 (0.61)
Investments in mutual funds S S =

Total financial assets at FVTPL s S > = = =
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As at 31 March 2019 e:I::;:‘rl;To I'B'ji'l‘:i:; ng‘:s‘?t . CoTlgttZ'ral Ex::stu . Assé’é‘f:ed
credit risk
Cash and cash equivalents 5,040.43 - 5,040.43 (1.30)
Other bank balances 150.36 - 150.36
Loans and advances 47,405.46 817.42 1,265.65 2,083.07 45,322.39 (1,009.11)
Other financial assets 180.47 - 180.47 (0.64)
Total financial assets at amortised cost | 52,776.72 817.42 1,265.65 | 2,083.07 | 50,693.65 | (1,011.05)
Investments in debt securities 8,753.08 - 8,753.08 (0.42)
Total financial assets at FVTOCI 8,753.08 - - - 8,753.08 (0.42)
Investments in mutual funds 0.36 - 0.36
Total financial assets at FVTPL 0.36 - - - 0.36

The below tables provide an analysis of the current fair values of collateral held and credit enhancements for stage 3 assets.
Dependent on the level of collateral, some Stage 3 exposures may not have individual ECLs when the expected value of the
collateralisgreaterthanthe LGD, eveninifthe future value of collateralis forecast using multiple economic scenarios. However, the
Stage 3 ECL can be higher than net exposure show below when the future value of collateral, measured using multiple economic

scenarios,isexpectedtodecline.

Maximum .
Land or Fixed Total Net Associated
As at 31 March 2020 exposure to Building | Deposits | Collateral Exposure ECLs
credit risk
Loans and advances 491.92 78.68 - 78.68 413.24 (374.63)
Total financial assets at amortised cost 491.92 78.68 S 78.68 413.24 (374.63)
Maximum :
Land or Fixed Total Net Associated
As at 31 March 2019 exposure to Building | Deposits | Collateral Exposure ECLs
credit risk
Loans and advances 655.91 11.83 S 11.83 644.08 (626.37)
Total financial assets at amortised cost 655.91 11.83 S 11.83 644.08 (626.37)

i) Concentration of risk

The group monitors credit risk by sectorand by geographiclocation. An analysis of grouping of credit risk from loans and advances,
loancommitments, financialguaranteesandinvestmentsecuritiesis shown below.

Loans and advances to customers e B0
31March 2020 31March 2019

Carrying amount 66,881.82 47,405.46
Concentration by sector
Corporate:

Wholesale Lending 3,095.05 3,991.12
Retail:

Mortgages 2,158.26 817.42

Unsecured lending 57,835.96 42,486.36
Total 63,089.27 47,294.90
Concentration by location
India 63,089.27 47,294.90
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Investments As at As at
31March 2020 31March 2019

Carrying amount 12,402.27 8,614.43
Concentration by sector
Corporate 200.00
Government 12,402.27 7,886.88
Banks 498.59
Mutual funds =
Total 12,402.27 8,585.47
Concentration by location
India 12,402.27 8,585.47

Securitised portfolio e b
Carrying amount = 90.99
Concentration by sector
Retail:
Mortgages = 90.99
Total S 90.99
Concentration by location
India S 90.99

Concentration by locationforloansand advances, loan commitments and financial guarantees, is based on the customer’s country
of domicile.

Concentration bylocationforinvestmentsecuritiesis based onthe country of domicile of theissuer of the security.
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

C.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. The Group's approach to managing liquidity is to
ensure, as far as possible, that it will have sufficient liquidity to meet its liabilities when they are due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the Group's reputation. The Group uses
activity-based costing to cost its products and services, which assists it in monitoring cash flow requirements and optimising
itscashreturnoninvestments.

The Group aims to maintain the level of its cash and cash equivalents and other highly marketable debt investments at an
amountinexcess of expected cash outflows onfinancial liabilities over the next sixmonths. The Group also monitors the level
of expected cash inflows on asset on finance, trade receivables and loans together with expected cash outflows on
borrowings, payablesandotherfinancialliabilities.

Currentlythe Groupisnothavinganylines of credit.

Exposure toliquidity risk

The following are the remaining contractual maturities of financial labilities at the reporting date. The amount are gross and
undiscounted, and excludes contractualinterest paymentsand exclude theimpact of nettingagreements.

Contractual cash flows
Gross
Carrying nominal | 6 month 6-12 1-3 3-5 More than
As at 31 March 2020 amount | inflow/ | orless | months years years Syears
(outflow)

Non - derivative financial liabilities

Debt Securities - - - - - - -

Borrowings 30,123.05 [(30,986.60)| 7,368.51 1,661.78 | 14,378.75 | 6,454.49 1,123.07

(Other than Debt Securities)

Deposits 54,275.82 | (54,274.98)| 21,732.55 | 13,413.20 18,772.16 328.39 28.68

Subordinated Liabilities 1,977.93 (2,001.43) 10143 | 1,500.00 = 400.00 S

Other financial liabilities 888.19 (888.19) 813.85 5 o = 74.34
Non-derivative financial assets
Cash and cash equivalents* 16,120.74 16,120.84 | 16,120.84 s = = =
Bank balances other than cash 39.74 39.74 39.74 = = = =
and cash equivalents
Loans 65,633.33 66,931.11] 16,967.30 | 20,189.25 | 28,458.20 809.69 506.67
Investments 12,402.27 1214288 | 3,373.49 596.34 1,684.28 1,688.35 4,800.42
Other Financial assets 355.33 356.02 140.90 79.53 26.91 108.68 -
Derivative financial assets
Risk management:

- Outflow

- Inflow 25.78 2578 25.78 = = = =
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Contractual cash flows

Gross
Carrying nominal | 6 month 6-12 1-3 3-5 More than
As at 31 March 2019 amount | inflow/ | orless | months years years Syears
(outflow)

Non - derivative financial liabilities

Debt Securities 3,200.62 (3,207.73) 58273 | 2,625.00 = 5 5

Borrowings 9,404.73 (9,520.15) | 2,722.47 1,481.39 3,152.89 | 2,155.00 8.40

(Other than Debt Securities)

Deposits 38,322.12 (38,321.61) | 14,303.65 | 12,393.12 11,452.37 162.40 10.07

Subordinated Liabilities 1,976.09 (2,001.88) 1.88 - 100.00 | 1,500.00 400.00

Other financial liabilities 566.36 (566.36) 512.05 e S = 54.31
Non-derivative financial assets - - - -
Cash and cash equivalents* 5,039.13 5,040.43| 5,040.43 s = = =
Bank balances other than cash 150.36 150.36 150.36 s = = =
and cash equivalents
Loans 46,396.35 47,380.97| 18,147.80 | 14,250.23 | 14,379.32 33178 271.84
Investments 8,753.44 8,761.08| 2,248.46 790.23 1,594.18 1,417.48 2,710.73
Other Financial assets 179.83 180.47 180.47 = = = =
Derivative financial assets
Risk management:

- Outflow

- Inflow 15.13 15.13 15.13 = = = =

*Itincludes CRR requirement of Rs.1087.67 (31 March 19: Rs. 1,091.08)

Theinflows/(outflows) disclosed in the above table represents contractual undiscounted cash flows relating to derivative financial
liabilities held for risk management purposes and which are not usually closed out before contract maturity. The disclosure shows
net cash flow amounts for derivatives that are net cash settled and gross cash inflow and outflow amounts for derivatives that have

simultaneousgrosssettlement.

Asdisclosedin Note 13, the Group has a secured bank loan that contains aloan covenant. A future breech of covenant may require
the Group torepaytheloanearlierthanindicatedinthe above table. Under the agreement, the covenantis monitored onaregular
basisbythetreasurydepartmentandregularly reportedtomanagementtoensure compliance withtheagreement.

The future cash flows on contingent consideration and derivative instruments may be different from the amountin the above table
as interest rates and exchange rates or the relevant conditions underlying the contingency change. Except for these financial
liabilities, it is not expected that cash flows included in the maturity analysis could occur significantly earlier, or at significantly

differentamounts.
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

D.

Market risk

The fair value or future cash flows of financial instruments will fluctuate due to changes in market variables such as interest
rates, foreign exchange rates and equity prices. The Group classifies exposures to market risk into either trading or
non-trading portfolios and manages each of those portfolios separately. Suchrisks forthe trading portfoliois managed and
monitored based on a VaR methodology that reflects the interdependency between risk variables. Non-trading positions
aremanaged and monitored using other sensitivity analyses. All such transactions are carried out within the guidelines set by

the Risk Management Committee.

The following table sets out the allocation of assets and liabilities subject to market risk between trading and non-trading

portfolios:

Market risk measure

Carrying amount

Trading portfolios

Non-trading portfolios

As at 31 March 2020

Financial assets:

Cash and cash equivalents 16,120.74 - 16,120.74
Bank balance other than above 3974 = 39.74
Derivative financial instruments 25.78 = 25.78
Loans 65,633.33 S 65,633.33
Investments 12,402.27 - 12,402.27
Other financial assets 35533 = 355.33
94,577.19 S 94,577.19
Financial liabilities:
Debt securities - - -
Borrowings (other than debt securities) 30,123.05 S 30,123.05
Deposits 54,275.82 S 54,275.82
Subordinated liabilities 1,977.93 - 1,977.93
Other financial liabilities 888.19 = 888.19
87,264.99 - 87,264.99
As at 31 March 2019
Financial assets:
Cash and cash equivalents 5,039.13 = 5,039.13
Bank balance other than above 150.36 = 150.36
Derivative financial instruments 15.13 = 15.13
Loans 46,396.35 S 46,396.35
Investments 8,753.44 = 8,753.44
Other financial assets 179.83 = 179.83
60,534.24 S 60,534.24
Financial liabilities:
Debt securities 3,200.62 = 3,200.62
Borrowings (other than debt securities) 9,404.73 = 9,404.73
Deposits 38,322.12 S 38,322.12
Subordinated liabilities 1,976.09 = 1,976.09
Other financial liabilities 566.36 = 566.36
53,469.92 S 53,469.92
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

Market risk - Non-trading portfolios
(i) Currencyrisk
The Groupis exposed to currencyrisk to the extent that there is a mismatch between the currenciesin which borrowings are

denominated and the respective functional currencies of Group. The functional currency for the Group is INR. The currency
inwhich thesetransactionsare primarilydenominatedis USD.

Currency risks related to the principal amounts of the Group’s USD loans, have been fully hedged using forward contracts
thatmatureonthesamedatesastheloansaredueforrepayment.

In respect of other monetary assets and liabilities denominated in foreign currencies, the Group’s policy is to ensure that its
net exposure is kept to an acceptable level by buying or selling foreign currencies at spot rates when necessary to address
short-termimbalances.

Exposure to currencyrisk

The summary quantitative dataaboutthe Group's exposureto currencyrisk asreported to the managementisasfollows:

31March 2020 31 March 2019
Particulars
INR uUsbD INR UsbD
Subordinated liabilities 158.60 2.50 237.90 3.75
Swap Contract (158.60) (2.50) (237.90) (3.75)
Net exposure in respect of recognised assets and liabilities S S S S

Sensitivity analysis

A reasonably possible strengthening (weakening) of INR and USD against all currencies at 31 March would not have any
affecton measurementoffinancialinstrumentsdenominatedinforeign currency asthe exposureishedged.

. Profit or loss Equity, net of tax
Particulars
Strengthening Weakening Strengthening Weakening
31March 2020
USD (1% movement) - = - -
31March 2019
USD (1% movement) - = - .

(i) Interestraterisk

The Groups maximum interest rate exposure is at a fixed rate. This is achieved mostly by entering into fixed rate instruments
and partly by borrowingatafloatingrate.

Exposuretointerestraterisk

Theinterestrate profile of the Group'sinterest-bearing financialinstrumentsasreportedtothe managementisasfollows:

Particulars 31 March 2020 31 March 2019

Fixed rate instruments

Financial assets 91,211.07 56,719.77
Financial liabilities 86,376.80 54,867.45
Variable rate instruments

Financial assets 2,164.34 570.12
Financial liabilities = 409.09

Fair value sensitivity analysis for fixed rate instruments
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Areasonably possible change of 100 basis pointsin interest rate at the reporting date would have increased or decreased profit or
lossbefore Taxby INR 210.66 millions (31March 2019: INR 20.45 millions). Thisanalysisassumes that all othervariables, in particular
foreigncurrency exchangerates, remain constant.

Cash flowsensitivity analysis for variable rate instruments

A reasonably possible change of 100 basis points in interest rate at the reporting date would have increased or decreased equity
and profit or loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign currency
exchangerates, remain constant.

Profit or loss before Tax Equity, net of tax
100 bp increase | 100 bp decrease | 100 bp increase | 100 bp decrease

31March 2020

Variable rate instruments 2,164.34 2164.34 1,619.62 1,619.62
Cash flow sensitivity (net) 21.64 (21.64) 16.20 (16.20)
31March 2019

Variable rate instruments 161.03 161.03 104.83 104.83
Cash flow sensitivity (net) 1.61 (1.61) 1.05 (1.05)

0

(ii)

Legal and operational risk

Legalrisk

“Legal riskis the risk relating to losses due to legal or regulatory action that invalidates or otherwise precludes performance
bytheenduseroritscounterparty underthetermsofthe contractorrelated nettingagreements.

Duringthe previousyear, the Bankhad engagedthe services of a Legal Consultant foraddressing legal matters pertaining to
the Bank”,including vetting of agreements entered into by the Bank. The Bank also availed the services of Legal firms / Legal
Counsels,whereverwarranted. The Bankalsohasasystemin placetorespondtolegaland statutory notices.

Therewere7legal cases pendingagainstthe Bankaggregating INR 0.41(31March 2019:0.41)

The Bank has since appointed Head - Legal in April 2019 and at present Legal Department is functioning with Head-Legal,
one Chief Manager (Legal) and one Senior Executive. The Bank also has a team of Officers with legal background inits Retail
Assets Collection Team for filing of cheque bounce cases u/s 138 of N.I Act and initiating arbitration / civil proceedings
whereverrequired.”

Operational

Operational risk is the exposure to loss resulting from inadequate or failed internal processes, people and systems, or from
external events. The Company has clearly defined operations procedures for each of its products and services. It also has
advanced computersystemsthatenableittorunoperationswith speedandaccuracy.

The operation risk department under risk department operates independently from other units of the group and reports
directly to the Risk Management Committee of the Board. It conducts regular reviews of all business areas of the group and
reports control deficiencies and exceptions to the Company's policies and procedures. It also recommends measures to
mitigate operationalrisk, which areimplemented by managementimmediately.

The group also has a contingency plan to take care of any failure of its computer systems. Regular backups are made for all
important datasets, and stored outside the group's premises. This ensures that in case of any system failure, the group will be
able to continue its operations without losing critical data or business transactions. As part of its disaster recovery plan, the
group hasestablished aback-up site whichwould and operate duringanemergency.

The group has a specific Business Continuity Plan ("'"BCP"") unit. The main objective of the BCPisto ensure thatin the event
of full or partial disaster which includes Pandemic, the group is well set to be able to continue providing essential services to
customers, minimizingany adverse effectsonthe group's business, through businessimpact analysis, businessrestoration.

The Group is using various tools under operational risk for monitoring operational risk such as conducting risk & control self
assessments, capturing operationalloss dataand monitoring of KRIs.
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45. Capitalmanagement

The basic approach of capital adequacy framework is that, a financial institution should have sufficient capital to absorb
shocksonaccountofanyunexpectedlossesarising fromtherisksinits business.

As per RBI guidelines, the Group is required to maintain a minimum capital to risk weighted asset ratio. Capital management
entails optimal utilization of scarce capital to meet extant regulatory capital requirements. UCIL has put in place an
appropriate Risk Appetite framework and computes its capital requirements and adequacy as per extant regulatory
guidelines.

i The Group maintains minimum capital to risk weighted asset ratio entity wise for all the entities forming part of the group and
accordingly managethe capitalrequirementsamongallthe entitiesinthe group.

ii ~ Capitalallocation

The amount of capital allocated to each operation oractivity is undertaken with the objective of minimisation of returnonthe
risk adjusted capital. Allocation of capital is to various lines of business basis annual business plan drawn at the beginning of
the year. Various consideration for allocating capital include synergies with existing operations and activities, availability of
managementand otherresources, and benefit of the activity with the Group'slongterm strategic objectives.

46. 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. From O1June 2020, the nation entered the first phase of three-phase unlock
plan announced by the Government of India. There is high level of uncertainty about the time required for things to get
normal. The extent to which COVID-19 pandemic will impact the Group'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 orelected by the Group.

Further, RBlinaccordance with the RBl guidelinesrelatingto COVID-19 Regulatory Package dated 27 March, 2020, 17 April,
2020 and 22 May, 2020, and clarification issued by RBI through Indian Bankers Association dated 6 May, 2020, the Bank is
granting a moratorium on the payment of instalmentsand / orinterest, asapplicable, falling due between 1March, 2020 and
31May, 2020 and further between 1June 2020 and 31 August 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'sIncome Recognitionand Asset Classification norms.

Estimates and associated assumption applied in preparing these financial statements, especially for determining the
impairment allowance for the Group’s financial assets (Loans and Investments) are based on historical experience and other
emerging/forwarding looking factors on account of the pandemic. The Group believes that the factors considered are
reasonable underthe current circumstances. The Group has used estimation of potential stress on probability of default due
to COVID-19 situation in developing the estimates and assumptions to assess the impairment loss allowances on loans.
Given the dynamic nature of the pandemic situation, these estimates are subject to uncertainty and may be affected by
severity and duration of the pandemic. In the event the impacts are more severe or prolonged than anticipated, this will have
correspondingimpactonthefinancial position and financial performance of the Group.

47. Applicationforapproval of the composite scheme of arrangement betweenthe Company (UCL),its respective shareholders
and Utkarsh Small Finance Bank Limited (USFBL), its subsidiary company under Section 230 and otherapplicable 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
suchreductioninthefacevalue of the equity share capital of USFBL.

The Proposed Arrangement is expectedto:

a.Achieve partial satisfaction in the process of compliance of the conditions laid down by RBl in relation to the shareholding
ofthe USFBL (i.e., by dilution of UCL’s shareholdingin USFBL from one hundred percent. (100%) tofifty percent. (50%)); and

b. Provide shareholders of UCL with direct shareholding in USFBL, which is presently held through UCL. Consequently, the
shareholdersof UCL cantakeindependentdecisionswithrespecttotheirholdingsin UCLand USFBL.
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The Proposed Arrangementis purelyamongst the Companiesandtheirrespective shareholdersand thereisnocompromise
or arrangement contemplated with any creditor or depositors of the Companies, nor will the Scheme involve any paring of
liabilities (otherthan shareholdersliabilities pursuanttothe reductioninthe face value of the equity share capital of USFBL).

The Companyisyettoreceive theapproval from National Company Law Tribunal, Allahabad.

48. Amountspayable toMicroand Smallenterprises

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 delaysin payments to micro and small enterprises or of interest payments due to delaysin such payments during the
years ended 31 March 2020 and 31 March 2019. The above is based on the information available with the Group, which has

beenrelied upon by the statutoryauditors.

49. Details of corporate social responsibility expenditure

Prescribed CSR expenditure to be spent at Group level 4.00 Nil
(2% of the average net profit)

Amount spent 14.00 14.25
Amount unspent Nil Nil

As per Section 135 of the Companies Act 2013, the Company has formed a CSR Committee of the Board of Directors. The CSR
Committee has also approved a CSR Policy where certain focus areas out of list of activities covered in Schedule VII of the

Companies Act2013, has beenidentified.

This page is intentionally left blank.
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

50.

a) Interest in subsidiaries

Interest in other entities

i. The group’s subsidiaries at 31 March 2020 are set out below. Unless otherwise stated, they have share capital consisting
solely of equity shares that are held directly by the group, and the proportion of ownership interests held equals the voting
rightsheld by the group. The country ofincorporation orregistrationisalso their principal place of business.

Ownership held Ownership interes.t
by the group held by.non-controlllng
interests
: Country of | 31March 31March | 31March 31March Principle
Name of entity incorporation | 2020 2019 2020 2019 activities
Subsidiaries

Utkarsh small finance bank India 100.00% 99.99% 0.00% 0.01% Small finance bank
Utkarsh welfare foundation* India 0.00% 0.00% 100.00% 100.00% Section 8 company
for CSR activities

*The Group had acquired 78.49% of stake in Utkarsh welfare foundation, however said foundation is a section 8 company and thus
the Group holds no economic interest in the said subsidiary. Accordingly the group has consolidated the same with 100% non-
controllinginterest.

ii.  Setoutbelowis summarised financial information for each subsidiary that has non-controlling interests that are material to
the group. Theamountsdisclosedforeach subsidiary are beforeinter-company eliminations.

Summarised balance sheet

Utkarsh welfare foundation

Particulars As at As at
31March 2020 31March 2019

Current Assets 14.57 242
Current liabilities 11.81 177
Net current assets 2.76 0.65
Non current assets 0.08 118
Non current liabilities = >
Net non current assets 0.08 1.18
Net Assets 2.84 1.83

Summarised statement of profit and loss

Utkarsh welfare foundation

Particulars For the year ended For the year ended
31March 2020 31March 2019
Revenue from operation 29.31 20.64
Profit for the year 1.30 (0.14)
Other Comprehensive income 0.05 =
Total Comprehensive income 1.34 (0.14)
Total Comprehensive income attributable to non controlling interest 1.34 (0.14)
Dividends paid to non controlling interest = =
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in Rupees millions unless otherwise stated)

51 Leaseaslessee
The group hastakenvarious premiseson lease forundertakingitsbankingandallied business

Followingarethechangesinthecarryingvaluesofright of use assetsfortheyearended 31March2020

Category of ROU Assets
Particulars
Premises ATM Machines Core Banking software
Balance as at 1 April 2019 1,368.64 - _
Reclassified on account of adoption of Ind AS 116 35.95 118.28
Additions 506.38 18.01 -
Depreciation 232.32 7.46 23.65
Balance as at 31 March 2020 1,642.70 46.50 94.63

The aggregate depreciation expense on ROU assetsisincluded under depreciation and amortization expense in the statement of
Profitand Loss.

Thefollowingisthe movementinlease liabilitiesduring the yearended 31March 2020:

Particulars Lease liabilities
Balance as at 1 April 2019 1,330.94
Reclassified on account of adoption of Ind AS 116 166.21
Additions 524.36
Finance cost accrued during the period 159.91
Payment of lease liabilities (320.87)
Balance as at 31 March 2020 1,860.55

The table below provides details regarding the contractual maturities of lease liabilities as at 31 March 2020 on an undiscounted
basis:

Particulars As at 31 March 2020
Less than oneyear 396.69
One to five years 1,598.76
More than five years 723.07

The Company does notface asignificantliquidity risk with regard toits lease liabilities as the current assets are sufficient tomeet the
obligationsrelatedtoleaseliabilitiesasand whentheyfalldue.

Rentalexpenserecorded forshort-termleaseswasINR 0.02forthe yearended 31March 2020

Transition Note

On transition to Ind AS 116, the adoption of the new standard resulted in recognition of 'Right of use asset' on account of premises
and ATM leases of INR 1,369 and a 'lease liability' of INR 1,331 and derecognition of 'Prepaid rent' of INR 38. The company has also
reclassified assetsunderfinance lease of INR154to Right of use assets.

Theaverageincremental borrowingrate appliedtoleaseliabilitiesasat April1,2019is 8.65%

Thefollowingisthe summary of practical expedients elected oninitial application:

1. Appliedasinglediscountratetoa portfolio of leases of similarassetsinsimilareconomicenvironmentwithasimilarend date

2. Appliedthe exemption nottorecognize right-of-use assets and liabilities for leases with less than 12 months of lease term on
thedateofinitialapplication

3. Excludedtheinitialdirectcostsfromthe measurementoftheright-of-use assetatthe date of initial application.

4. Applied the practical expedient to grandfather the assessment of which transactions are leases. Accordingly, Ind AS 116 is
appliedonlytocontractsthat were previouslyidentified asleasesunder AS17
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As at 31 March 2019

Operating Lease

Lease payments made under cancellable operatinglease amounting to INR 216.73 disclosed as rent and the same have been
recognizedasanexpenseinthe Consolidated Statement of Profitand Loss.

There are no subleases. Also, requirement of minimum lease payments does not arise as the Group do not have any non-

cancellable operatingleases.

The Group has taken on lease a number of offices under operating leases. The leases typically run for a period of 9 years, with
anoptiontorenewthelease afterthat period. Lease paymentsarerenegotiated onregularintervalstoreflect marketrentals.

Finance Lease

The Bankin the Group has acquired certain IT hardware assets and ATM machines under finance lease. Lease term of such
assetsis7year.Minimum lease payments (MLP) outstandinginrespect of leased assetsasat 31March 2019 are as follows:

Reconciliation between the total of future minimum lease payments at the end of the reporting period, and their present

value.

Year ended 31 March 2019

Future MLP Interest not due Present value of MLP
Due within one year 41.70 16.90 24.80
Due later than one year but not later than five years 180.90 39.10 141.80
Due later than five years 7.70 0.70 7.00
230.30 56.70 173.60

This page is intentionally left blank.
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52 Expected credit loss (ECL) impairment provision - Loans

Asset Gross Loss Allowances Net Provisions I)l;:f:v::::\e
Asset Classification as classification |  Carrying | (Provisions)as | . . required Ind AS 109
per RBI Norms as per Ind Amountas | required under Am:yung as per IRACP rovisions and
AS109 | perindAS | IndAS109 norms P
IRACP norms
(M (2) (3) (4) (5)=(3)-(4) (6) (7) = (4)-(6)
Performing Assets
Stage 1 66,191.08 809.50 65,381.57 371.88 437.62
Standard
Stage 2 198.83 64.35 134.47 0.91 63.44
Subtotal 66,389.91 873.85 65,516.04 372.79 501.06
Non-Performing Assets (NPA)
Substandard Stage 3 452.21 344.39 107.82 237.02 107.37
Doubtful - upto 1year Stage 3 36.40 27.72 8.68 3344 (5.72)
1-3years Stage 3 3.31 252 0.79 3.04 (0.52)
more than 3 years Stage 3 S = = S =
Subtotal for Doubtful 39.71 30.24 9.47 36.48 (6.24)
Loss Stage 3 S = = S =
Other items such as
guarantees, loan commitments, Stage 1 25691 1.03 255.88 - 103
etc. which are in the scope of
Ind AS 109 but not covered Stage 2 - - - - -
under current Income
Recognition, Asset
Classification and Provisioning Stage 3 - - - - -
(IRACP) norms
Subtotal 256.91 1.03 255.88 - 1.03
Stage 1 66,447.99 810.53 65,637.45 371.88 438.65
— Stage 2 198.83 64.35 134.47 0.91 63.44
ota
Stage 3 491.92 374.63 117.29 273.50 101.13
Total 67,138.74 1,249.51 65,889.21 646.29 603.22
for Haribhakti & Co. LLP for and on behalf of Board of Directors of
Chartered Accountants Utkarsh Corelnvest Limited
ICAI Firm Registration No. 103523W/W100048 CIN: U65191UP1990PLC045609
Purushottam Nyati Ashwani Kumar G.S. Sundararajan*
Partner Managing Director and CEO Chairperson
Membership No: 118970 DIN: 0703031 DIN: 00361030
Neeraj Kumar Tiwari Harshit Agrawal
Company Secretary Chief Financial Officer
ACS: 37761 ACA: 417412
Place: Mumbai Place: Varanasi and Chennai*
Date: 09 June 2020 Date: 09 June 2020
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Utkarsh Corelnvest Limited

(formerly known as Utkarsh Micro Finance Limited)

Notes to consolidated financial statements for the year ended 31 March 2020
(Allamounts are in INR millions, unless otherwise stated)

1. Reporting Entity

Utkarsh Coreinvest Limited ("the Company' or 'Holding Company") is domiciled in India. The Company is
havingitsregistered office at Varanasi. The Company was formerly known as Utkarsh Micro Finance Limited
andgotthenamechangedto Utkarsh Corelnvest Limited w.e.f.11October2018.

The Company together with its subsidiaries Utkarsh Small Finance Bank Limited (‘the Bank or 'SFB') and
Utkarsh Welfare Foundation ('(UWF") are collectively referred to as "the Group". The Group has been
engagedinthebusinessof microfinance and banking operationsasfurtherexplained below.

The holding company was primarily engaged in the business of micro finance, following group lending
methodology and providing small value unsecured bank loans to lowerincome group of below poverty line
('BPL") inurbanandruralareas. The tenure of these loans was generally spread over a period of up to 2 years.
During the financial year 2016-17, the Company executed a business transfer agreement with its subsidiary
Company 'Utkarsh Small Finance Bank Limited' (USFB') and transferred all its assets and liabilities (except
certainstatutory assets, vehicle and statutory liabilities). Accordingly, the business of micro finance was also
transferredto USFB.

UWEF is in to providing welfare services, development, help and assistance to the under privileged
inhabitants, groups of rural and urban slum sectors by way of financial products, market linkages,
opportunities, education, healthandvocational training programs.

On 3 May 2018, the RBI has granted its approval to the Holding Company for carrying on the business of a
Non-Deposit taking- Systemically Important Core Investment Company (CIC-ND-SI) under the
Certificate No C.07.00781.

2. Significant Accounting Policies

a. Basis of preparation of consolidated financial statements

i. Statementofcompliance
These consolidated financial statements for the year ended 31 March 2020 have been
prepared by the Group in accordance with Indian Accounting Standards ("Ind AS") notified by
the Ministry of Corporate Affairs, Government of India under the Companies (Indian
Accounting Standards) Rules, 2015 asamended fromtimetotime,inthisregard.

These consolidated financial statements were authorised for issue by the Group's Board of
directorson 9 June 2020.

Subsidiariesconsideredinthe consolidated financial statements

Percentage of holding
Name of the Subsidiar ety ol
y incorporation 31 March 31 March
2020 2019
Utkarsh Small Finance Bank Limited India 100% 99.99%
Utkarsh Welfare Foundation* India 78.49% 78.49%

*The Holding Company acquired the stake in UWF on 17 November 2017. Further, since the said company is a Section 8 Company,
hencetheeconomicinterestis NIL.

Except for the changes below, the Group has consistently applied accounting policies to all periods.
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» The Group hasadopted Ind AS116 'Leases' with the date of initial application being April 1,2019.
Ind AS 116 replaces Ind AS 17 - Leases and related interpretation and guidance. The standard
setsout principlesforrecognition, measurement, presentation and disclosure of leasesfor both
parties to a contract i.e., the lessee and the lessor. Ind AS 116 introduces a single lessee
accounting model and requires a lessee to recognise assets and liabilities for all leases with a
term of more than 12 months, unless the underlying asset is of low value. The Group has applied
Ind AS 116 using the modified retrospective approach. As aresult, the comparative information
hasnotbeenrestated.

* AppendixCtoInd AS12, Uncertainty over Income Tax Treatments: On March 30,2019, Ministry
of Corporate Affairs ("MCA") has notified the Companies (Indian Accounting Standards)
Amendment Rules, 2019 containing Appendix C to Ind AS 12, Uncertainty over Income Tax
Treatments which clarifies the application and measurement requirements in Ind AS 12 when
there is uncertainty over income tax treatments. The current and deferred tax asset or liability
shall be recognized and measured by applying the requirements in Ind AS 12 based on the
taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates
determined by applying this appendix. The amendment is effective from April 1, 2019. The
Group has evaluated the effect of thisamendment on the financial statements and concluded
thatthereisnosignificantimpact.

¢ Amendmentto Ind AS 12 'Income Taxes": On March 30, 2019, the Ministry of Corporate Affairs
has notified limited amendments to Ind AS 12 ‘Income Taxes'. The amendments require an
entity torecognise the income tax consequences of dividends as defined in Ind AS109 when it
recognises a liability to pay a dividend. The income tax consequences of dividends are linked
more directly to past transactions or events that generated distributable profits than to
distributions to owners. Therefore, an entity shall recognize the income tax consequences of
dividendsin profit or loss, other comprehensive income or equity according to where the entity
originallyrecognised those pasttransactions orevents. Theamendmentis effective from April1,
2019. The Group has evaluated the effect of thisamendment on the financial statements and
concludedthatthereisnosignificantimpact.

ii. Basisof measurement
The consolidated financial statements have been prepared on a historical cost basis, except
forthefollowing materialitems:

» Financialassetsat FVTOCIthatismeasuredatfairvalue
* Financialinstrumentsat FVTPLthatismeasuredatfairvalue

» Net defined benefit (asset)/ liability - fair value of plan assets less present value of defined
benefitobligation

iii. Principlesof Consolidation
Subsidiaries are all entities over which the group has control. The group controls an entity
when the group is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through its power to direct the relevant
activities of the entity. Subsidiaries are fully consolidated from the date on which control is
transferredtothe group.

The group combines the consolidated financial statements of the parent and its subsidiaries
line by line adding together like items of assets, liabilities, equity, income and expenses.
Intercompany transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated unless the transaction
providesevidence of animpairment of the transferred asset.

Non-controlling interests in the results are shown separately in the consolidated statement of
profitandloss, consolidated statement of changesinequityandbalance sheetrespectively.
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iv. Functionaland presentationcurrency
These consolidated financial statements are presented in Indian Rupee (INR), which is the
Group'sfunctional currency. Allamounts have beenroundedto the nearest million rupees, unless
otherwise stated.

v. Use of judgements and estimates
In preparing these consolidated financial statements, management has made judgments,
estimates and assumptions that affect the application of the Group's accounting policies and the
reported amounts of assets, liabilities, income and expenses. Management believes that the
estimates used in the preparation of these consolidated financial statements are prudent and
reasonable. Actual results may differfromthese estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates
arerecognised prospectively.

A. Judgements

Information about the judgements made in applying accounting policies that have the most significant
effects onthe amounts recognised in the Consolidated financial statements have been given below:

* Note 51-Measurement ofleaseliabilitiesandright of use assets

* Note43-classification of financial assets:assessment of business model within which the assets
are held and assessment of whether the contractual terms of the financial asset are solely
payments of principalandinterest onthe principalamount outstanding.

B. Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment in the Consolidated financial statements for the every period ended is included
below:
* Note37-measurementofdefined benefitobligations: keyactuarialassumptions;
* Note 8 - recognition of deferred tax assets: availability of future taxable profit against which
carry-forwardtaxlossescanbe used;
e Note 9,10 -usefullifeandresidual value of property, plantand equipmentandintangible assets
* Note 32 - Recognition and measurement of provisions and contingencies: key assumptions
aboutthelikelihood and magnitude of an outflow of resources
¢ Note44-impairment of financial assets: key assumptionsindeterminingthe averagelossrate
¢ Note43-Fairvalue measurementoffinancialinstruments

b. Revenue Recognition

i. Interestincome from financial assets is recognised on an accrual basis using Effective Interest
Rate ('"EIR") method. The EIR is the rate that exactly discounts the estimated future cash receipts
through the expected life of the financialinstrument ora shorter period, where appropriate to the
net carrying amount of the financial asset. The EIR is computed basis the expected cash flows by
considering all the contractual terms of the financial instrument. The calculationincludes all fees,
transaction costs, and all other premiums or discounts paid or received between parties to the
contractthatareanintegral part of the effectiveinterestrate.

ii. Theinterestrevenue continuesto berecognised atthe original EIR applied on the gross carrying
amount for financial assets (when the asset is not credit impaired). However, for the financial
assets that have become credit impaired subsequent to the initial recognition, interest income is
calculated by applying the effective interest rate to the amortised cost of the financial asset. If the
asset is no longer credit-impaired, then the calculation of interest income reverts to the gross
basis.
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iii. Forfinancial assets that were credit impaired on initial recognition, interest income is calculated
byapplyingthe credit-adjusted effective interestrate tothe amortised cost of the financial asset.

iv. Dividendisaccountedonanaccrualbasiswhentherighttoreceivethedividendisestablished.

v. Income from interest on deposits and interest bearing securities is recognised on a time
proportion basistakingintoaccounttheamountoutstandingandthe effectiveinterestrate.

vi. Allotherfeesareaccountedforasandwhentheybecomedue.

c. Financial Instruments

Afinancialinstrumentisany contract that givesrise to afinancial asset of one entity and a financial liability or
equity instrument of another entity. Financial instruments also include derivative contracts such as foreign
exchangeforward contracts,embeddedderivativesinthe host contract, etc.

Financial assets

Initialrecognitionand measurement

The Group initially recognises loans and advances on the date on which they are originated. All other
financial assets are recognised on the trade date, which is the date on which the Group becomes a party to
the contractual provision of theinstrument.

Allfinancial assets are recognised initially at fair value plus, in the case of financial assets not recorded at fair
value through profitorloss, transaction coststhatare attributable tothe acquisition of the financial asset.

Classification and subsequent measurement

Classifications

The Group classifies its financial assets as subsequently measured at either amortised cost or fair value
depending on the Group's business model for managing the financial assets and the contractual cash flow
characteristicsof thefinancial assets.

Business model assessment

The Group makes an assessment of the objective of a business model in which an assetis held at a portfolio
level because this best reflects the way the business is managed and information is provided to
management. Theinformation consideredincludes:

» The stated policies and objectives for the portfolio and the operation of those policies in
practice. In particular, whether management's strategy focuses on earning contractual interest
revenue, maintaining a particular interest rate profile, matching the duration of the financial
assets to the duration of the liabilities that are funding those assets or realising cash flows
throughthesale of theassets;

» The frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not
consideredinisolation, but as part of an overall assessment of how the Group's stated objective
formanagingthefinancialassetsisachievedand howcashflowsarerealised.

e Therisksthataffect the performance of the business model (and the financial assets held within
thatbusinessmodel)and howthoserisksare managed.

Assessment whether contractual cash flows are solely payments of principaland interest

For the purposes of this assessment, 'principal’ is defined as the fair value of the financial asset on initial
recognition. 'Interest’ is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic
lendingrisksand costs (e.g.liquidity riskand administrative costs), aswell as profit margin.

I[¥R ANNUAL REPORT 186



In assessing whether the contractual cash flows are solely payments of principal and interest, the Group
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition.

Debtinstrumentsat amortised cost
Afinancialassetis measured atamortised costonlyif both of the following conditionsare met:

« ltisheldwithinabusiness modelwhose objectiveistohold assetsin orderto collect contractual
cashflows.

e The contractual terms of the financial asset represent contractual cash flows that are solely
payments of principalandinterest.

Afterinitialmeasurement, such financial assets are subsequently measured atamortised cost using the EIR
method. Amortised cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the EIR. The EIR amortisation is included in finance income in the
profitorloss. Thelossesarisingfrom ECLimpairmentarerecognisedinthe profitorloss.

Debtinstrument at fairvalue through Other Comprehensive Income (FVTOCI)
Afinancialassetis measured atamortised costonlyif both of the following conditionsare met:

« Itis held within a business model whose objective is achieved by both collecting contractual
cashflowsandsellingfinancial assets.

» The contractual terms of the financial asset represent contractual cash flows that are solely
payments of principalandinterest.

Afterinitial measurement, such financial assets are subsequently measured at fair value with changes in fair
value recognised in other comprehensive income (OCI). Interest income is recognised basis EIR method
andthelossesarising from ECLimpairmentarerecognisedinthe profitorloss.

Debtinstrument at fairvalue through profitand loss (FVTPL)
Any debtinstrument, which does not meet the criteria for categorisation asatamortised cost oras FVTOC],
isclassifiedasat FVTPL.

Debt instruments included within the FVTPL category are measured at fair value with all changes
recognisedinthe statementof profitandloss.

Reclassification of financial assets
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
Group changesits businessmodelformanaging financial assets.

Derecognition of financial assets
Afinancial asset (or, where applicable, a part of afinancial asset or part of agroup of similar financial assets) is
primarily derecognised (i.e.removedfromthe Group’s balance sheet) when:

» Therightstoreceive cashflowsfromthe assethave expired, or

« The Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through'arrangement; and either (a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all
therisksandrewardsoftheasset, buthastransferred control of the asset
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When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluatesif and to what extent it has retained the risks and rewards of ownership. If
the Group evaluates that substantial risk and reward have not been transferred, the Group continues to
recognise the transferred asset. If the Group evaluates that substantial risk and rewards are neither
transferred nor retained and the control of the asset is also not transferred, the Group continues to
recognise thetransferred assettothe extentofthe Group's continuinginvolvement. Inthat case, the Group
also recognises an associated liability. The transferred asset and the associated liability are measured on a
basisthatreflectstherightsand obligationsthatthe Group hasretained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carryingamount of the assetand the maximum amount of consideration that the Group
couldberequiredtorepay.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset derecognised) and the sum of (i) the consideration
received (including any new asset obtained less any new liability assumed) and (ii) any cumulative gain or
lossthathad beenrecognisedin OClisrecognisedin profitorloss.

Financial liabilities

Initialrecognitionand measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss
oramortised cost,asappropriate.

All financial liabilities are recognised initially at fair value and, in the case of amortised cost, net of directly
attributabletransaction costs.

Classification and subsequent measurement
The measurementoffinancialliabilities dependsontheir classification, as described below:

Financial Liabilities measured at amortised cost

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised
cost using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are
derecognisedaswellasthroughthe EIRamortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or
coststhatareanintegral partofthe EIR. The EIRamortisationisincludedasfinance costsinthe statement of
profitandloss.

Financial liabilities designated at fair value through profit and loss
When afinancial liability contract contains one ormore embedded derivative, the Company may designate
theentire hybrid contractasatfairvalue through profitandlossunless:

» theembedded derivative(s) do(es) notsignificantly modify the cash flows that otherwise would
berequiredbythecontract;or

e it is clear with little or no analysis when a similar hybrid instrument is first considered that
separation of the embedded derivative(s) is prohibited, such as a prepayment option
embedded in aloan that permits the holder to prepay the loan for approximately its amortised
cost.

The fair valuation change on the liabilities subsequently measured at fair value through profit and loss
account is recognised in profit and loss account except the changes in the liablity's credit risk which is
recognisedin'Other Comprehensive Income'
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Derecognition of financialliabilities
The Group derecognises a financial liability when its contractual obligations are discharged or cancelled, or
expire.

Modifications of financial assets and financial liabilities

Financial assets

If the terms of a financial asset are modified, the Group evaluates whether the cash flows of the modified
asset are substantially different. If the cash flows are substantially different, then the contractual rights to
cash flows from the original financial asset are deemed to have expired. In this case, the original financial
assetisderecognisedandanewfinancialassetisrecognisedat fairvalue.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then the
modification does not result in derecognition of the financial asset. In this case, the Group recalculates the
gross carrying amount of the financial asset and recognises the amount arising from adjusting the gross
carryingamountasamodification gain orlossin profitorloss. If such a modificationis carried out because of
financial difficulties of the borrower, then the gain or loss is presented together with impairment losses. In
othercases,itispresentedasinterestincome.

Financialliabilities

The Group derecognises a financial liability when its terms are modified and the cash flows of the modified
liability are substantially different. In this case, a new financial liability or equity based on the modified terms
isrecognised at fairvalue. The difference between the carryingamount of the financial liability extinguished
and the new financial liability or equity recognized with modified terms is recognised in profit or loss or in
otherequityincasethesameisatransactionwiththeshareholders.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amountis reported in the balance sheet when
thereis alegally enforceable right to offset the recognised amounts and there is an intention to settleon a
netbasis, orrealise the asset and settle theliability simultaneously (‘'the offset criteria').

Fairvalue measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the
most advantageous market to which the Group has access at that date. The fair value of a liability reflects it
non-performancerisk.

When one is available, the Group measures the fair value of an instrument using the quoted price in an
active market for that instrument. A market is regarded as active if transactions for the asset or liability take
placewith sufficientfrequencyandvolumeto provide pricinginformation onan ongoing basis.

If there is no quoted price in an active market, then the Group uses valuation techniques that maximise the
use of relevant observable inputs and minimise the use of unobservable inputs. The valuation technique
incorporatesallof thefactorsthat market participantswould takeintoaccountin pricingatransaction.

The best evidence of the fair value of a financial instrument on initial recognition is normally the transaction
pricei.e.thefairvalue of consideration given orreceived. If the Group determinesthat the fairvalue oninitial
recognition differs from the transaction price and the fair value is evidenced neither by a quoted price in an
active market nor based on a valuation technique for which any unobservable inputs are judged to be
insignificant in relation to measurement, then the financial instrument is initially measured at fair value,
adjusted to defer the difference between the fair value and the transaction price. Subsequently, that
differenceisrecognisedin profitorlossonanappropriate basisoverthelife of theinstrument.
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d. Impairment of Financial Assets

Impairment of financial instruments
The Group recognises impairment allowances for ECL on all the financial assets that are not measured at
FVTPL:

e Financialassetsthataredebtinstruments
e Loancommitmentissued

Noimpairmentlossisrecognised onequity investments

ECLare probabilityweighted estimate of creditlosses. They are measured as follows:

» Financial assets that are not credit impaired - as the present value of all cash shortfalls that are
possiblewithin12monthsafterthereporting date.

» Financial assets with significant increase in credit risk but not credit impaired - as the present
value of allcash shortfallsthatresultfromall possible default events overthe expected life of the
financialasset.

» Financialassetsthat are creditimpaired - as the difference between the gross carryingamount
andthe presentvalue of estimated cash flows

» Undrawn loan commitments - as the present value of the difference between the contractual
cash flows that are due to the Group if the commitment is drawn down and the cash flows that
the Group expectstoreceive

With respect to trade receivables and other financial assets, the Group measures the loss allowance at an
amountequaltolifetime expectedcreditlosses.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets. For financial assetsat FVTOCI, the loss allowance is recognised in statement of profit
andloss.

e. Foreign Currency transactions and balances

Holding Company

Foreign currency transactions are recorded using the exchange rates prevailing on the dates of the
respective transactions. Exchange differences arising on foreign currency transactions settled during the
yeararerecognisedinthe Statement of Profitand Loss.

Monetary assets and liabilities denominated in foreign currencies as at the balance sheet date, not covered
by forward exchange contracts, are translated at year end rates. The resultant exchange differences are
recognisedinthe Statement of Profitand Loss. Non-monetary assetsarerecorded at therates prevailingon
the date of the transaction.

Banking company in the group

Transactionsdenominated in foreign currency are recorded at exchange rates prevailing on the date of the
transactions. Exchange differences arising on foreign currency transactions settled during the year are
recognisedinthe statement of Profitand Loss account.Income and Expenditureitemsare translated at the
rates of exchange prevailing on the date of the transaction. Monetary assets 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 recognizedin
the statement of Profitand Loss.

f. Property, Plant and Equipment(PPE)

Initial Measurement
Property, plant and equipment are stated at cost less accumulated depreciation as adjusted for
impairment, ifany.
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If significant parts of an item of property, plant and equipment have different useful lives, then they are
accounted for as a separate items (major components) of property, plant and equipment. Any gain on
disposal of property, plantand equipmentisrecognisedin statement of Profitandloss.

Leasehold improvements are amortised on straight line basis over the primary period of the lease or the
estimated usefullife of the assets, whicheverislower.

Anygainondisposal of property, plantand equipmentisrecognisedin statement of profitandloss.

The Company has elected to continue with the carrying value for all of its property, plant and equipment as
recognised in the financial statements as at the date of transition to Ind AS, measured as per the previous
GAAPanduseditasitsdeemedcostasatthedate of transition.

Subsequent Measurement
Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated
withthe expenditure willflowto the Group.

Impairment

Carryingamounts of cash generating assets are reviewed at each Balance Sheet dateto determine whether
thereisanyimpairment. Impairment loss, if any, is recognised in the statement of Profit and Loss whenever
the carryingamountexceedstherecoverableamount.

Depreciation

Depreciationis provided as per straight-line method from the date of addition over the estimated useful life
of the asset. The Group has carried out a technical assessment of the useful life of its assets taking into
account changes in environment, changes in technology, the utility and efficacy of the asset in use.
Depreciation on assets sold during the year is charged to the statement of Profit and Loss up to the date of
sale. If the management's estimate of the useful life of a property, plant and equipment 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 property, plant and equipment which are in accordance with lives
prescribedunder Schedule Il of Companies Act, 2013.

Improvements and installations of capital nature on the leasehold property are depreciated over the
primarylease term.

Depreciation methods, useful lives and residual values are reviewed in each financial year end and changes,
ifany,areaccountedforprospectively.

d. Intangible assets

Initial Measurement
Intangible assets that are acquired by the Group are measured initially at cost and are stated at cost less
accumulated depreciationasadjusted forimpairment,ifany.

Anygainondisposal ofintangible assetisrecognisedin statement of Profitandloss.
The Company has elected to continue with the carrying value for all of its property, plantand equipment as

recognised in the financial statements as at the date of transition to Ind AS, measured as per the previous
GAAPanduseditasitsdeemed costasatthedate oftransition.
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Subsequent Measurement
Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated
with the expenditure willflow to the Group.

Impairment

The Group assesses at each Balance Sheet date whether there is any indication that an asset may be
impaired. If any such indication exists, the Group estimates the recoverable amount of the asset. An asset's
recoverable amount is the higher of an asset's net selling price and its value in use. If such recoverable
amount of the asset is less than its carrying amount, the carrying amount is reduced to its recoverable
amount. Thereductionistreatedasanimpairmentlossandisrecognizedinthe statement of Profitand Loss.
If at the Balance Sheet date there is an indication that a previously assessed impairment loss no longer
exists, therecoverableamountisreassessed and the assetisreflected at the recoverable amount subject to
amaximum of depreciable historical cost.

Amortisation

Intangible assets are amortised in the statement of profit and loss 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 amortised on straight line basis. Computer software are amortised on straight
line basisovertheirestimated useful life of threeyears

Amortisation methods and useful lives are reviewed in each financial year end and changes, if any, are
accountedforprospectively.

The Group's lease asset classes primarily consist of leases for ATMs. Software and buildings. The Group, at
the inception of a contract, assesses whetherthe contractis alease or not lease. A contractis, or contains, a
lease if the contract conveys the right to control the use of an identified asset for a time in exchange for a
consideration. Thispolicy hasbeenappliedtocontractsexistingand enteredintoonorafter April1,2019.

The Group recognises aright-of-use asset and a lease liability at the lease commencement date. The right-
of-use assetisinitially measured at cost, which comprises the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement date, plusany initial direct costsincurredand an
estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site
onwhichitislocated, lessanyleaseincentivesreceived. Theright-of-use assetis subsequently depreciated
usingthestraight-line method fromthe commencementdatetotheendoftheleaseterm.Theleaseliability
is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted using the Group's incremental borrowing rate. The Group has elected not to recognise
right-of-use assets and lease liabilities for short-term leases that have a lease term of 12 months or less and
leases of low-value assets. The Group recognises the lease payments associated with these leases as an
expenseovertheleaseterm.

In the comparative period, leases under which the Group assumes substantially all the risks and rewards of
ownershipare classified asfinance leases. Whenacquired, such assets are capitalized at fair value or present
value of the minimum lease payments at the inception of the lease, whicheverislower. Lease paymentsand
receipts under operating leases are recognised as an expense and income respectively, on a straight line
basisin the statement of profitand loss overthe lease term except where the lease payments are structured
toincreaseinlinewith expected generalinflation.

i. Employee benefits

i. Shorttermemployee benefits
Short-term employee benefits are expensed as the related service is provided. A liability is
recognised for the amount expected to be paid if the Group has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the
obligationcan be estimatedreliably.
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Share-based payment arrangements

Utkarsh Core Invest Ltd. has formulated an Employees Stock Option Scheme to be administered
through a Trust. The scheme provides that subject to continued employment with the Group, the
employees are granted an option to acquire equity shares of the Holding Company that may be
exercisedwithinaspecified period.

The grant-date fair value of equity-settled share-based payment arrangements granted to
employees is generally recognised as an expense, with a corresponding increase in equity, over
the vesting period of the awards. The amount recognised as an expense is adjusted to reflect the
number of awards for which the related service and non-market performance conditions are
expected to be met, such that the amount ultimately recognised is based on the number of
awardsthat meettherelatedserviceand non-market performance conditionsat the vestingdate.

Parent Company is the grantor of its equity instrument for all share options provided to the
employee of the Bank. The Bank reimburses the parent company for the equity-settled share
-based paymentarrangementsgrantedtotheemployeesofthe Bank

Defined contribution plans
Obligations for contributions to defined contribution plans are expensed as the related service is
provided.The Group hasfollowing defined contribution plans:

Provident Fund

The Group contributes to mandatory government administered provident funds which are
defined contribution schemes as the Group does not carry any further obligation, apart from the
contributions made on a monthly basis. The contributions are accounted for on an accrual basis
andrecognisedinthe statementof Profitand Loss

Defined benefit plans

The Group's net obligation in respect of gratuity is calculated separately for each plan by
estimating the amount of future benefit that employees have earned in the current and prior
periods, discountingthatamountand deductingthefairvalue of any plan assets.

The calculation of defined benefit obligations is performed annually by a qualified actuary using
the projected unit credit method. When the calculation results in a potential asset for the Group,
the recognised asset is limited to the present value of economic benefits available in the form of
any futurerefunds fromthe plan orreductionsin future contributionsto the plan. To calculate the
present value of economic benefits, consideration is given to any applicable minimum funding
requirements.

Remeasurement of the net defined benefit liability, which comprise actuarial gainsandlosses, the
return on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding
interest), are recognised immediately in Other Comprehensive Income. Net interest expense
(income) on the net defined liability (assets) is computed by applying the discount rate, used to
measure the net defined liability (asset), to the net defined liability (asset) at the start of the
financial year after taking into account any changes as a result of contribution and benefit
payments during the year. Net interest expense and other expenses related to defined benefit
plansarerecognisedin profitorloss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in
benefit that relates to past service or the gain or loss on curtailment is recognised immediately in
profit or loss. The Group recognises gains and losses on the settlement of a defined benefit plan
whenthesettlementoccurs.
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v. Otherlong-termemployee benefits
The Group's net obligation in respect of long-term employee benefits is the amount of future
benefit that employees have earned in return for their service in the current and prior periods.
That benefit is discounted to determine its present value. Re-measurements are recognised in
profitorlossinthe periodinwhich theyarise.

j- Income Tax

Income tax expense comprises currentand deferred tax. Itisrecognisedin profit orloss except to the extent
thatitrelatestoitemsrecogniseddirectlyinequity orin Other Comprehensive Income

Currenttaxassetsandliabilitiesare offsetonlyif, the Group:

i. Currenttax
Current tax comprises the expected tax payable or receivable on the taxable income or loss for
the year and any adjustment to the tax payable or receivable in respect of previous years. It is
measured using taxratesenacted orsubstantively enactedatthereportingdate.

Currenttaxassetsandliabilitiesare offsetonlyif, the Group:

» hasalegallyenforceablerighttosetofftherecognisedamounts;and

* intends either to settle on a net basis, or to realise the asset and settle the liability
simultaneously.

ii. Deferredtax
Deferred taxis recognised in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is not recognised for temporary differences on the initial recognition of assets or
liabilities in a transaction that is not a business combination and that affects neither accounting
nortaxable profitnorloss.

Deferred tax assets are recognised for deductible temporary differences to the extent that it is
probable that future taxable profits will be available against which they can be used. Deferred tax
assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised; such reductions are reversed when the
probability of future taxable profitsimproves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the
extent thatithas become probable that future taxable profits will be available against which they
canbeused.

Deferredtaxis measured atthe taxratesthatare expectedto be appliedtotemporary differences
whentheyreverse, usingtaxratesenactedorsubstantivelyenactedatthereportingdate.

The measurement of deferred tax reflects the tax consequences that would follow from the
manner in which the Group expects, at the reporting date, to recover or settle the carrying
amountofitsassetsandliabilities.

Deferred taxassetsandliabilitiesare offsetonlyif:

» the entity has a legally enforceable right to set off current tax assets against current tax
liabilities;and

» the deferred taxassets and the deferred taxliabilities relate toincome taxes levied by the same
taxationauthority onthe sametaxable entity.
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k. Cash and Cash Equivalents

Cashandcash equivalentsinclude cashin hand, balanceswith RBI, balanceswith otherbanksand money at
callandshortnotice.

Cashandcashequivalentsare carried atamortised costin the statement of financial position.

Il. Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operatingdecision maker.

Theboardofdirectors ofthe Group hasbeenidentified asthe chief operating decision makerforthe Group.

m. Provision, Contingent Liabilities and Contingent Assets

The Group creates a provision when there is a present obligation as a result of a past event that probably
requires an outflow of resources and a reliable estimate of the amount of the obligation can be made.
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the liability. The unwinding
ofthediscountisrecognisedasfinance cost.

Adisclosure for 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.

The provisions are reviewed at each Balance Sheet date and adjusted to reflect the current best estimate.
Where aninflow of economic benefitsis probable, an entity shall disclose a brief description of the nature of
the contingent assets at the end of the reporting period, and, where practicable, an estimate of their
financial effect.

Contingent assets are not recognised in the consolidated financial statements but disclosed, where an
inflow of economic benefitis probable.

n. Recent Indian Accounting Standards (Ind AS)

Ministry of Corporate Affairs ("MCA") notifies new standard or amendments to the existing standards.
Thereisnosuch notification whichwould have been applicable from April1,2020.
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CHIEF EXECUTIVE OFFICER (CEO) & CHIEF FINANCIAL OFFICER (CFO) CERTIFICATION

We, Ashwani Kumar, Managing Director & Chief Executive Officer and Harshit Agrawal, Chief Financial
Officer of Utkarsh Corelnvest Ltd. (erstwhile Utkarsh Micro Finance Limited), “the Company”, hereby
certifytothe Board that:

a) We have reviewed financial statements and the cash flow statement of the Financial Year and that to
the best of ourknowledge and belief:

i. These statements do not contain any materially untrue statement or omit any material fact or
containstatementsthat mightbe misleading;

. These statements together present a true and fair view of the Company’s affairs and are in
compliancewith existingaccountingstandards, applicable lawsandregulations.

b) There are, to the best of our knowledge and belief, no transactions entered into by the Company
duringtheyearwhichare fraudulent, illegal orviolative of the Company’s code of conduct.

c) Weacceptresponsibility forestablishingand maintaininginternal controlsforfinancialreportinginthe
Company and we have evaluated the effectiveness of the internal control systems of the Company
pertaining to financial reporting and we have disclosed to the Auditors and the Audit Committee,
deficiencies in the design or operation of such internal controls, if any, of which we are aware and the
stepswe havetakenorproposedtobetakentorectify these deficiencies.

d) Wehaveindicatedtothe Auditorsandthe Audit Committee:

i. Significantchangesininternal control overfinancial reportingduring the year;

ii. Significantchangesinaccounting policiesduringtheyearandthe same have beendisclosedin
the Notesofthe financial statements;and

iii. Instances of significant fraud of which we have become aware and involvement therein; if any,
of the Management or an employee having a significant role in the Company’s internal control
systemoverfinancial reporting.

e) We affirm that we have not denied any personnel access to the Audit Committee of the Company (in
respect of mattersinvolvingalleged misconduct, if any).

Ashwani Kumar Harshit Agrawal
Managing Director & CEO Chief Financial Officer
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THE ANNUAL REPORT ON CSR ACTIVITIES FINANCIAL YEAR 2019-2020

1. Brief outline of the company’s CSR policy, including overview of the projects or programs
undertakenand areferencetotheweblinktothe CSR policy and projects and programs.

Policy Statement

Utkarsh Corelnvest Limited (formerly known as Utkarsh Micro Finance Ltd.) will discharge of its
responsibility as a corporate citizen by contributing actively to the Community Welfare Measures. As a part
of CSR activities, the Company will take up impactful Social, Economic & Environment related initiatives.
For achieving the goals of sustainable and inclusive development, it will actively involve various Social &
Development Organizations.

It aims to socially uplift the underserved, underprivileged and low-income household community in
collaboration with reputed Institutions engaged in developmental activities, Social Organizations &
Technical Resource Partners. Its overall approach is to support programs for social & economic
development by intervening in domain of Health and Financial Awareness at large, providing vocational
training forskilldevelopmentandadoptionof greenandcleanenergy projects. etc.

CSR Philosophy and Guiding principles

The Company continues its efforts to impact the society positively, particularly to underserved and
unsecured communitiesforsocialdevelopmentbased onthefollowing guiding principles:

e Adopting an approach that aims at achieving a greater balance between social development and
economicdevelopment.

« Adoptingnewmeasurestoaccelerateandensurethe basicneeds of deprived section of society.

«  Work towards elimination of barriers for the social inclusion of disadvantaged groups- such as the poor
andthedisabled.

e Support underprivileged and underserved segments by providing financial and non-financial services
throughasociallyresponsible, sustainable and scalable institution.

Organization set up forimplementing Corporate Social Responsibility initiatives

Forundertaking Corporate Social Responsibility initiatives under its aegis, Utkarsh Corelnvest Limited has
partnered with Utkarsh Welfare Foundation (UWF). UWF isacompany under Section 8 of Companies Act,
2013 (earlier Section 25 Company under the provisions of the Companies Act, 1956). UWF aims to make a
meaningfuland sustainableimpactinthe lives of the community through a multi-pronged service oriented
market led approach. UWF has initiatives that to focus on education, health, skill development, micro
enterprisetrainingandsustainablelivelihoods.

Management Structure: CSR Committee

A Board level Corporate Social Responsibility Committee (CSR Committee) is constituted having three (3)
Directors / Executives, out of whom, One (1) Directorisan Independent Director.

Present Composition of the CSR committee is as under:

I. Mr.G.SSundararajan, Independent Directorand Chairperson
ii. Mr.Aditya Parekh, Nominee Director
iii. Mr.Ashwani Kumar, Managing Director &CEO
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Roles & Responsibilities

The CSR Projectsin Utkarsh are implemented under the guidance of the Board's Sub-Committee on CSR.
Thetermsandreference of the committeeisgiven below:

i. Specifythethemeofthe CSRprojectsandprogrammestobeundertaken.

ii. Preparealistof CSR projects / programmes, which the company plans to undertake during the year of
implementation with modalities of execution in the areas / sectors chosen and implementation
schedulesforthesame.

iii. CSR projects / programmes of the company may also focus on integrating business models with social
andenvironmental prioritiesand processesin orderto createsharedvalue.

iv. Yearlyreviewof CSRpolicytobeundertakenandsubmittedtothe Boardforapproval.

v. Recommendtheamountofexpendituretobeincurred onthe CSR activities forthe financial yearalong
with projects to be undertaken earmarking funds for broad area wise projects, to the Board of Directors
foritsapproval.

vi. The Committee shall monitor and review from time to time, the implementation of the CSR projects /
programmes and guide the implementing entity / team on the leading and lagging indicators under
eachareaofinterventions.

vii. The Committee will evaluate the CSR activity periodically or as deems fit to achieve the CSR Policy
Statement ofthe Companyunderits Guiding Principles.

viii. CSR Policy would specify that the corpus wouldinclude the following:

a. Minimum 2% of the average net profits of the preceding last three financial years, oras mandated by
therelevant Actsand Rules,

anyincomearising therefrom, i.e.the Contribution Fundas perpoint'a‘above
c. surplusarisingoutof CSRactivities.

Scope of Activities

Identified CSR activities are in line with the CSR Rules (Sec.135 of Companies Act, 2013). Under CSR
activities, the identified thematic areas of interventions are health, financial literacy, environment
protection, water, sanitation, skill & vocational training activities. The company initiated many such
programs through Utkarsh Welfare Foundation (UWF). The Company will provide not less than 2% of
average profit before tax for preceding three financial years to UWF to carry out the programs as listed
below:

During the financial year 2019-20, prime focus under CSR initiatives were Primary Health initiatives
through Poly Clinics and Health Awareness.

There is shift from outreach to outcome based approach in CSR intervention. For better impacts and
sustainability, Community Resource Person (CRP) model was experimented. The objective is to enhance
the learning curve at grassroots level by appointing suitable trained resource from local communities and
groomthemtobecome championsand messengersfor promoting key messages and learnings on financial
literacy, health and enterprise development themes with the support of technological and digital spines
(such as tablets, smart phones, etc.). It strengthened the narratives of Ideas moving to action and further
leadingtobehaviouralchange communication processand peerto peerlearning.

Health Initiatives

Health initiatives are intended to provide free Primary Health Services and awareness to the low income
households in the targeted geographies. Outpatient diagnostic services with free medicine are being
provided as a part of the initiative. Program is implemented in collaboration with select hospitals,
ensuring quality health service under the strict supervision of healthcare professionals and
practitioners. Two approaches have been adopted to deliver OPD services in the underserved and
underprivileged geography such as Regular Poly Clinics through locations as well as Mobile Poly Clinics
with route plan are being adopted for extending health services. During FY 2019-20, the total outreach
under Regular Polyclinics had been 15,632 beneficiaries covered in 97 camps against the annual target
plan of 13,200 beneficiaries.
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Health Awareness Programmes

Health Awareness sessions are conducted with an objective to promote the concept of “Prevention is
better than cure”; highlighting preventive measures across range of health issues concerning local areas
such as Malnutrition, Anaemia, Diarrhoea, Hygiene, Malaria, Menstrual health, AYUSH remedies and other
locally prevalent diseases. During FY 2019-20, the Total outreach under Health Awareness program had
been15,821beneficiariescoveredin 895 batchesagainstthe annualtarget plan of 15,000 beneficiaries.

Highlight: AYUSH related Flash cards containing the essential points of Ayurveda, Yoga, Unani,
Naturopathy, Siddha and Homoeopathy were delivered during Health Awareness Camps. The awareness
classroomtrainingiscurrently beingrunin2statesviz. Biharand Uttar Pradesh.

Geographical Span

During FY 2019-20, the CSR activities were spread across various districts in three (3) States viz. Bihar,
Madhya Pradeshand Uttar Pradesh

Web Linkto CSR policy and projects or programs
Annual Reporton CSR Activitiesis also available at the website of the Company at
https://www.utkarshcoreinvest.com

2. Compositionofthe CSR committee
i. Mr.G.SSundararajan, Independent Directorand Chairperson
i. Mr.AdityaParekh, Nominee Director
iii. Mr.AshwaniKumar, Managing Director & CEO

3. Averagenetprofit of the companyforlast three financialyears - (351,29,62,613)

4. Prescribed CSR expenditure (i.e. 2% of the amount as in 3 above) - NIL (Average Net Profit of the
companyforthelastthreefinancialyearsbeing negative 0of351,29,62,613).

5. Detailsofthe CSRspentduringFY 2019-20:
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1. 2. 3. 4. 5. 6. 7. 8. 9.
Projects or
programs- Projects or A
Specify the programs - or:;l;;t Amount | Expenditur
. state / Specify the spent on eon
s C§R Sef:tor n Union district (bt{dget) the Administra | Mode of
. project | which the Terri h project or roiects or tive Amount
No. | oractivity | Projectis erritory where programs prol
. - where the projects or : programs | overhead spent
identified | covered . wise
Project/ programs (Amount (Amount | (Amount
Program was inZ) in %) in¥)
was undertaken
undertaken
1. Health Promoting Bihar Bihar 40,00,000 | 34,00,000 | 6,00,000 Through
Initiatives Primary Madhya (Bhojpur, Buxar, Utkarsh
Health Pradesh Kaimur, Welfare
care Kaithhar Mokama, Foundation
! Rohtas)
services
Madhya
Pradesh
(Rewa and
Satna)
Uttar Uttar Pradesh
Pradesh (Allahabad,
Chandauli,
Gorakhpur,
Jaunpur,
Kushinagar,
Mirzapur,
Maharajgan],
and Varanasi)
2. | Amount 40,00,000 | 34,00,000 | 600,000
Spent on
Loca
Area
Amount
Spent on - - - -
other
Area
Total 40,00,000 | 34,00,000 | 6,00,000
Amount
Spent on
CSR

6. Reasonsfornotspendingthe 2% of average net profit of last three financial years:

Not Applicable

7. Responsibility statement of the CSR committee:

Theimplementationand monitoring of Utkarsh Corelnvest Limited’s CSR policyisincompliance
with CSR objectivesand policy ofthe company.

Sd/-
Mr. Aditya Parekh”
Nominee Director

Date: June 09,2020
Place: “Mumbai and *Chennai

Sd/-

Mr. G. S Sundararajan*
Chairperson, CSR Committee
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INSTITUTIONAL INVESTORS

Aavishkaar Bharat Fund, an alternative investment fund registered ey
with the Securities and Exchange Board of India, is an India-focused )l '3&7{%{7@
equity oriented fund with an objective to invest in enterprises serving CAPITAL

large market segments with a special emphasis on the under-served AAVISHKAAR GROUP
demographicsegments.

2. Aavishkaar Goodwell India Microfinance Development Company Il Limited

Aavishkaar Goodwell India Microfinance Development Company Il
Limited, a private company limited by shares under Mauritius law has @ Aavishkaar (beu

objectives to (A) provide commercial long-term risk capital and active Goodwell ##
support directly to MFlsin India and (B) to facilitate the setting up and
accelerate the growth of these MFls, in order to build value and

integratethemintothe mainstream financial sector.

3. Aavishkaar Venture Management Services Private Limited

Aavishkaar Venture Management Services Private Limited
(“Aavishkaar Capital”) isa Company registered under the laws of India.
Aavishkaar Capital pioneered the venture capital approach of
investing in early-growth stage enterprises in India, with a focus on AAVISHKAAR GROUP
geographies and sectors that were often overlooked and challenging.

Aavishkaar Capital currently manages/advises funds with geographical focus on India and South & South
EastAsia.

4. Commonwealth Development Corporation (CDC) Group PLC

CDC is UK’s Development Finance Institution, established in 1948.
CDC's mission is to support the building of businesses throughout C

Africaand South Asia, to create jobs, and to make a lasting difference to

people’s lives in some of the world’s poorest places. CDC invests in

Africa and South Asia because over 80 per cent of the world’s poorest

peopleliveintheseregions. CDCfocusesoninvestingincountrieswherethe private sectorisweak, jobsare
scarce, and the investment climate is difficult, but particularly in sectors where growth leads to jobs. These
sectors are financial services, infrastructure, health, manufacturing, food and agriculture, construction &
realestateandeducation.

5. Faering Capital India Evolving Fund 11 & 111

Faering Capital is a leading Indian private equity firm with an

entrepreneurial vision. The firm was founded in 2009 and manages : -
capital across funds. Their track record and long-term approach, build Faerlﬂg Capltal
trusted partnershipswithinvestorsand exceptional companies. '
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6. HDFC Ergo General Insurance Company Limited

HDFC ERGO General Insurance Company Ltd.isa 51:49 joint venture
between Housing Development Finance Corporation Ltd. (HDFC),
India’s premier Housing Finance Institution and ERGO International
AG, the primaryinsurance entity of Munich Re Group.

The Company offers complete range of general insurance products ranging from Motor, Health, Travel,
Home and Personal Accident in the retail space and customized products like Property, Marine and
Liability Insuranceinthe corporate space.

With a network of branches spread across wide distribution network and a 24x7 support team, the
Company hasbeen offering seamless customerservice andinnovative productstoits customers.

7. HDFC Limited

HDFCisapioneerin housing financein India. It has consistently striven
forand developedan excellentreputation for professionalism, integrity
and an impeccable record of customer friendly services. It has turned

the conceptofhousingfinanceforthe growingmiddleclassinindiainto  wiITH YOU, RIGHT THROUGH
profitable, professionallymanaged, world class enterprise.

HDFC’s excellent brand strength emerges from its unrelenting focus on corporate governance, its high
standards of ethics and clarity of vision, which percolates through the organization. HDFC has been
described as a model housing finance company for developing countries with nascent housing finance
markets. It has provided technical assistance in Bangladesh, Sri Lanka and Egypt and has undertaken
consultancyassignmentsinvarious countriesacross Asia, Africaand East Europe.

HDFC’s successinthe mortgage industry and its spread across the financial services industry has made it a
financial conglomerate with presencein banking, lifeinsurance, non-lifeinsurance, asset management real
estatefundandaneducationfinance company.

8. HDFC Life Insurance Company Limited

HDFC Life Insurance Company Limited (‘HDFC Life' / 'Company)is a HDFC
joint venture between HDFC Ltd., one of the leading housing finance Life

institutions in India and Standard Life Aberdeen, a global investment

Establishedin 2000, HDFC Life is along-term life insurance solutions provider in India, offering a range of
individual and group insurance solutions that meet various customer needs such as Protection, Pension,
Savings, Investmentand Health.

HDFC Life continues to benefit from its increased presence across the country having a wide reach with
branches and additional distribution touch-points through several new tie-ups and partnerships with
partners comprising NBFCs, MFls, SFBs, etc. and including new-ecosystem partners. The Company has a
strong base of financial consultants.
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9. HERO Enterprises Partner Ventures

Hero Enterprise is the new avatar of Hero Corporate Service, which /“__-_-.‘\

cameintobeingin 2016, followinganeedto give newdirectionto Brand H e r 0
Hero.Herohasastronglegacy of building world class brands oversix (6)
decades. ENTERPRISE

Hero Enterprise is also adding new dimensions to the Group’s legacy by venturing into new and exciting
areas, by drawing strength and inspiration from the entrepreneurial energies released by Hero in its
formativeyears.

10. ICICI Prudential Life Insurance Company Limited

ICICI Prudential Life Insurance Company Limited (ICICI Prudential .
Life) is promoted by ICICI Bank Limited and Prudential Corporation ﬁ]'cll'c: mﬁf
Holdings Limited. L1 rE IMSURANE '

ICICI Prudential Life began its operations in fiscal year 2001 and has
consistentlybeenamongstthetopplayersintheIndianlifeinsurance sector.|CICl Prudential Lifeisalsothe
firstinsurance companyinIndiatobelistedon NSEand BSE.

11. International Finance Corporation (IFC)

IFC a sister organization of the World Bank and member of the World .
International

IF Finance Corporation
'WORLD BANK GROUP

Bank Group - is the largest global development institution focused on
the private sectorindeveloping countries.

Creating Markets, Creating Opportunities

12. Jhelum Investment FUND |

Jhelum Investment Fund is registered with Securities and Exchange Board of India as category |l Alternate
Investment Fund. The Fund’s objective is to deliver returns to its investors through combination of capital
appreciation and current income by investing in Companies in growth sectors having high corporate
governancestandardsandimpeccabletrackrecord.

13. Norwegian Microfinance Initiative (NMI Frontier Fund KS)

NMI invests in and builds up MFls in developing countries through

equityandloaninvestments. NMl primarily targets poorwomenin Sub- s NORDIC
Sahara Africa, South Asia and Southeast Asia. NMI targets double nml i e

bottom line results and thereby contributes to the empowerment of
poor people in developing countries and to the creation of jobs and
wealthonasustainable basis.
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14. responsAbility Participations Mauritius (rAPM)

responsAbility Participations AG isa company limited by shares with its

registered office in Zurich, Switzerland. The company targets long- H H
term participations in established and primarily unlisted companies in responSAbl I Ity
emerging and transitioning economies, with a particular focus on

institutions which provide financial services to micro, small and

medium-sized enterprisesand/orlow-incomeclients.

responsAbility Participations AG is managed by responsAbility Investments AG, a leading asset manager
withatrackrecord of overadecadeintheareaof developmentinvestments.

15. RBL Bank Limited

RBL Bank is one of the fastest growing private sector banks in India,
with an expanding presence across the country. The Bank offers
specialized services under six (6) business verticals viz. Corporate & RBL BAN K
Institutional Banking, Commercial Banking, Branch & Business apno ka bank
Banking, Retail Assets, Development Banking and Financial Inclusion,

Treasury and Financial Markets Operations. It serves a large customer base across India through an
extensive networkof branchesand BC partners.

Over the last few years, RBL Bank has earned recognition in various national and international forums and
has been recognized by the World Economic Forum as a ‘Global Growth Company’ (GGC). RBL Bank is
listedonboth NSEand BSE (RBLBANK).

16. Lok Capital Growth Fund & Sarva Capital LLC

Lok promotes inclusive growth in India by making long-term equity b
investments. Launched in 2004, it backs entrepreneurs who cater to @

large underserved segments through investments in financial services,

agriculture/livelihood and healthcare sectors. In addition to capital, Lok CAPITAL

Lok supports the portfolio companies through a variety of
engagementswhichincludefellowship programsandtechnicalassistance.

17. Shriram Life Insurance Company Limited

Shriram Life Insurance was incorporated in 2005 and it commenced ~ %
businessin 2006. Since the first year of operations, the company made S|:_|FHFIAM T
. R . . X A ife Insurance R eD venns
profits in the first three (3) consecutive years - becoming the only B
private life insurer to have achieved the distinction. Compared to
industry peers after seven (7) years of operations, Shriram Life
insurance was the most profitable life insurance company in the country. The company's performance
standsoutinefficient use of capitaland low cost of operations.

"
FINANCIAL
& sanlam .. SERWICES SINCE 1974

Life insurance arm of Shriram Group has carried forward the group philosophy of financial inclusion by
penetrating the unexplored segments. Shriram Life has significantly focused on Inclusive growth by taking
lifeinsurancetothesection, whereitisneededthe most-The'AAM AADMI' (Common Man).
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18. Small Industries Development Bank of India (SIDBI)

Small Industries Development Bank of India (SIDBI), set up on April 02,
1990 under an Act of Indian Parliament, acts as the Principal Financial g - -
Institution for the Promotion, Financing and Development of the / SI d bl
Micro, Small and Medium Enterprise (MSME) sector and for
coordination of the functions of the institutions engaged in similar

activities. The business strategy of SIDBI is to address the financial and non-financial gaps in MSME eco-
system.

19. Sustainability Finance Real Economies (SFRE)

Sustainability Finance Real Economies (SFRE) is an open-end

investment fund initiated by the Global Alliance for Banking on Values v
(http://www.gabv.org/) and managed by Triodos Investment SI :RE
Management. It is committed to provide mission-aligned growth

capital to values-based financial institutions that focus on real
economicdevelopmentinlocalcommunities.
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Holding Company

)

Utkarsh Corelnvest Limited
(Formerly Utkarsh Micro Finance Limited)

Banking Subsidiary Section 8 Co. Subsidiary

) ¢

Utkarsh Small Finance Bank Utkarsh Welfare Foundation
Aapki Ummeed Ka Khaata (CSR Foundation)




..........................................




)

Utkarsh Corelnvest Limited

Registered & Corporate Office:
S-24/1-2, Fourth Floor, Mahavir Nagar, Orderly Bazar, Near Mahavir Mandir,
Varanasi, Uttar Pradesh, PIN - 221002

PD<] communication@utkarshcoreinvest.com l & www.utkarshcoreinvest.com
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